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THE MUTUAL SECURITY PROGRAM 


TUESDAY, JUNE 26, 1951 


Hovse or REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
Washington, D. C. 


The committee met in the Ways and Means Committee room, New 
House Office Building, at 10 a. m., Hon. James P. Richards (chair- 
man) presiding. 

Chairman Ricuarps. The committee will come to order, please. 

Ladies and gentlemen, we are meeting here this morning to begin 
hearings on the proposed Mutual Security Program legislation. 

No bill has yet been introduced, but the text of the measure drafted 
by the executive branch has been included in the committee print 

a The Mutual Security Program for Fiscal Year 1952—Basic Data 
Supplied by the Executive Branch, which is before each member. 

Twoekt! like to say for the information of the members that you will 
a the text of the measure starting on page 51 of this study we have 

ere. 

In the interest of orderly procedure we will use this proposed text 
as the basis for discussion during this hearing. 

(The proposed draft of the bill is as follows:) 


Proposep Drarr or Mutua. Security Act or 1951 


A BILL To promote the foreign policy and provide for the defense and general welfare of the United States 
by furnishing assistance to friendly nations in the interest of international security 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the ‘‘Mutual Secu- 
rity Act of 1951.” 

Sec. 2. The Congress declares it to be the purpose of this Act to promote the 
foreign policy of the United States by authorizing military, economic and tech- 
nical assistance to iriendly countries to strengthen the individual and collective 
defenses of the free world, to develop their resources in the interest of their 
security and independence and the national interest of the United States, and to 
facilitate the effective participation of those countries in the United Nations 
system for collective security. The purposes of the Mutual Defense Assistance 
Act of 1949, as amended (22 U. S. C. 1571-1604), the Economic Cooperation 
Act of 1948, as amended (22 U. S. C. 1501-1522), and the Act for International 
Development (22 U. 8. C. 1557) shall hereafter be deemed to include this purpose. 


TITLE I 
EUROPE 


Sec. 101. In order to support the freedom of Europe through assistance which 
will further the carrying out of the plans for defense of the North Atlantic area, 
while at the same time maintaining the economic stability of the countries of the 
area so that they may meet their responsibilities for defense, there are hereby 
authorized to be appropriated to the President for the fiscal year 1952— 

(a) $5,293,000,000 for assistance pursuant to the provisions of the Mutual 
Defense Assistance Act of 1949, as amended (22 U. 8. ©. 1571-1604), for 
countries which are parties to the North Atlantic Treaty and for any country 
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of Europe (other than a couritry covered by another title of this Act), which 
the President determines to be of direct importance to the defense of the 
North Atlantic area and whose increased ability to defend itself the President 
determines contributes to the preservation of the peace and security of the 
North Atlantic area and is important to the security of the United States. In 
addition, unexpended balances of appropriations heretofore made for carrying 
out the purposes of the Mutual Defense Assistance Act of 1949, as amended 
(22 U.S. C. 1571-1804), through assistance to any of the countries covered by 
this subsection are here by authorized to be continued available through June 
30, 1952, and to be consolidated with the appropriation authorized by this 
subse ction, 

(b) $1,675,000,000 for assistance pursuant to the provisions of the Eco- 
nomic Cooperation Act of 1948, as amended (22 U. 8. C. 1501-1522) (in- 
cluding assistance to further European military production), for any country 
of Europe covered by subsection (a) of this section and for any other country 
covered by section 103 (a) of the said Economie Cooperation Act of 1948 
(22 U. S. C. 1502). In addition, unexpended balances of appropriations 
heretofore made for carrying out the purposes of the Economie Cooperation 
Act of 1948, as amended (22 U. 8. C. 1501-1522), are hereby authorized to 
be continued available through June 30, 1952, and to be consolidated with 
the appropriation authorized by this subsection. 

(ec) Not to exceed 5 percent of the total of the appropriations granted 
pursuant to this section may be transferred, when determined by the Presi- 
dent to be necessary for the purposes of this Act, between appropriations 
granted pursuant to either subsection: Provided, That the amount herein 
authorized to be transferred shall be determined without reference to any 
balances of prior appropriations continued available pursuant to this section. 


TITLE II 
NEAR East AND AFRICA 


Sec. 201. In order to further the purposes of this Act by continuing to provide 
military assistance to Greece, Turkey, and Iran, there are hereby authorized to be 
appropriated to the President for the fiscal year 1952, not to exceed $415,000,000 
for furnishing assistance to Greece and Turkey pursuant to the provisions of the 
Act of May 22, 1947, as amended (22 U. 8S. C. 1401-1410), and for furnishing 
assistance to Iran pursuant to the provisions of the Mutual Defense Assistance 
Act of 1949, as amended (22 U. 8. C. 1571-1604). In addition, unexpended 
balances of appropriations heretofore made for assistance to Greece and Turkey, 
available for the fiscal year 1951, pursuant to the Act of May 22, 1947, as amended 
(22 U. S. C. 1401-1410), and "for assistance to Tran pursuant to the Mutual 
Defense Assistance Act of 1949, as amended (22 U. 8. C. 1601), are hereby au- 
thorized to be continued available through June 30, 1952, and to be consolidated 
with the appropriation authorized by this section. 

Sec. 202. Whenever the President determines that such action is essential for 
the purposes of this Act, he may provide assistance, pursuant to ee provisions 
of the Mutual Defense Assistance Act of 1949, as amended (22 U. C. 1571- 
1604), to any country of the Near East area (other than chow cove end by sec, 
201) and may utilize not to exceed 10 percent of the amount made available (ex- 
eluding balances of prior appropriations continued available) pursuant to section 
201 of this Act: Provided, That, any such assistance may be furnished only upon 
determination by the President that (1) the strategic location of the recipient 
country makes it of direct importance to the defense of the Near East area, (2) 
such assistance is of critical importance to the defense of the free nations, and 
(3) the immediately increased ability of the recipient country to defend itself 
contributes to the preservation of the peace and security of the area and is im- 
portant to the security of the United States. 

Sec. 203. In order to further the purposes of this Act in Africa and the Near 
East, there are hereby authorized to be appropriated to the President for the 
fiscal year 1952, $125,000,000 for economic and technical assistance in Africa 

and the Near East in areas other than those covered by section 103 (a) of the 
E: conomic Cooperation Act of 1948, as amended (22 U. C. 1502). Funds ap- 
propriated pursuant to this section shall be available tet r the applicable pro- 
visions of the Economic Cooperation Act of 1948, as oie (22 U. 8. C. 1501- 
1522), and of the Act of International Development (22 U. C. 1557). 

Sec. 204. Not to exceed $50,000,000 of the funds authorize “i under section 203 
hereof may be contributed to the United Nations during the fiscal year 1952, 
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for the purposes, and under the provisions, of the United Nations Palestine 
Refugee Aid Act of 1950 (22 U.S. C. 1556): Provided, That, whenever the President 
shall determine that it would more effectively contribute to the purposes of the 
said United Nations Palestine Refugee Aid Act of 1950, he may allocate any part 
of such funds to any agency of the United States Government to be utilized in 
furtherance of the purposes of said Act, and any amount so allocated shall be a 
part of the United States contribution to the United Nations Palestine Refugee 


TITLE Ill 


AsIA AND Paciric 


Agency. 


Sec. 301. In order to carry out in the general area of China (including the 
Republic of the Philippines and the Republic of Korea) the provisions of sub- 
section (a) of section 303 of the Mutual Defense Assistance Act of 1949, as 
amended (22 U. 5. C. 1604 (a)), there are hereby authorized to be appropriated 
to the President for the fiscal year 1952, not to exceed $555,000,000. In addition, 
unexpended balances of appropriations heretofore made for carrying out the 
provisions of title III of the Mutual Defense Assistance Act of 1949, as amended 
(22 U. 8. C. 1602-1604), are hereby authorized to be continued available through 
June 30, 1952, and to be consolidated with the appropriation authorized by this 
section. Not to exceed $50,000,000 of funds appropriated pursuant to this 
section (excluding balances of appropriations continued available) may be 
accounted for as provided in subsection (a) of said section 303. 

Sec. 302. In order to further the purposes of this Act through the strengthening 
of the area covered in section 301 of this Act (but not including the Republic of 
Korea), there are hereby authorized to be appropriated to the President for the 
fiscal year 1952, $262,500,000 for economic and technical assistance in those 
portions of such area which the President deems to be not under Communist 
control. Funds appropriated pursuant to authority of this section shall be 
availabie under the applicable provisions of the Economie Cooperation Act of 
1948, as amended (22 U. 8. C. 1501-1522), and of the Act for International 
Development (22 U. 8S. C. 1557). In addition, unexpended balances of funds 
heretofore made available for carrying out the purposes of the China Area Aid 
Act of 1950 (22 U. 8. C. 1547), are hereby authorized to be continued available 
through June 30, 1952, and to be consolidated with the appropriation authorized 
by this section. 

Sec. 303. (a) In order to provide for the United States contribution to the 
United Nations Korean Reconstruction Agency, established by the Resolution of 
the General Assembly of the United Nations of December 1, 1950, there are hereby 
authorized to be appropriated to the President not to exceed $112,500,000. In 
addition, unobligated balances of the appropriations heretofore made, and avail- 
able during the fiscal year 1951, for assistance to Korea under authority of the 
Far Eastern Economie Assistance Act of 1950, as amended (22 U.S. C. 1551, 1552, 
1543), are hereby authorized to be continued available through June 30, 1952, 
and to be consolidated with the appropriation authorized by this section. 

(b) The sums made available pursuant to subsection (a) may be contributed 
from time to time on behalf of the United States in such amounts as the President 
determines to be appropriate to support those functions of the United Nations 
Korean Reconstruction Ageney which the military situation in Korea permits 
the Agency to undertake pursuant to arrangements between the Agency and the 
United Nations Unified Command in Korea. In computing the aggregate amount 
of such contributions by the United States, there shall be included the value of 
goods and services made available to Korea by any department or agency of the 
United States for relief and economic assistance after the assumption of responsi- 
bility for relief and rehabilitation operations in Korea by the United Nations 
Korean Reconstruction Agency. 

(ce) The provisions of subsections 304 (a) and (b) of the United Nations Pales- 
tine Refugee Aid Act of 1950 (22 U.S. C. 1556 (b)) are hereby made applicable 
with respect te Korean assistance furnished under this section. 

(d) Uneneumbered balances of sums heretofore or hereafter deposited in the 
special account established pursuant to paragraph (2) of article V of the agree- 
ment of December 10, 1948, between the United States of America and the 
Republic of Korea (62 Stat., pt. 3, 3788) shall be used in Korea for such purposes 
as are consistent with United Nations programs for assistance to Korea and as 
may be agreed to between the Government of the United States and the Republic 


of, Korea. 
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(e) The functions of the Economic Cooperation Administrator under the pro- 
visions of section 3 of the Far Eastern onomic Assistance Act of 1950, as 
amended (22 U. 8S. C. 1551), shall hereafter be performed by such departments 
or agencies of the Government as the President shall direct. 


TITLE IV 
AMERICAN REPUBLICS 


Sec. 401. In order to further the purposes of this Act through the furnishing of 
military assistance to the other American Republics, there are hereby authorized 
to be in smc to the President for the fiscal year 1952, not to exceed $40,- 

,000 for carrying out the purposes of this section under the provisions of the 
Mutual Defense Assistance Act of 1949, as amended (22 U. S. C. 1571-1604): 
Provided, That, such assistance may be furnished only in accordance with defense 
plans which are found by the President to require the recipient country to partici- 
pate in missions important to the defense of the Western emtaghere. Any such 
assistance shall be subject to agreements, further referred to in section 402 of the 
Mutual Defense Assistance Act of 1949, as amended (22 U.S. C. 1573), designed to 
assure that the assistance will be used to promote the defense of the Western 
Hemisphere; and after agreement by the Government of the United States and 
the country concerned with respect to such missions, military assistance hereunder 
shall be furnished only in accordance with such agreement. 

Sec. 402. In order to strengthen friendship and understanding among the 
peoples of the American Republics through the furnishing of technical assistance 
in furtherance of the purposes of this Act, there are hereby authorized to be 
appropriated to the President for the fiscal year 1952, $22,000,000 for assistance 
under the provisions of the Act for International Development (22 U. 8S. C. 1557) 
and of the Institute of Inter-American Affairs Act, as amended (22 U. 8. C. 281). 


TITLE V 
GENERAL PROVISIONS 


Src. 501. Whenever the President determines it to be necessary for the pur- 
poses of this Act, not to exceed 10 percent of the funds made available under any 
title of this Act may be transferred to and consolidated with funds made available 
under any other title of this Act in order to furnish, to a different area, assistance 
of the kind for which such funds were available before transfer. 

Src. 502. The President, pursuant to section 404 of the Act for International 
Development (22 U. 8. C. 1557b), may make contributions on behalf of the 
United States to such technical cooperation programs of the United Nations and 
the Organization of American States as he determines will further the purposes 
of this Act in a total amount not exceeding $13,000,000 from funds made available 
under authority of sections 101 (b), 203, 302, and 402 of this Act and the use of 
such contributions shall not be limited to the area covered by the section of the 
Act from which the funds are drawn. 

Sec. 503. Funds made available for carrying out the provisions of Title I of 
this Act shall be available for the administrative expenses of carrying out the 
purposes of all of the titles of this Act, including expenses incident to United 
States participation in international security organizations and expenses of domes- 
tic programs under the Act for International Development. Any currency of 
any nation received by the United States for its own use in connection with assist- 
ance furnished by the United States may be used by any agency of the Govern- 
ment without reimbursement from any appropriation for the administrative and 
operating expenses of carrying out the purposes of this Act. Funds made available 
for carrying out the purposes of this Act in the Federal Republic of Germany 
may, as authorized in subsection 114 (h) of the Economie Cooperation Act of 
1948, as amended (22 U. 8S. C. 1512 (h)), be transferred by the President to any 
department or agency for the expenses necessary to meet the responsibilities and 
obligations of the United States in the Federal Republic. of Germany. 

Sec. 504. The proviso in the first sentence of section 403 (d) of the Mutual 
Defense Assistance Act of 1949, as amended (22 U. 8. C. 1574 (d)), is hereby 
amended to read as follows: ‘‘ Provided, That after June 30, 1950, such limitation 
shali be increased by $250,000,000 and after June 30, 1951, by an additional 
$450,000,000.” 

Sec. 505. Section 414 of the Act for International Development (22 U. 8. C. 
1557 (1)) is amended by inserting between the words “Act’’ and ‘‘until’’, the 
words ‘for a period to exceed three months’”’. 
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Sec. 506. The President, from time to time while funds appropriated for the 
purposes of this Act continue to be available for obligation, shall transmit to the 
Congress, in lieu of any reports otherwise required by law, reports covering each 
six months of operations in furtherance of the purposes of this Act, except informa- 
tion the disclosure of which he deems incompatible with the security of the United 
States. The first such report shall cover the six-month period commencing on 
the date this Act becomes effective. Reports provided for under this section shall 
be transmitted to the Secretary of the Senate or the Clerk of the House of Repre- 
sentatives, as the case may be, if the Senate or the House of Representatives, as 
the case may be, is not in session. 

Sec. 507. Section 115 (b) (6) of the Economic Cooperation Act of 1948, as 
amended (22 U.S. C. 1513 (b) (6)), is amended (a) by adding in the second pro- 
viso after the words “‘shall be used’”’ the words ‘‘to promote military defense, or 
shall be used’’; (b) by adding in the last clause of the second proviso the words 
“and operating” after the word ‘administrative’; (c) by striking from the last 
clause of the second proviso the words “within such country’’; and (d) by sub- 
stituting in the fourth proviso the words ‘‘upon termination of assistance to such 
country under this Act”’ in place of the words “‘on June 30, 1952’’. 

Sec. 508. Assistance to any nation by means of funds authorized under this 
Act may, notwithstanding the date specified in section 122 of the Economic Co- 
operation Act of 1948, as amended (22 U. 8. C. 1520), continue as long as such 
funds remain available for such assistance, unless sooner terminated in accord- 
ance with the requirements of section 495 of the Mutual Defense Assistance Act 
of 1949, as amended (22 U. 8S. C. 1576), or section 118 of the Economic Coopera- 
tion Act of 1948, as amended (22 U.S. C. 1516), or section 411 of the Act for Inter- 
national Development (22 U.S. C. 1557 (i)). 

Sec. 509 (a). As used in this section: 

(i) the term “‘invention’’ means an invention or discovery covered by a 
patent issued by the United States, and 

(ii) the term “information’’ means information originated by or peculiarly 
within the knowledge of the owner thereof and those in privity with him, 
which is not available to the public and is subject to protection as property 
under recognized legal principles. 

(b) Whenever, in connection with the furnishing of military assistance in 
furtherance of the purposes of this Act, 

(i) use within the United States, without authorization by the owner, shall 
be made of such an invention, or 

(ii) damage to such owner shall result from the disclosure of information by 
reason of acts of the United States or its officers or employees, 

the exclusive remedy of the owner of such invention or information shall be by 
suit against the United States in the Court of Claims for reasonable and entire 
compensation for unauthorized use or disclosure. In any such suit the United 
States may avail itself of any and all defenses, general or special, that might be 
pleaded by any defendant in alike action. In addition, in any suit for damages for 
use or disclosure of such information, any written description, model, drawing, o1 
other recorded teaching in the files of any department or agency of the Govern 
ment, which 

(i) has a provable date either 

(A) prior to the making of the invention, or 

(B) more than one vear before the filing of the application for the 
patent in suit, or 

(C) before the disclosure to the United States by the owner thereof 
of the information upon which the suit is based, and , 

(ii) constitutes a sufficient description of the invention used or information 
disclosed upon which the suit is based to enable others to practice said inven- 
tion or employ such information, unless such teaching consists of information 
obtained directly or indirectly from the patentee or owner of the information 
upon which the suit is based, 

shall constitute a complete defense for the Government against the claim for com- 
pensation. Except as otherwise provided by law, such teaching shall not invali- 
date any patent covering the invention or impair the property in such information. 

(c) Before such suit against the United States has been instituted, the head of 
the appropriate department or agency of the Government, which has furnished 
military assistance in furtherance of the purposes of this Act, is authorized and 
empowered to enter into an agreement with the claimant, in full setthkement and 
compromise of any claim against the United States hereunder. 

(d) This section shall not confer a right of action on anyone or his suecessor or 
assignee who, when he makes such a claim, is in the employment or service of the 
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United States, or who, while in the employment or service of the United States, 
discovered, invented, or developed any invention or information on which such 
claim is based. 

(e) No officer or employee of the Government, including civilian and military 
personnel of the military departments, shall be held liable for any fine or penalty 
under the Act of June 25, 1948 (18 U.S. C. 1905), by reason of his disclosure, in 
the discharge of an official duty or assignment in furnishing military assistance in 
furtherance of the purposes of this Act, of any confidential information which is 
in the official possession of the United States, its officers or employees and which 
concerns or relates to trade secrets, processes, operations, style of work or ap- 
paratus of any person, firm, partnership, corporation, or association. 

Sec. 510. Section 408 (e) of the Mutual Defense Assistance Act of 1949, as 
amended (22 U. 8. C. 1580), is hereby amended by adding in the first proviso 
thereof, after the words ‘‘of which it is a part’’, the words ‘‘or in United Nations 
collective security arrangements and measures’’, and by changing the figure at 
the end thereof to ‘‘$500,000,000.”’ 

Sec. 511. Upon a determination by the President that it will further the pur- 
poses of this Act, not to exceed $10,000,000 of the funds made available pursuant 
to section 203 of this Act and not to exceed $25,000,000 of funds made available 
pursuant to section 302 of this Act may be advanced to countries covered by said 
sections in return for equivalent amounts of the curreney of such countries being 
made available to meet local curreney needs of the aid programs in such countries 
pursuant to agreements made in advance with the United States: Provided, That 
except when otherwise prescribed by the President as necessary to the effective 
accomplishment of the aid programs in such countries, all funds so advanced shall 
be held under procedures set out in such agreements until used to pay for goods 
and services approved by the United States or until repaid to the United States 
for reimbursement to the appropriation from which drawn. 

(b) In order to assist in carrying out the provisions of the Economie Coopera- 
tion Act of 1948, as amended, not to exceed $50,000,000 of funds made available 
under the authority of this Act for assistance pursuant to the provisions of the 
Economie Cooperation Act of 1948, as amended (22 U. 8. C, 1501-1522) may be 
used to acquire local curreney for the purpose of increasing the production of 
materials in which the United States is deficient. 

Sec. 512. (a) In order to carry out the purposes of this Act, there may be 
employed one person at an annual rate of compensation not to exceed $17,500, 
and any person so employed shall be appointed by the President, by and with 
the advice and consent of the Senate. ; 

(b) Subsection (e) of section 406 of the Mutual Defense Assistance Act of 
1949, as amended (22 U.S. C. 1577 (e)), is amended to read as follows: ‘For the 
purpose of carrying out the provisions of this Act, there may be employed not 
to exceed four persons at a rate of compensation not to exceed $15,000. 
Any person so employed shall be appointed by the President, by and with the 
advice and consent of the Senate.” 

Sec. 513. In order to carry out the purposes of this Act, not to exceed three 
positions may be placed in grades above grade 15 of the General Schedule es- 
tablished by the Classification Act of 1949 (5 U.S. C. 1112), and said positions 
shall be additional to the number authorized by section 505 of said Act 
(5 U. S. C. 1105). 

Chairman Ricuarps. For the information of the committee I 
would like to say we are going to proceed strictly under the 5-minute 
rule, to begin with. We are going to hew to that line for the first 
questioning period. 

The only exception to that will be where it takes the witness longer 
than 5 minutes to answer the question which has been asked within 
the 5 minutes. 

The first witness this morning is the distinguished Secretary of 
State. 

Mr. Reece. Mr. Chairman, would you permit an interruption? 

Chairman Ricuarps. Yes, sir. 

Mr. Reece. Did I understand the chairman to say that each 
member would be allotted only 5 minutes? Does that include the 
answer also? 
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Chairman Ricwarps. That is right. That will be the first time 
around. After that there will be an unlimited period for each member 
to ask any question he wishes of each witness. 

Mr. Reece. That practically means no questioning at all. It is 
very easy for an answer to consume the better part of 5 minutes, 
Mr. Chairman. , 

However, I am not willing to interpose an objection. 

Chairman Ricuarps. That is the usual way. 

Mr. Reece. Some of us are not members of the committee that 
went abroad. 

Chairman Ricuarps. That is the usual committee procedure, I will 
say for the benefit of the gentleman from Tennessee. We intend to 
adhere to it. 

I am afraid he does not understand, though, that he will not be at 
any disadvantage at all, because he will have full time to ask any 
questions he wishes a little later on. 

The first witness is the distinguished Secretary of State, Mr. 
Acheson. Mr. Acheson. 


STATEMENT OF HON. DEAN ACHESON, SECRETARY OF STATE 


Secretary Acuesow. Mr. Chairman and members of the committee, 
the mutual-security program is an essential part of the total national 
effort to build our national security. 

I believe it represents an economical, practical, and efficient pro- 
gram, carefully worked out to give this country maximum security 
per dollar cost. 

The funds requested total $8.5 billion, of which $6.3 billion are for 
military aid and $2.2 billion are for economic aid. ‘This assistance to 
other free nations will yield a larger and faster return in terms of our 
national security than we could obtain by increasing the budget for 
our own Armed Forces by the same amount. I urge you to judge 
the program by that test. It is the test we have applied in working 
it out. 

This program has been developed to protect the immediate and 
long-term interests of the United States. The practical steps to help 
build strength abroad under this program are essential to our own 
safety and well-being, as well as to the security of our allies abroad. 

This national program is part of a great effort by the free nations 
to rid the world of war and to make peace secure. 

That is our positive goal. That is the purpose which unifies the 
free nations. 

Weakness invites aggression. Now and in the future, strength is 
the precondition of peace. The free nations must be militarily 
strong to deter attack by the enemies of freedom. They must be 
politically and economically strong to support the military forces 
needed for defense and to defeat attempts to subvert their institutions. 
They must also be strong of spirit, to keep on with their efforts to 
bridge the present dangers and to build toward a better and a safer 
future. 

These factors of strength—military, political, economic and spir- 
itual—depend on each other. That is why we have brought together 
in the mutual security program the continuing elements of our various 


aid programs. 
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This is not essentially a new program. What is new is the pulling 
together of economic-, technical-, and military-assistance programs 
into one bill which directs all these going programs into the building 
of strength, adapts them for flexibility and efficiency in meeting 
changes in the situation, and requires the administering agencies to 
employ these resources in a single-purposed drive for peace and 
security. 

I want to underline the interdependence of these different factors 
of strength. Military strength is important and costly, and military 
assistance is the largest component of the mutual security program. 

But we have seen time and again how political and economic deterio- 
ration and loss of morale can rot the fibers of military strength. And 
we have also seen how political and economic recovery bring an 
upsurge of morale and an increase of military strength. 

While it is necessary to consider the needs of individual countries 
and areas separately, the relation of the parts of the program to the 
program as a whole should not be lost sight of. 

The parts interlock—between countries and areas, and within them. 
Frankly, what concerns me most at this time is that too narrow a 
view might be taken of this problem of building strength, and that 
economic and technical assistance might be reduced because of a 
failure to demonstrate or recognize how essential this aid is in under- 
pinning military strength. 

This program has been developed over a period of many months 
by teamwork between all the departments and agencies concerned. 
They had available to them a vast amount of information assembled 
by them here and abroad, as well as the plans and data of many 
international agencies in which the United States is represented— 
such as the North Atlantic Treaty Organization, the Organization 
for European Economic Cooperation, the Inter-American Defense 
Board, and various United Nations agencies. 

This program as it stands is the result of the screening of this ma- 
terial and its coordination with our own plans and programs. The 
judgment of our highest authorities in military, economic, and foreign 
affairs is that the program is needed in our own interests, that it will 
efficiently contribute to our own security, and that we have the means 
to carry it out. 

The presentation of the program to your committee will, like the 
preparatory work, be a teamwork job. Following me, you will hear 
General Marshall, Mr. Foster, General Bradley, Mr. Harriman, and 
Mr. Cabot. 

Then the political, military, economic, and administrative aspects 
of the program in Europe, the Near East, the Far East and the 
Western Hemisphere will be presented by officials of State, Defense, 
and ECA, with assistance from other agencies on particular subjects 
of concern to them. 

Several witnesses from overseas will give on-the-spot reports on 
conditions and prospects abroad and will discuss how the program 
will work in their areas. 

This teamwork will be carried over into the administration of the 
program, and will obtain a continuity of thought and of action which 
will result in a single-minded application of funds to promote the 
security of our Nation and of the free world as a whole. 
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We are proposing that the mutual security program be adminis- 
tered under existing legislation, brought together and amended to 
further the objectives of the program. The Mutual Defense Assist- 
ance Act, the Economic Cooperation Act, the Act for International 
Development, and other assistance acts provide adequate foundation 
for a mutual security program. 

They were all designed to further the national interests and national 
security of our country, and they can be linked together to increase 
their effectiveness. 

The organizational arrangements under which the program will be 
operated also link to the arrangements under which these acts have 
been administered in the past. Using the interdepartmental Inter- 
national Security Affairs Committee, we intend to make use of the 
valuable experience gained im operations under existing legislation, 
and permit the new program to be carried out with minimum dis- 
ruption of current operations, but with maximum speed and efficiency. 

The amendments proposed to the existing acts are not many in 
number, but they are important. All are designed to make the appli- 
cation of our resources more effective in furthering mutual security. 

The men who will testify in support of this program and who will be 
entrusted with its administration will not assert that it is a perfect 
program. In a task as large and complex as this there will always be 
room for improvement arid development—which is the reason why we 
seek some flexibility in the use of the funds requested. 

What we are prepared to show is that requirements exceed resources ; 
that they have been trimmed to fit our capabilities; and that funds 
have been requested only where there is a need, a clear opportunity, 
and the means to build strength. This strength-is important to our 
own security; it could not be obtained without our aid; and it could 
not be matched by any use of the same funds here at home. These 
are the tests. 

The basic idea of this program, as of our foreign policy as a whole, 
is that time is on our side if we make good use of it. The vast poten- 
tial of the free world is adequate to the job. The mutual security 
program is part of our effort to make the best use of the time we have, 
and to lead the way in using the potential of the free world to rid the 
world of war and make peace secure. 

I would like to review with you, very briefly, the ways in which 
this mutual security program is designed to support the basic elements 
of our foreign policy. 

All our actions abroad, whatever form they may take, have a single 
purpose. That purpose is to advance the security and welfare of this 
country. There is no other possible justification for any policy or 
program. There is no other justification for asking the American 
taxpayer to finance any foreign policy or program. 

o recognize the enlightened self-interest in these activities does 
not detract from the humanitarian character of some of them, nor 
from their contribution to the common goal of peace and security. 

Security begins at home. No foreign policy can insure national 
security unless the nation has adequate defense forces. But in the 
world in which we live, no national defense policy can insure security 
unless the nation has strong and reliable friends and allies. 

We cannot afford to underestimate the importance of our friends 
and allies to our own security. The United States is a rich and power- 
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ful Nation. We have an energetic, courageous, and resourceful 
population, loyal to our institutions and ideals, and fiercely determined 
to defend the way of life which we have created here. The United 
States occupies a favorable geographical position. Its total strength, 
actual and potential, is perhaps greater than that of any other country 
in the history of mankind. 

And yet no nation, including our own, is strong enough to stand 
alone in the modern world. Despite the great advantages with which 
our country has been blessed, we are not self-sufficient. 

Our population is limited in numbers. We are dependent on other 
areas for many vital raw materials. The oceans which have shielded 
us in the past have dwindled to lakes in the sweep of modern technology. 

Even our unparalleled industrial establishment, mighty as it is, 
could not match the industrial power which would be leveled against 
us if a major part of the free world should be incorporated within the 
Soviet Empire. Finally, we know that we could not continue to be 
the kind of a country we are, if we were to withdraw into a cave of 
isolation. 

The great majority of our people fully understand and appreciate 
these facts. But we must be sobered by the realization that the men 
in the Kremlin are no less aware of them. They have shown this by 
their persistent efforts to split us off from our allies. Using a combina- 
tion of political, psychological, economic, and military tactics, the 
Soviet rulers are out to divide and conquer. In the case of the United 
States particularly, their first effort appears to be to isolate us. 

To put it bluntly, the Soviet Union wants to see the United States 
try to “go it alone.’’ By sporadic aggression, by cautious retreat, by 
unending propaganda, by economic sabotage, by seizing control in 
one area, by playing on differences in another—by all such acts, the 
Kremlin seeks to produce a situation in which the United States will 
ultimately be pushed into a position of trying to “go it alone.”’ 

That is why, at the same time we are converting some of our po- 
tential military strength into actual military strength, our security 
program requires us to make sure that we have strong and reliable 
friends and allies. 

This interlocking character of foreign policy and national defense 
policy was formally recognized by the Congress when it established 
the National Security Council. 

The foreign policies and programs of the United States have been 
adopted by the President, after all the interdependent factors, do- 
mestic and foreign, political and military, have been fully considered 
by the members of the Council. 

They are continuously reviewed and, when necessary, revised; 
policies and programs cannot remain static in a dynamic world. 

In reviewing our policy, we might begin with our own country, a 
center of strength in the free world, and work outward from it te the 
other areas affected by this program. 

The supreme test of our ability to survive is our ability to win if war 
is forced upon us. We must be prepared for that supreme test, and 
preparation for it offers the best chance of avoiding it. 

The danger of war can be measured by the readiness or lack of readi- 
ness to meet an attack upon our vital interests. The history of 
recent vears should teach us that a dictator does not launch an attack 
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against a state or a coalition of states unless he can calculate that he 
has the power to win and to hold his objective. 

His calculations are sometimes wrong, as Hitler’s were. But the 
error is usually an error of political judgment. He thinks that the 
free nations are disunited, or will not unite against him, and that he 
can pick off his victims one or two at atime. Or he thinks they will 
not have the determination to resist him in his conquests. 

I do not think that the rulers of the Soviet Union will make this 
mistake. The reaction to the attack on Korea has made it clear that 
the free nations will not acquiesce in a strategy of piecemeal conquest. 
It has reduced the likelihood of further creeping aggressions. 

The determined effort by the United States and other countries to 
prepare for defense against aggression—preparations which have been 
greatly speeded up by the provocative action in Korea—can reduce 
the danger of general war. That danger requires, however, greatly 
increased preparedness before we can be confident that the strength 
of our defenses will be so clear as to prevent foolhardy caiculations by 
the Soviet rulers. 

The core of our national policy is a rapid development of strength 
in our country, and the maintenance of that strength so long as the 
threat continues. That is the purpose of the $60 billion defense budget 
which the President has requested for the coming fiscal year. 

The record of our accomplishment in building strength has the 
most direct and significant bearing on foreign policy and the world 
position of this country. It heartens our friends and discourages our 
foes. It reinforces the means of winning through to a successful 
conclusion of the Korean conflict and of preventing new outbreaks of 
violence. It isa solid backstop for our foreign-policy efforts abroad to 
guard the Nation’s security. 

Let us look now at the world with which our foreign policy is con- 
cerned. 

In the present state of the world, the crucial problem of war and 
peace centers around the challenge presented to the rest of the 
world by the policies of the Soviet Government. 

Historically, the Russian state has had three great drives—to the 
west into Europe, to the south into the Middle East, and to the east 
into Asia. 

When it has been held in one area, it has sought opportunities in 
another. We have seen examples of this in the postwar period—in 
Czechoslovakia, in Iran, in China, and Korea. 

Historically also the Russian state has displayed considerable 
caution in carrying out those drives. The Russian rulers liked to bet 
on sure things; to be in a position to cut their losses when events showed 
that they had overreached themselves. They have not wanted to 
risk everything on a single throw of the dice. 

The Politburo has acted in this same way. It has carried on and 
built on the imperialist tradition. What it has added consists mainly 
of new weapons and new tactics—the weapons of conspiracy, sub- 
version, psychological and ideological warfare, and indirect aggres- 
sion, and tactics skillfully designed to employ these weapons. 

It has been, given its aims and its power, cautious in its strategy. 
It still prefers to bet on a sure thing. Their discovery that Korea 
was not a sure thing was undoubtedly a great shock to the Politburo, 
which called for some sudden changes in their planning. 
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Three other aspects of Soviet policy need to be mentioned: First, 
Russian policy makers, Czarist or Communist, have always taken a 
very long view. They think in generations where others may think 
in terms of a few years or a decade at most. 

Second, they are land-minded and have a deep and abiding and, 
on the historical view, justified confidence in the vastness of Russia 
as a factor in their security. 

Third, the ruling power in Moscow has long been an imperial 
power and now rules a greatly extended empire. It cannot escape 
the difficulties that, history teaches us, befall all empires. 

This is the challenge our foreign policy is required to meet. 

It is clear that this process of encroachment and consolidation by 
which Russia has grown in the last 500 years from the duchy of 
Muscovy to a vast empire has got to be stopped. 

This means that we have to hold, if possible, against its drives 
wherever they may be made. To hold means to hold against armed 
attack; it equally means to hold against internal attack—which is the 
new weapon added to the Russian arsenal by the Communists. 

This also means that we have to develop collective strength and the 
political relationships which support collective strength so as to deter 
Soviet drives against nations which, if they were standing alone, might 
fall easy prey. 

Meanwhile, doing all in our power to deter and to hold, we have to 
proceed confidently and positively with the orderly development of 
our political, social, and economic institutions in the free world. If 
we push ahead vigorously with this part of our program, and demon- 
strate the superiority of the free way of life, we shall be able to face 
the future with confidence. Although we cannot predict the final 
outcome of this conflict, we can be confident that free societies can 
outbuild, outproduce, and outlast societies based on tyranny and 
oppression. 

The strength of the free nations is potentially so much greater than 
that of the Soviet Union that it would be folly for all our nations to 
invite war by leaving this potential of strength undeveloped and 
unorganized. The free world includes over two-thirds of the total 
population of the earth. 

The free world encompasses nearly three-quarters of the world’s 
land area. The total productivity of the free world is many times 
that of the Soviet Empire. And, most importantly, the free world 
has resources of mind and spirit incalculably greater than those under 
the totalitarian control of the Kremlin. 

The countries and the regions of the free world are interdependent, 
and if there can be created unity of purpose, resolution to meet the 
present danger, and the great strength that can come from mutual 
security efforts—and this is what we are now doing—then the threat 
that faces us can be reduced to manageable proportions. Our United 
States policies are aimed at helping to bring about these conditions. 

Let us take the situation in the Western Hemisphere. 

No one should misinterpret our interest in the defensibility of the 
Americas. They are a vital base area for the free world’s effort to 
achieve collective security. It is the part of prudence and sound 
strategy to ensure the defense of this base and to develop its potential. 

We are blessed with good neighbors to the north and south. Our 
relations with them are so close and are based on such deep common 
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interests and shared experience that our energies can be devoted to 
working cooperatively on such problems as arise. This is a unique 
and highly advantageous situation. 

The American states have long been engaged in developing a set of 
international relationships which are a model of what is possible when 
states approach their problems with firm respect for and trust in each 
other and with determination that adjustments of difficulties should be 
accomplished by peaceful means. 

This did not just happen. It is not just an historical accident. 
It should not be taken for granted. It is the result of good will, 
patience, fair dealing, and hard work. Our foreign policy toward our 
neighbors in the Americas is to develop and strengthen these relation- 
ships so that the Western Hemisphere shall have the security which 
will enable all of us to pursue our national ideals and purposes free 
from external and internal threats. 

Canada is a partner with us in the North Atlantic Treaty, is asso- 
ciated with us in the Organization for European Economic Coopera- 
tion, and has sent forces to Korea. She has been, along with us, a 
large provider of aid to our European allies in the postwar years. 
She is a bulwark of strength to the north. 

We and our neighbors to the south are members of the Organization 
of American States. That Organization has a history extending 
back over six decades and is founded on common interests which were 
recognized far earlier. The ties of cooperation are close. 

Inter-American cooperation in military and other defense prepara- 
tions was emphatically reaffirmed at the recently concluded meeting 
of foreign ministers in Washington, where it was agreed that the 
American Republics should, through self-help and mutual aid, direct 
their military preparations so that those armed forces best adapted 
to collective defense would be strengthened. ‘The decisions of this 
meeting, which build upon the solid foundation for cooperative action 
previously established in the Rio treaty, also include the approval of 
a directive to the Inter-American Defense Board to prepare military 
plans for the common defense of the hemisphere as rapidly as possible. 

There are certain tasks of hemisphere defense—such as the protec- 
tion of key installations and key sources of raw materials—which we 
believe our partners to the south are ready and willing to take over. 
Coordinated plans are being developed by the Inter-American De- 
fense Board. 

The mutual security program provides for the first time for military 
assistance on a grant basis to the Latin-American countries which 
conclude bilateral agreements to undertake defense tasks in the West- 
ern Hemisphere. By performing such tasks, they will serve their 
interests and ours. This will relieve our forces so that they can per- 
form essential defense tasks elsewhere. 

Many of the Latin-American Republics are relatively underdeveloped 
economically. The bulk of the job of economic development, so far as 
outsiders can help, can and will be done by private investment on a 
risk basis supplemented by private and public loans. 

These countries are now very important suppliers of materials to us, 
having furnished us in 1950 with 35 percent of our total imports, 
including nearly half our wool imports, three-fifths of our oil imports, 
and more than half our imports of copper, lead, and nitrates. They 
can and will become even more important suppliers in the years ahead. 
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Certain loans from the Export-Import Bank and some of the techni- 
cal assistance to be provided under the Mutual Security Program are 
directly or indirectly related to the expansion of production of these 
basic materials needed by our economy; and, for our part, we will have 
to make sure that the Latin-American Republics get a fair deal in 
obtaining the goods they need from us to keep their economies healthy. 

The greatest part of the small technical assistance program will be 
used to help the governments of our sister republics improve agricul- 
ture and food production, health, education, and other essential 
services. 

I wish that I had time to illustrate the great benefits which have 
flowed from past programs of this kind. It is a story full of hope and 
challenge. These advances are the positive and promising way to 
meet the future and the surest way to combat the efforts of subversive 
elements to exploit present tensions and economic difficulties. 

There are areas of unrest and dissatisfaction which could become 
troublesome if neglected. This part of the program falls in the ounce- 
of-prevention category. I wish that we had acted in this way in 
similar situations before the Second World War, and I believe that 
if we had, our problems might be simpler today. 

This part of the program, amounting in all to $62 million, will help 
to keep the New World a symbol of hope for men everywhere, an 
evidence of man’s ability to build a peaceful and secure and progressive 
way of life. It is well worth while. 

Let us look now at Europe, where there has been a substantially 
new development of United States policy in the postwar years. We 
are all familiar with the evolution of this policy from the Greek- 
Turkish programs through the European recovery program to the 
North Atlantic Treaty, and which now finds American units partici- 
pating in an integrated force for the defense of Western Europe, with 
General Eisenhower as Supreme Commander of that force. 

Every reading of American public opinion shows that our people 
recognize the strength of the policy we have been following. They 
support this policy as essential to our national security because they 
are aware that Europe is one of the most decisive and critical areas. 

Europe contains the greatest pool of skilled labor in the world and 
industrial capacity second only to our own, and its more than 
200,000,000 people share with us a fundamental community of interest 
which extends to every sphere of activity. 

Moreover, what happens in Europe has direct and profound 
political, economic, and military repercussions elsewhere in the 
world—in Africa, the Middle East, the Far East, and Latin America. 
A Europe united in purpose, and strong economically, spiritually, and 
militarily, can serve, particularly when associated with us, as a strong 
deterrent to all forms of aggression, not only in Europe, but in other 
areas as well. 

The primary emphasis in our policy toward our European partners 
in the North Atlantic Treaty is to make common use of the foundation 
of economic recovery to build up collective armed defenses rapidly 
to the point where Soviet aggression would be foolhardy—where all 
Western Europe can be held. 

The Soviet rulers make a great to-do about what they call the 
aggressive character of the North Atlantic alliance. This commotion 
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is a clue to their ambitions but not to our intentions. They do not 
want Western Europe to be defensible. 

They know that the North Atlantic Treaty countries are not even 
trying to build a foree which could be used to invade the Soviet 
Union. They know that the force being built will be strong enough 
to hold on the ground and is already strong enough to retaliate with 
prompt and terrible power if Western Europe is attacked. 

In Europe, as elsewhere, the basic idea of our policy is that the 
future belongs to freedom if free men will make good use of their time. 

The program of aid to Europe totals nearly $7 billion, of which $5.3 
billion are for military aid and $1.7 billion are for economic aid. The 
former is composed almost entirely of military end items which will 
be used to equip forces now being raised and trained to use them. 

Most of the latter is also directly related to defense, for they are 
primarily concerned with the resources and the political and economic 
stability necessary to support the defense effort. 

We are encouraged by the significant increases which our European 
partners have made in their military budgets over the past year. We 
understand and appreciate the problems created for our partners by 
the impact on their economies of great increases in defense expendi- 
tures. 

We feel that progress has been made toward dealing with these 
problems, but even larger effort is necessary. We believe that we 
can, by cooperation and the utmost effort by all of us, achieve greater 
progress toward a level of military expenditure and production which 
will be adequate to ensure our common safety. 

Along the southeastern reaches of Europe and into the Near and 
Middle East, the problems of foreign policy are to make even stronger 
the several strong points, and to help other countries to strengthen 
themselves against the dangers of internal subversion. We are pro- 
posing military aid of $415 million and economic aid of $125 million 
for these purposes. 

Russian ambitions in this area are centuries old; so too are the 
internal problems which threaten the stability and security of this 
area. Our policy toward this vital area of the Near East is to help 
the governments and peoples of this area to build the kinds of military, 
political, and economic strength that will discourage aggression from 
without, protect them against subversion from within, strengthen 
their will to achieve stability and progress, and help to remove some 
of the causes of unrest. 

It is our aim to provide aid programs of an impartial character, that 
will enable the governments and peoples of this area to work out their 
own solutions to their problems. 

We have long recognized the vital importance of Greece and 
Turkey, and are ready to assist them further in developing their 
armed forces and in maintaining economic stability. Economic aid 
for Greece and Turkey is included in the total for Europe. 

The program takes into account the possible need for limited mili- 
tary assistance to countries of the Near East for the development of 
internal-security forces. 

We are also proposing to help the governments and peoples of this 
important area through the provision of some technical and develop- 
mental assistance. This impartial aid will strike at the conditions of 
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unrest and instability in which the agents of the Kremlin find oppor- 
tunities for subversion. 

We continued to strive for an adjustment of the current dispute 
between Iran and the United Kingdom which will recognize the right 
of the Iranian people to control their oil resources and at the same time 
protect legitimate British economic interests, thus insuring continued 
flow of Iranian oil to the free world. 

We reaffirm our interest in and concern for the independence and 
security of Iran and our readiness to assist the Lranian Government in 
building conditions of political and economic stability and resisting 
Communist subversion. 

We also have reason to be concerned with the importance of 
developing important resources in Africa, and the mutual security 
program includes modest sums for that purpose. 

The remaining part of the program consists of $930 million, for 
military and economic aid to Asia and the Pacific area. 

In the great crescent which reaches from Japan to Afghanistan, 
there live almost 700 million people—about 3 out of 10 people who 
inhabit the earth. , 

This area includes South Asia—India, Pakistan, Afghanistan, 
Ceylon and Nepal; Southeast Asia—Thailand, Burma, Indonesia, and 
the Associated States of Indochina; and the Philippines, Formosa, 
and Korea. 

But it is not only its large population which gives this area signifi- 
cance in a survey of the defenses of the free world. In this crescent 
are large resources of strategic materials essential to the productivity 
of the free world—tin, rubber, jute, petroleum, and many other 
materials. 

The location of this crescent is also of significant importance; 
astride the vital Pacific Ocean lines of communication, and bordering 
the Communist-dominated central land mass of Asia. 

Of key importance too is the industrial potential of Japan, which 
lies within this area but is not included in this aid program, since its 
needs are met in other ways. ' 

Our broad national objective in this area is to help the people 
develop independent and stable governments, friendly to the United 
States. 

The several elements of the Mutual Security Program for this area 
have been carefully worked out to further this aim. According to 
the different needs of these countries, both military aid amounting 
to $555 million and total economic aid of $375 million are proposed 
under the program. 

The entire area is under direct threat of Communist imperialist 
pressures. In addition to the internal pressures of subversion and 
political penetration, the area is now confronted with the rise of a 
militant, Chinese Communist imperialism. 

The immediacy of the military need is apparent. Open armed 
conflict is a reality in Indochina as well as Korea. The arms and 
ammunition being provided under this program to our friends and 
allies in Indochina and the Philippines are in actual and immediate use 
against the enemies of freedom. 

Without the aid that we have sent during the current year to 
Indochina, there is little doubt but that Indochina would long since 
have been overrun by the Communist forces of aggression, and the 
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whole of southeast Asia might either have been absorbed by this 
Communist force or be in immediate peril of such absorption. 

Substantial military aid is also proposed for Formosa, pursuant to 
the President’s policy statement of June 27, 1950. Supplementing 
this aid, which is deemed essential for the military defense of the 
island, it is proposed that economic assistance also be provided, i 
further support of the military effort. 

But military aid to these countries I have mentioned, and to 
Thailand, are only part of the problem of strengthening the security 
of this crescent in relation to the Communist land mass which it 
borders. 

The other part of the problem relates to the way people live—and 
in many respects, this part of the program affects not only the people 
with whom we deal directly, but also those millions whom we cannot 
reach directly, but who are watching what we do in Asia. 

As the false champion of Asian nationalism and economic improve- 
ment, the Communist movement has been successful in capturing 
some of the leadership of the nationalist movements in these countries. 
Communism thrives on the wretchedly low standards of living that 
prevail in most parts of this area 

Poverty, disease, illiteracy, and resentments against former colonial 
exploitations—these are the turbulent forces that seethe in Asia, that 
move people powerfully. The Communist movement has exploited 
these forces, and in the vital crescent I have described, it seeks to 
create attitudes ranging from neutralism to subversion, as part of its 
expansionist drive. 

Our first job, if we are to achieve our objective of helping the people 
of this area to maintain independent governments friendly to us, is 
to understand these forces at work in Asia, and to assure that the 
forces of nationalism and of the drive for economic improvement are 
associated with the rest of the free world instead of with communism. 

That is why an essential part of the Mutual Security Program in 
this area is designed to help the people of Asia to create social and 
economic conditions that will encourage the growth and survival of 
non-Communist political institutions, dedicated to the honest fulfill- 
ment of their basic needs and aspirations. 

Vast and challenging demands are now being made upon the leader- 
ship of free Asia arising from the new and heavy responsibilities of 
national independence. 

There are serious economic dislocations in the area resulting from 
the recent war and from changing production and trade patterns. 
There is a great lack of teachers and of schools, and a lack of trained 
technicians and administrators both in the governments and in 
economic life. 

The pressure of population on food supply, antiquated agricultural 
methods, disease, the lack of capital—these and the other difficulties 
I have described combine to threaten freedom and independence and 
to create opportunities for subversion. 

American materials and technical aid are needed to help the people 
of the area in dealing with these urgent economic problems. Our 
programs are designed to help build the economic, political, and social 
components of national strength and will provide a stimulus to 
maximum self-help in the area. 
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This aid will enable the people of this area to develop their own 
rich resources for their own benefit, as well as that of the rest of the 
free world. 

The Mutual Security Program in Asia complements United States 
policies in the Pacific. In relation to the conflict now raging in 
Korea, there is included in the program that you are considering, a 
recommendation that authorization be given for $112.5 million in 
support of the United Nations Korean Relief and Rehabilitation 
Administration. 

It is planned that the approach to the relief and rehabilitation 
operations in Korea will be made on an international basis in coopera- 
tion with other members of the United Nations which are contributing 
funds and supplies to the program. 

In considering the over-all security of the Pacific, as it relates to 
the Mutual Security Program, we also have in mind the importance 
of restoring sovereignty to Japan. 

The committee is familiar with the progress we are making in the 
preparation of a treaty of peace for Japan as the essential first step 
in this direction. 

Deter, defend, and develop. These are the lines of foreign policy 
which the Mutual Security Program is designed to support. We seek 
to deter war; for peace, not war, is the only full answer to our present 
danger. 

We shall do what we can and shall cooperate with others to defend 
the free nations against the twin menaces of external and internal 
attack. 

We shall do what we can and cooperate with others in the spirit of 
the Charter of the United Nations to develop the economic, political, 
and military strength of freemen and the extent of free institutions. 

By comparison with any other course, this approach is more promis- 
ing of success and it is more conservative of the lives and resources 
and ideals of freemen than any other open to us. 

No guaranty of success goes with it. But no other course will do 
as much, with the vast but not yet realized potential we of the free 
world have, to build the conditions of success, whatever turn events 
may take. 

Thank you, Mr. Chairman. 

Chairman Ricuarvs. Thank you, Mr. Secretary. I think that was 
a very strong and able statement. 

I would like to ask one or two questions at this point. It has been 
suggested that the so-called Mutual Security Program, on account of 
its all-inclusive nature, should be placed eanler a single Administrator, 
answerable only to the President and the Congress. What do you 
think about that? 

Secretary Acheson. Mr. Chairman, I should be glad to give my 
analysis of some of the elements of that problem. 

Might I start with the suggestion that, although we might talk 
about it now for a while, it might be more helpful for the committee 
to go through the program, analyze what is called for by the program, 
and then consider the administrative situation after the full impact of 
the program has been developed by the hearings and the testimony. 

Answering your question, may I first say a few words about the 
problem here? 
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The amount of $8.5 billion is divided into two great portions. 
One is the $6.3 billion for military use, and the other is the $2.2 billion 
for economic. Now, a very small part of the $2.2 billion is in what 
is known as the technical assistance program; the greater part of it is 
in economic aid, which goes along with the military aid. 

So far as the actual administration, that is, the handling of these 
sums, the procuring of the goods, the direction of the programs in 
various countries is concerned, whatever administrative changes are 
made in the Government, it will still be necessary, as it is the practice 
at the present, for the Defense Department to handle the defense 
requirements. 

In other words, it is only the military who, working with the mili- 
tary Officials of NATO and with the individual countries, can really 
determine what is needed; it is only they who can go out and put it 
into production; it is only they who could inspect it and know it is 
well built; it is only they who can deliver it and teach the recipients 
how to use it. 

So, whatever superstructure is built up, the real heart of the 
military program will be administered and directed, controlled by 
the military department; the same thing is true about the economic 
aid, in a broad sense, that is, in the ECA. 

Whether in the ECA, under its present name, or under some other 
name, there will be an administrative economic organization which 
will be dealing with the economic representatives of NATO, and of 
OEEC, and of the foreign countries, to gear in their production with 
their military requirements, and be sure that our military aid helps 
them in expanding their military needs. 

So that the actual operations of the two essential parts of this 
program must be carried out by a military group, on the one hand, and 
an economic group on the other, as is the present case. 

That brings us then to the consideration of the technical assistance 
program. That I should rather like to leave for Dr. Bennett later 
on in the hearings to develop more closely. 

What we can point out now is, as a practical matter, that the 
technical assistance program, which absorbs a very small amount of 
this great sum, is carried out by the ECA, in countries where there is an 
ECA program. 

We do not have Dr. Bennett’s group going into a country where 
there is already an ECA mission. The technical mission is turned 
over to them. Dr. Bennett’s group works in countries where it or 
its predecessors have always worked, and are continuing to work now. 
There is no duplication of effort. 

You come then to the coordination of the military part of the pro- 
gram with the economic part of the program. At the present time 
that is done under the International Security Affairs Committee. 
The Chairman of that Committee, Mr. Cabot, is an official who is in 
the State Department. 

On his Committee are the leading people under the heads of the 
various departments concerned with it, that is, the ECA, the Mili- 
tary Establishment, the Treasury, sometimes others. 

On occasion, the heads of those departments meet. When they 
do meet, I act as the Chairman. We have worked out a relationship 
here which is satisfactory, which produces decisions in 99 cases out 
of 100 by agreement. 
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Where a decision is not reached by agreement, it is immediately 
referred to the President for decision, and his decision is immediately 
picked up and put into effect. 

I think a great deal of this talk about a single agency revolves 
around two questions. One is whether the ECA should be ended 
and some new organization should be created. That I do not want 
to discuss at the present time. Others are much better qualified to 
discuss that than I am. 

The other point is, should the coordination of this work be lodged 
in some other agency, either a new economic one or a new super-duper 
one, which would be over all of these agencies, or should it be where 
it is now. 

My strong recommendation to the committee would be to leave that 
coordination where it is now, because the coordinating element in this 
thing is foreign policy. 

Either that foreign policy has to come from the President, through 
the department which is created to deal with foreign policy, which is 
the State Department, or you get a new department and abolish the 
State Department, and give it some other name. 

But the coordination must be in terms of foreign policy. There is 
not any other element which coordinates. How do you know just 
exactly about the economic and military aid in relation to the French 
effort? When you get through with all the technical parts of it, the 
last question involved is the question of foreign policy, to what extent 
can the French nation do what is being asked of it, and to what extent 
will asking more than you think it can do interfere with our relations? 

That must come from us or from us under a different name. 

rhe program is working. It is working harmoniously and well. 
As long as it is working well, my advice is to let it continue to work 
that way. 

Chairman RicHarps. Thank you, Mr. Secretary. I have a few 
questions to ask later on that. My time is up. Dr. Eaton. 

Mr..Earon. The Secretary has opened up such a vast selection of 
problems it is difficult to know where to begin with the questions. 

I just want to make sure of one position on our part. Are we here 
today recognizing the fact that we are engaged in a world conflict 

of ideas and ideals, in which America will either become the leader 
of freedom in a free world or Russia will become the leader of slavery 
in a slave world? Are we dealing with that problem here today? 

Secretary Acurson. Yes. I think we recognize that situation 
fully, Dr. Eaton. I tried to bring it out in my statement, that what 
I referred to in the statement as the ‘present danger,”’ is the danger 
to which you referred, and it is a danger to all free peoples. 

We, in view of our fortunate history, our great geographical posi- 
tion, both from the point of view of resources and from the point of 
view of defensibility, our tremendous industrial establishment, our 
spiritual and moral history, are in a position where we are required 
to put forward the great effort of leadership, whether we wish to do 
so or not, if freedom and liberty are going to survive in the world. 

Mr. Eaton. So we are not here simply discussing economic policies 
as to how to better our world trade; we are here to lay a foundation 

for world policy, to determine whether liberty or slavery is to domi- 
nate over all mankind? 

Is that the foundation of this legislation? 
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Secretary AcuEson. | think you have put it very correctly and 
very forcefully. 

Mr. Earon. Praise from Caesar is praise indeed. I thank you 
very much. 

Chairman Ricnarps. Mr. Gordon. 

Mr. Gorpon. I want to thank you for your comprehensive state- 
ment. I have one question. 

Now that we are getting into full swing on defense production do 
you think that our chances of obtaining our goal for world peace are 
brighter now than they were a year ago? 

Secretary Acheson. What was the first part of your question? 

Mr. Gorvon. Now that we are getting into full swing on defense 
production. 

Secretary Acurson. Yes, sir. I think there have been great 
advances made in this year. I happen to be here with you this 
morning on the anniversary of the day following the attack in Korea. 

A vast amount has happened to stimulate the defenses of the free 
world in that year. I believe there is both a greater consciousness of 
the danger which faces us, which Dr. Eaton was talking about a 
moment ago, and there is a much greater foundation of the power, 
economically and militarily, necessary to protect the free world. 

Mr. Gorvon. Do you feel the cooperation of the other countries 
is necessary? 

Secretary AcuEson. The cooperation is very what? 

Mr. Gorpon. Is the cooperation of the other countries important 
and necessary in this defense production for defense of those countries? 

Secretary AcHESON. It is very important? 

Mr. Gorpon. Yes. 

Secretary Acnueson. It is essential, Mr. Gordon. I think it is 
absolutely essential. Progress has been made in that direction over 
the past vear. It is not nearly as much as we hope or believe will 


occur in the immediate future. But an encouraging start has been 


made, 

Now we have to press forward with that start, and press it more 
fully. 

Mr. Gorpvon. That is all, Mr. Chairman. 

Chairman Ricuarps. Mr. Chiperfield. 

Mr. CureerFieLp. No questions at the present time, Mr. Chairman. 

Chairman Ricuarps. Mr. Battle. 

Mr. Barrie. Thank vou, Mr. Chairman. 

Mr. Secretary, we are all very much interested in Malik’s proposal, 
indicating the possibility of a cease fire in Korea. In case it is possible 
to settle the Korean War and it will take all of the ingenuity and 
strength at our command, would that lessen the need for this Mutual 
Security Program? 

Secretary AcnrEson. No, sir; I do not think it would lessen the 
need. The solution of the Korean problem would enable us, the 
whole world, to draw back from what may be very close to the edge 
of the precipice. 

It does not mean that danger has been removed. It does not mean 
any lessening of the need for effort in building our defenses. 

It means that the disaster is not quite as close as it would be if the 
war continued. 
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Mr. Barrie. As a matter of fact, one of our greatest dangers is the 
tendency to slack off in our efforts and determination to stop atheistic 
communism in the United States and elsewhere. 

Mr. Secretary, | assume that a lot of thought has been given to our 
capacity, that is, our capacity to help the other nations of the free 
world. I am wondering if you believe that our economy can stand 
this impact of $8.5 billion without cracking up? 

Secretary Acurson. Yes, sir. I am not an expert in these matters, 
but I am convinced from the work which has been done within the 
Government, and which will all be laid before you gentlemen, that 
we can well stand this effort. 

Mr. Barrie. Thank vou, Mr. Chairman. 

Chairman Ricuarps. Mrs. Bolton. 

Mrs. Bouron. Mr. Secretary, a great many things have been 
touched upon in vour reply to my distinguished colleague's last ques- 
tion. 

The peace bid from Moscow with its play on semantics could well 
be a camouflage for a beclouding of our vision of what is going on in 
Iran, to say nothing of Burma, Indochina and so forth and so on, and 
the whole Near East. 

Secretary Acneson. We are doing our best to get clarification of 
what was meant by that speech the other day. 

Mrs. Botron. I hope sincerely you will not be tempted to feel 
that the silver lining of that cloud is as heavy and shining as some 
people would like to have us believe. 

As you know, my subcommittee on this committee is the Near 
Kast and Africa. The short title, No. 2, relative to the Near East 
and Africa, spells out very little of what is contemplated under this 
bill for the very explosive area of the world. 

The Iranian situation, which has called the attention of the world 
to the vital importance of the Near East, to freedom in the Western 
World. 

May I ask you to throw your mind back to the original Marshall 
plan consideration. At that time we were told, in words of one syl- 
lable, that Near East oil was vital to the rehabilitation of Western 
Europe. Is the Department still of that opinion, that Near East 
oil is essential? 

Secretary AcHEsSON. Yes. That is our view, Mrs. Bolton. I think 
that has been inescapable. The oil of the Near East is a most vital 
and important resource for the free world. It is one of the reasons 
not the only reason, but one of the reasons—why the present situation 
in Iran is so critical. I regret to say that every indication is that it is 

moving directly along the road to disaster. I see no bright spots 
ahead at allin that. But the oil in Iran, in Iraq, in Kuwait and Saudi 
Arabia, and that whole section of the world, produces the fluid which 
powers a great deal of the effort of the free world. 

Mrs. Bourton. Of course, we know the Russians well enough to 
knew that they never actually withdraw. When they say they are 
out of Iran, they merely advise us that they have made themselves 
invisible. Anyone who knows the carefully worked out strategy of the 
Kremlin knows that they are underneath the Iran situation more 
grimly than ever. We have every reason to feel that some of the 
present situation is due to the infiltration of their ideas, and the use 
they make of local disputes in their effort to get us out of there. 


ee ree, Smee Bae mY eS tp 














2 pa aes 
ba ee 


BRC Ote, See 








ee 


AP GEIL TES SB BON Fath eae eins) He 


itis 


THE MUTUAL SECURITY PROGRAM 23 


I am not off the beam, am I, in my thinking? 

Secretary AcnEeson. I think, as you say, there is a deep and 
continuing interest in Iran on the part of the Soviet Union. 

Mrs. Boiron. It was particularly gratifying to have you say that 
aid to the countries of the Near East is to be an impartial aid. I find 
my people wanting to be assured that each country will be considered 
separately, rather than considering all Arab countries as one country? 

Secretary Acugson. | think that Mr. McGhee will be able to lay 
that out very fully before you, in detail, Mrs. Bolton. 

Mrs. Botton. I see. 

Secretary Acueson. There is one matter which is being dealt with 
separately here in which I know you are particularly interested, and 
that is the refugee matter. 

Mrs. Boiron. Very definitely. 

Secretary Acnrson. That is being dealt with in a way which I think 
will please you, because it is directed toward a solution of the matter 
and not merely temporizing. 

Mrs. Bouron. Then, of course, the oil, as you suggest, of Kuwait 
and Lran, and the new oil lines across the Arabian Penimsula to Haifa, 
and so on, are in your opinion of rather vital importance to the free 
nations of the world, are they not? 

Secretary Acureson. That is correct. Yes. 

Mrs. Bouton. Therefore the policy of our Government will be t 
assure the people of the Arab world that we are intending to have a 
truly impartial situation set up. 

Secretary AcHEson. That is the basis of our policy. 

Mrs. Boiron. Thank vou, Mr. Secretary. 

Chairman Ricuwarps. Mr. Zablocki. 

Mr. Zasuocki. Mr. Secretary, I wish to join the rest of the Mem- 
bers in their expressions as to vour statement. First | hope vou will 
continue in your monumental ‘task, despite the criticism, for vou are 
doing a very great service to our country. I would like to pursue the 
question that Mr. Battle and Mrs. Bolton proposed to you. 

I believe they asked questions in regard to the present offerings of 
peace in Korea by the Soviets and you gave an answer in that regard. 
However, should it come to pass that we would have an honorable, 
negotiated peace in Korea, would you say that this proposed mutual 
defense assistance and security program is still very vital for the 
future? 

Secretary AcHESON. Very much so, indeed, Mr. Zablocki. 1 think 
that this program would not be minimized and would not be reduced 
in any way by a solution of the Korean problem. In fact, the pro- 
gram has in it, as I mentioned in my statement, a $112,000,000 con- 
tribution for the United Nations program in Korea. That would be 
needed at a very, very early date if you had a solution of the fighting, 
because Korea is in bad shape as a result of this war. 

Mr. Zantockt. Is it reasonable to state, Mr. Secretary, that con- 
tinuation of our efforts for the free world will not only be a deterrent 
to future Soviet aggression, but also an avenue of hope and encourage- 
ment to those nations who today are under the yoke of communist 
domination? 

Secretary Acueson. I think that is true, Mr. Zablocki. Yes, sir. 

Mr. Zasuocki. A definite hope and encouragement? 

Secretary AcuEson. | think so. 
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Mr. Zasxocki. That is all, Mr. Chairman. Thank you Mr. 
Secretary. 

Chairman Ricuarps. Mr. Smith. 

Mr. Smirn. Mr. Secretary, I would like to allude to the statement 
made by my colleague, Mrs. Bolton, with reference to Iran. I think 
there is a disturbing report to the effect that four American destroyers 
have left Singapore and they are on their way to Iranian waters. 
Now, I am wondering what the purpose of these four destroyers is in 
going to that particular area at this time. One newspaper has referred 
to it as the “show of the flag.” Are we attempting to exert any 
influence in the present situation? 

Secretary Acneson. I have heard nothing about such a report, and 
I should hesitate to accept it. 

Mr. Smirxu. You know nothing about the movement of these de- 
strovers from Singapore? 

Secretary AcnEson. No, sir. I never heard of it. 

Mr. Smirxn. Now, on page 4, Mr. Secretary, you referred to or you 
say: 

Finally, we know that we could not continue to be the kind of a country we are, 
if we were to withdraw into a cave of isolation. 
What do you mean by that? 

Secretary AcHEsON. I think it would be clear to all of us that if the 
process which seemed to be well advanced just before the Marshall 
plan was put into effect, that is, the collapse of Western Europe through 
internal weakness, had been allowed to go forward; or, if now through 
lack of effort on their part, or our part, they should collapse, and with 
them the areas with which they have been historically connected also 
were brought under Soviet influence, you would find that the Ameri- 
can Hemisphere would be left in a position of isolation and weakness 
in a world which would be dominated by ideas which go back 2,000 
years and more, and by a force which we would not be in a position 
to deal with. 

Such a situation in Western Europe would have a profound impact 
on the other American Republics. The effect of such a situation upon 
our own country would be most destructive. If we were going to sur- 
vive eyen physically we would have to move in the direction of such 
a change in our whole conception of government and life, so that we 
would really not recognize the America of that sort of a future as the 
America of the past or the America of the future which we would like 
to have. 

Mr. Smiru. Now, on page 6 you refer to the successful conclusion 
of the Korean conflict. If we are to stop at the thirty-eighth parallel 
and agree that all fighting is to cease at that point, would you say we 
have successfully concluded the Korean conflict in the absence of the 
fact that we have failed to unify all of Korea? 

Secretary AcHEson. Yes, sir. I should say that we have had a 
successful conclusion of the effort. We had occasion to discuss. this 
matter quite fully before the combined committees of the Senate 
some weeks ago, and I would be very glad indeed to go over some of 
those ideas with you now. 

There are two purposes in Korea. One, the military objectives 
and purposes there, grews out of the resolutions of the 25th and 27th 
of June 1950. The other is the great continuing purpose which the 
United States has had ever since the Cairo Declaration and which the 
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United Nations has had ever since 1947, when the General Assembly 
passed the resolutions looking forward to the unification of Korea. 

A year and 2 days ago Korea was divided. It was at peace. There 
was no idea that the United States or the United Nations should call 
out troops and go into Korea for the purpose of unifying Korea by 
armed force. That was not United Nations policy, nor was it United 
States policy. 

The attack on Korea occurred, and the United Nations passed two 
resolutions in the Security Council. One of them called on the North 
Koreans to withdraw behind the thirty-eighth parallel and cease 
their aggression. When they failed to do that, the other resolution 
branded the attacks as aggression against the Republic of Korea, and 
called on all nations to furnish forces in order to help South Korea to 
repel the aggression against them, and to restore peace and security 
in the area. 

From the military point of view what we are doing and have been 
attempting to do is to repel the aggression and restore peace and 
security in the area, which remains the policy of the United Nations, 
to unify Korea, if that can be done. But it is not its policy that it 
must or should try to unify Korea by armed force. 

Now, after the Inchon landing the military operation was such that 
it was necessary to go into North Korea. With the landing at Inchon 
the North Korean forces were cut in two. About half of the forces 
were bottled up in South Korea. The other half withdrew north of 
the parallel and continued fighting. There were guerrilla operations 
in South Korea by which the United Nations forces continually reduced 
this North Korean Army. However, very considerable portions of 
the enemy would melt away, putting on civilian clothes and throwing 
away their rifles, and go through those mountains and join up with 
the remnants that were in the north. General MacArthur went 
north under the directions of the Joint Chiefs of Staff in order either 
to capture or destroy this North Korean force, and that had been 
practically accomplished at the time of the Chinese intervention. 

Now, I pointed out that if he had been able to do that, and if there 
had been no intervention by the Chinese—which were “‘ifs’’ of con- 
siderable size—then there would probably have been a unification of 
Korea as a result of the combat; but the combat was not for the pur- 
pose of doing that. It was for the purpose of eliminating this aggres- 
sion by rounding up people who refused to surrender and who refused 
to lay down their arms and refused to do anything except keep on 
fighting. 

If this aggression is stopped and if you have adequate assurance 
that it will not be resumed, and if those who are doing it will with- 
draw so that we know that there is not any immediate danger of 
resumption, then you would have repelled the aggression and you 
would have established peace and security so far as that can be done 
by military means in the area. 

Therefore 1 should think that the United Nations would believe 
it had accomplished what it set out to do. It would then have before 
it the same task which it had before it on June 25, 1950, of attempting 
to unify Korea. 

Mr. Smiru. I regret I cannot agree that there will be a satisfactory 
conclusion of the Korean War. 

Chairman Ricuarps. Mr. Ribicoff. 
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Mr. Rreicorr. No questions at this time, Mr. Chairman. 

Chairman Ricuarps. Dr. Judd. 

Mr. Jupp. Mr. Secretary, in your comprehensive, excellent state- 
ment, with which I am in almost entire accord, I observe that you 
say the primary objective of our foreign policy must always be to 
guard our Nation’s security. Is that correct? 

Secretary AcHESON. Yes, sir. That is correct. 

Mr. Jupp. Do you agree that our country today has less security 
than at any time in its history since it achieved its independent exist- 
ence? 

Secretary AcHEson. No. I think that the world in which we live 
is a very, very dangerous world. I do not think we have less security 
than many times in our history when we have been threatened or we 
have been closer to the verge of the extinguishment of our independ- 
ence than we are now. 

Mr. Jupp. Well, I thought I remembered your stating to a group of 
us last year in your office that we were in greater danger then ever 
before and you spoke of Gettysburg, and of Valley Forge by name, 
and you said the threat was greater today than it had been on those 
occasions. 

Secretary Acureson. There is a greater power, perhaps, opposed to 
us than in the past. 

Mr. Jupp. Put it this way. Leaving out the degree of danger, our 
country is not secure today. Is that correct? 

Secretary ACHESON. It is not secure? Well, there are great dangers 
opposed to us. If we can put forward our efforts we can meet this 
danger. 

Mr. Jupp. To the extent we are not secure, our foreign policy has 
not been successful? 

Secretary AcHrson. Well, I should not think it follows. 

Mr. Jupp. That does follow, does it not? 

Secretary AcHreson. I do not think that really follows. 

Mr. Jupp. Well, if the most important objective of our foreign 
policy is to make us secure, and if we are not secure, then the policy has 
not been successful. Will you tell me how you can escape that con- 
clusion? 
rk Secretary Acneson. Yes. I think there are a great many things 
that arise that are not a result of foreign policy, and foreign policy 
has to meet them. 

Mr. Jupp. Well that is a good, evasive answer. Or rather, it is 
an evasive answer, but not a good answer. 

The thing I want to congratulate you for is that in your statement 
it appears that you have at last joined those of us who have been 
critical all these years because the administration has not, in our 
judgment, paid sufficient attention to the Asian parts of the world 
with which you have dealt at length, and from which the threat has 
come that put us into actual conflict. 

For the record, I should like to read a statement from the hearings 
a year and a half ago, when you were before us advocating extension 
of the ECA, and I expressed my conviction that failure to have a 
similar program in Asia would threaten the success of our program in 
Europe. I said there: 


The reason I am more concerned now than I have been at any time previously is 
partly because we have not made the same kind of effort in China, and we are not 
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making in southeast Asia now the kind of vigorous effort we have made and you 
are advocating with respect to Europe. That is what disturbs me—that we are 
going all out in the one place and not really trying in the other. 

This was before Korea. 

I am afraid that the half-heartedness of the effort in Asia will ruin the all-out 
effort in wy oF I want you to have the same kind of determination with regard 
to southeast Asia that you have with regard to Europe. 

You were gracious enough to say: 

You keep working on me. 

So I have been working on you, Mr. Secretary. I am grateful 
that in your statement you have now put in its proper proportion, 
that area of the world where the 700,000,000 people live who control 
the world balance of power. On one side of the balance is Russia 
with 800,000,000 under her control, and on the other side is the free 
world with roughly 800,000,000, and it is these 700,000,000 living in 
the crescent from Japan to Iran, or as I have usually described them, 
in the 12 fingers that lie on the borders of China which is the hand— 
it is these 700,000,000 who control the balance of power. I con- 
gratulate you. We have supported you in Europe, where events 
have proved you right; and we have opposed you in Asia, where 
events have proved you wrong. Now you have joined us with 
respect to Asia, and if your Department exerts vigorous effort in 
that direction, I hope we can get again a bipartisan foreign policy 
that I believe would be in the interest of the United States, and 
better achieve the security which you and I both want. 

I have no questions at this tume, Mr. Chairman. 

Chairman Ricnarps. Mr. Burleson. 

Mr. Burieson. Thank you, Mr. Chairman. 

Mr. Secretary, considering the aid which has been extended to 
France and Italy in the postwar period, are you of the opinion that 
we are to be encouraged or otherwise by the results of the recent 
elections in those countries? 

Secretary Acnreson. Yes, Mr. Burleson. I think those elections 
are encouraging. I think the election in France was both a_per- 
centage decrease and a numerical decrease in the Communist vote. 
Since the election was largely fought on the basis of the Communists’ 
attitude, and the whole North Atlantic Treaty program, and since 
as a result of that they lost in numbers and lost in percentages, I 
think that we can have a feeling that the great bulk of the French 
people are thoroughly in support of the program. I think the 
municipal elections in Italy showed the same trend. 

Mr. Burueson. I have this further question: Although the numeri- 
cal strength of those elections were, as | understand them, not radically 
changed, I assume encouragement comes from the coalition of power? 

Secretary Acureson. The municipal elections in Italy, [ think, were 
important in showing Communist decreases in the important areas in 
the north, of which they had control before. 

Mr. Burveson. In the course of these hearings, Mr. Secretary, it 
seems to me that we of this committee and, of course, Congress, should 
be able to answer the question that is evidently in the minds of most 
of the American people, which is to this effect: Western Europe, 
looking at Western Europe broadly, comprises approximately, I be- 
lieve, 250,000,000 people, with a far greater industrial potential than 
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Russia and her satellites. The question is, Why should this country 
of 150,000,000 people be called upon to support them when, if they 
had their potential industrial might and their moral strength united, 
they would do a much better job, with much less assistance from us, 
than they are doing. 

Now, I hope in the course of these hearings we will be able to 
answer that question. Do you agree? 

Secretary Acueson. I think that will be very fully brought out, 
Mr. Burleson. 

Mr. Burveson. It seems to me to be the core of this entire effort 
and these entire hearings, and that we should be able to have that 
developed without question before the end of the hearings. I direct 
that suggestion to my committee as well as to yourself, Mr. Secretary. 

Secretary AcuEson. I think it will be brought out fully as to the 
nature of the problem that we all have to face in Europe. Although 
you have this large population, depending on what part of the area 
you want to bring in—take the whole OEEC group, and it is about 

275,000,000. If you take the North Atlantic Treaty partners only it 
is about 175,000,000; and as you add you can move up from 175,000,000 
to 275,000,000. 

Now, although you have this large population, and although it is a 
population which is industrially trained and proficient in production, 
and although there is a large amount of industrial equipment there, 
there are several very serious problems that they face. 

One is that there are lacking certain raw materials which have to be 
brought in from the outside. That is to some extent true in our own 
country, but not nearly to the extent that it is true in Western Europe. 
Also, the total area of our North Atlantic Treaty partners is about one- 
third of our own. Also, the per capita wealth of that area is about one- 
quarter of our own. Also, this area has been through two very devas- 
tating wars, the last one resulting in the occupation of all of the 
continental part of our North Atlantic Treaty partners, so that they 
have had in the 5 years since the end of the war a great struggle to 
build up from the destruction, the loss of trade relationships, the loss 
of their political connections with other parts of the world, and bring- 
ing a standard of living which had fallen very low up to a degree 
where it would support democratic life. 

During that time many of our partners have had great troubles of 
their own in other parts of the world. The Dutch have been through 
their difficulties in Indonesia. The French have been carrying on a 
struggle with communism in Indochina in which they have suffered 
about as many casualties as the United States has suffered in Korea. 
This war has been going on for 4 vears. It has had a very great drain 
on French military effort. 

The British have had very considerable troubles in various parts 
of the world. All of those are things which have to be met. Ail 
of those indicate the necessity for assistance and help from the out- 
side. But I think with all of that there has still been very commend- 
able progress; not as much as we must have, but very commendable 
progress. 

Mr. Burueson. I realize we are not facing a simple problem. 
Thank you. 

Chairman Ricuarps. Mr. Fulton. 








. 
3 
¢ 
i 
¥ 
i 
¥ 
H 
i 
3 
3 
% 
; 
y 
; 
4 





Ho ie 


Se eens “ 
eae 


we: 


2 ee 


Pee ea ee 








pac a Hae a Tile alike DiS teak 


Rane Seb areata, 


“ite 


ea vF ae Wee 3% 


Ais) plete Cyc. ay 


THE MUTUAL SECURITY PROGRAM 29 


Mr. Futron. Mr. Secretary, we are glad to see you here today. 
We will go through many days of testimony, so there must be an 
effort to keep going. 

I think we people of good will in the United States who want to 
protect the security of the people, as distinguished from being archi- 
tects of either side of the 1952 election campaign, must look for an 
American policy. In that American foreign policy there must be 
an over-all United States policy rather than either a Democratic or 
Republican policy, or any individual’s personal policy. Do you not 
agree? 

Secretary AcuEsoN. | agree with that. Yes, sir. 

Mr. Futron. I might say to you we people who work on foreign 
policy, while we do have disagreements with you, nevertheless we 
respect your integrity as an American citizen, and your honesty. I 
should also pomt out we Republicans differ among ourselves too, 
because we have Eisenhower Republicans and Taft Republicans, and 
we have our share of disagreements too. 

Now, the question has come up here of the possibility of a quick 
settlement in Korea because of Malik’s statement. I wish you would 
put as a condition, Mr. Secretary, on dealing with or making any 
negotiations for settlement, that the North Koreans and Chinese 
Communists will first respect the Geneva Convention on the prisoners 
of war which we and our allies have lost to them. They must first 
show they are protecting those boys, and giving us the names and 
addresses, and letting the packages go through, and let these families 
know where they are, and what condition they are in, And, don’t 
talk, Mr. Secretary, unless you get that kind of assurance. 

Secretary Acnurson. That is one of the most vital questions in any 
possible talk. 

Mr. Fuuron. The burglar with his hand caught in the till or cash 
register wants to compromise. I think if we allow someone in that 
position to negotiate with us we should take the treaty and show 
them what it means to be decent, and the things they have not been 
living up to with regard to international law. Otherwise we are 
further compounding “the felony that has already existed. Do you 
not agree? 

Secretary AcnEson. Yes. It is a very important question indeed. 

Mr. Futron. Again | would ask you as Secretary of the Department 
not to use the people of free Formosa as a bargaining element, or a 
makeweight in any decision to obtain a decision in Korea. I hope 
you can this morning say to us that that will not be a bargaining ele- 
ment or a pawn in our trying to get any settlement in Korea. 

Secretary Acneson. I think we have always taken that view, and 
we will continue to do that. 

Mr. Futron. You will continue to do that? 

Secretary AcHEson. Yes. 

Mr. Futon. I have a further question. In Lran the Government 
of Iran is the sovereign power. In Britain the Government of Britain 
is the sovereign power. In Britain they have socialized the industries 
of coal and steel. I come from Pittsburgh and have an interest in 
that, and we watched it very closely. In fact, 1 might say to you, 
Mr. Secretary, one-half of the audience today are students of the 
University of Pittsburgh—foreign-policy students seeing how the 
Foreign Affairs Committee and the Department operate. 
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The Government of Iran has the right to act as a sovereign in its 
own country. Why then, when the Anglo-Iranian Oil Co. is in Lran 
as a private company, cannot the Government of Iran, equally as 
Britain has done, socialize the oil industry in Iran, as against a private 
company, the Anglo-Iranian Oil Co.? That question has been asked 
of me many times, and I would like to know if you can answer it. If 
Britain can socialize her basic industries, why cannot the Iranian 
Government do the same in Tran? 

Secretary Acugson. Mr. Fulton, there are two parts to the question 
which vou have asked today. One is a legal part, and the other is 
the great question of international relations. 

On the legal side, I do not want to get into this because this has 
now been referred to the World Court, and the World Court is able 
to take jurisdiction, and I presume will decide it. The argument 
revolves around the question as to whether a contract entered into 
by a sovereign nation is not also something that the sovereign nation 
must take into consideration and carry out. Are there no legal 
rights which arise out of a contract? 

I do not think that at the present time either the British Govern- 
ment or the Anglo-Iranian Oil Co. is taking any action contrary to 
the idea that the Iranian sovereign may do or take this action to 
nationalize the company with their own oil resources. They do say, 
however, they have certain contractual rights which are legal and 
binding and were entered into freely, and those must be respected. 

Quite apart from that part, and coming to the other question, the 
problem is how can the interests of Iran and Great Britain, which 
as a nation owns about 52 percent of the Anglo-Iranian Oil Co., be 
harmonized here, so that the Iranians can do what they think is 
necessary for their own self-interest, and also so that the oil properties 
can operate. 

The Iranian Government has in the past—although it does not 
seem to be doing this today—in the past it has seemed to say this 
argument was not about who should operate the wells. They thought 
the company was the only group that was able to operate. The 
question was, Under what terms should they operate? The British 
offered terms the other day which seemed to be a very sensible basis 
for negotiation. To our deep regret the Iranians rejected those with- 
out any real consideration. They considered them 20 minutes and 
then rejected them. 

Now they are getting into a position where it looks as though the 
properties might not be operated. That hurts everybody. The 
Iranians do not get oil; they do not get the profits from the oil; 80,000 
people employed may be thrown out of work. All of this will lead to 
great uneasiness and unrest in the country. 

It has seemed to us if the Iranian Government would put its mind 
on its real interests in this matter, that the problem could be worked 
out. I think the events of the last 2 weeks have seemed to indicate 
that was what the British representatives were prepared to do. 

I do not know whether I have answered the question. I have just 
talked about problems. 

Chairman Ricnarps. The gentleman’s time has expired. 

Mr. Roosevelt. 

Mr. Roossevett. No questions. 

Chairman Ricuarps. Mr. Javits. 
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Mr. Javirs. Mr. Secretary, joining my colleagues in welcoming 
you here in this very impor tant matter, I would like to ask you whether 
you believe that the vote on this bill—this big bill—represents or 
does not represent—and I would like your answer to it—a fundamental 
decision as to whether we will have allies with us, or whether we are 
going to go it alone in the world? 

Secretary AcnEson. | think it does, Mr. Javits. 

Mr. Javits. So that this is the payoff vote in the so-called great 
debate that has been going on, is it not, as a fundamental question 
of the policy of the United States? 

Secretary Acueson. I think this raises that debate to a concrete 
issue. Yes. 

Mr. Javits. Do you see any indication from the news we get from 
Korea that the Russians, who have been back of this North Korean 
invasion of South Korea, having found armed aggression unprofitable, 
may now, as they have the power to do, being a dictatorship, shift 
the gears and go over into a broad-scale program of internal revolution 
and subversion, due to the fact that they apparently have not been 
able to make external armed aggression pay? Do you see any major 
shift in Soviet emphasis from this situation? 

Secretary Acngeson. No. I think it would be a mistake to regard 
that speech the other night as a change in their policy, or strategy, 
or purpose. It may represent a sincere desire to end the fighting in 
Korea. If it does represent that, 1 do not see any reason to believe 
it goes any further than that; or, it may not represent that at all. We 
are now trying to find out, as I said in answer to Mrs. Bolton, by the 
most direct questions to the Soviet Government, as to what it does 
mean by this. 

Mr. Javirs. So that you feel we must still be prepared for possible 
other external aggressions, either directly or by proxy such as in 
Korea, at the same time as we also are prepared to and do work 
against other internal revolutions or subversions fomented by the 
Soviets by a program such as this? 

Secretary Acunson. | think so. Yes, sir, Mr. Javits. 

Mr. Javirs. Is this program then of $8'5 billion as compared with 
$60 billion, which is the sum total of the President’s budget for the 
armed services, designed to balance our preparations against those 
two real threats? 

Secretary Acurson. Yes, sir. You are quite correct about that. 
This is the part of the total security program which strengthens 
our allies so that we have a mutual security arrangement rather than 
an individual one. 

Mr. Javirs. So that if you did not do this you are preparing for 
one way in which the Kremlin can conquer the world with external 
military force and leaving yourself open for the other way, in which 
they can conquer the world by internal subversion? 

Secretary Acurson. I think that is right. 

Mr. Javirs. You would agree with that? 

Secretary AcHEsoN. Yes. 

Mr. Javirs. Is that the basis on which the administration proposes 
to fight for this program? 

Secretary AcHESON. Yes, sir. 

Mr. Javits. I noticed that the program does not speak of or contain 
provisions for capital investment, though it, I assume, has paid some 
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attention to it, and if it has not, it certainly should. The reports of 
the Gordon Gray committee and the International Development 
Advisory Board with Nelson Rockefeller, as chairman, have been made 
both boards appointed by the President to deal with this question. 

Could you tell us to what extent the recommendations of these two 
bodies have been taken into consideration in proposing this program? 

Secretary AcnEson. I mentioned very briefly in my statement the 
place that private capital investment would have in the development 
of the program. That will be brought out much more fully before 
you by the witnesses who will follow me and go into more of the 
details of the matter. 

The investment of private capital is the means through which we 
hope that the real development will take place in those parts of ihe 
world where private capital can safely go. ‘There are many parts at 
the present time where a private investor would be rather reckless to 
invest his money. There are other parts where particularly with the 
development of the treaties which we are working on now, and which 
we are having considerable success with, in the development of those 
treaties there will be an expanding area where private investment will 
be protected and where private investment will carry the load 
of the development. 

Mr. Javirs. May I ask one other question? 

Chairman Ricuarps. You have 1 minute. 

Mr. Javirs. You are going ahead now with this program for eco- 
nomic reconstruction and we have all understood that the great 
problems, of Asia are nationalism and social and economic reforms. 
The fact is that problems of land tenure and social problems of wel- 
fare, health and education, have been the points of greatest irritation 
in that area. What is the administration’s idea of what we are going 
to do to try to bring about really needed social reforms in this great 
crescent which we are now beginning to aid in an economic way by 
this program? 

Secretary Acurson. We have been keenly aware of the need for 
those reforms and have pressed them, and were very successfully 
doing that in Korea, as you recall, at the time of the attack. It was 
estimated by the end of 1950, if this attack had not occurred, the land 
reform program in Korea would have been carried out to the extent of 
over 90 percent. That was all upset by the war, and the people being 
driven from their homes, and all that sort of thing. 

It is the No. 1 item in dealing with that country. It has also been 
proceeding much more satisfactorily in Formosa than it has been in the 
past. It is one of the questions which the ECA has been taking up. 
They are working very strenuously with the Philippine Government 
and progress is being made legislatively and administratively in the 
Philippines. 

I am not familiar with the situation in Indonesia. However, you 
are right in believing that this is one of the fundamental questions 
which oxr economic missions take up and work with the local govern- 
ments about in carrying out our aid program. 

Mr. Javits. Thank you, Mr. Chairman. 

Chairman Ricnarps. Mrs. Kelly. 

Mrs. Ketity. Thank you, Mr. Chairman. I join with my col- 
leagues, Mr. Secretary, in welcoming you here this morning. I will 
only ask one question. I realize that time is short. 
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What means, if any, have we planned to educate the peoples of 
Europe to the objectives of this noble program other than the Voice 
of America? 

Secretary Acurson. I| think so far as the direct education of the 
people is concerned, there is a direct or indirect way, or perhaps 
they are all indirect. We have, in addition to the Voice of America, 
a very considerable work being done through our ECA missions and 
the diplomatic missions in working directly with the press and radio 
of the countries concerned, so that they are continually being given 
the full facts about the situation, as we see it, and the efforts we are 
making, and the efforts which we think are necessary for other people 
to make. 

We then have a very considerable program of exchange of persons. 
Recently we have had here a very large group of German journalists 
who have been in this country. Some of them were here for a year, 
and some go to school in the Midwest, and Northwest, and some in 
the eastern universities at schools of journalism. The others come 
here for 2 or 3 months. They are taken all over the United States 
and shown the whole country. I think some of them have visited 
you up here at the Capitol to get an idea of how our National Govern- 
ment works. They go to the States and to the municipalities, and 
they see all branches of American life. 

We are doing the same thing on a much slower basis through 
students. We have a very considerable number of exchange programs. 

Now, there are other ways in which this is being brought home to 
people. The military missions which we have abroad, which operate 
with the armies of Italy, France, Belgium, Holland, and Norway, 
and in a number of other countries, in showing them the new American 
equipment, are real sources of education. Those people—the enlisted 
men, and the officers—get out with the troops of the Nation involved 
and get to know them, and talk with them, and talk about their own 
country, and our own purposes, and through them you get into the 
Armed Forces an understanding of what is going on. 

There is a very considerable and rather diverse group of efforts 
which we are conducting. 

Mrs. Ketiy. Thank you, Mr. Secretary, I understand our pro- 
grams have not been too successful. I wonder if vou had given any 
thought to a direct program of the Voice of America emanating directly 
out of the country, to which we give assistance. We should use 
speakers and writers who think in the language of the people we 
want to reach. It seems to me we have not reached the peoples of the 
world. 

Secretary Acureson. I am just not able to answer that, Mrs. Kelly, 
but we will have that answer for you in the course of these hearings. 

Mrs. Ketity. Thank you. I have one more question. Do you 
believe the termination of the contracts of the Iranian Government 
with Great Britain will have any effect on the lack of desire of Ameri- 
cans or American private enterprise to invest in these undeveloped 
areas? 

Secretary AcHreson. Very much so. Very much so, indeed. 

Mrs. Ketiy. And the outcome of this Iranian situation is very 
definitely affecting this program? 

Secretary Acueson. If an investment is not secure in an area, 
people are not going into it. 
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Mrs. Ketty. In our agreements with those nations, are there any 
provisions taking into account the possibility of a change in their 
government? 

Secretary AcHEson. Yes. That is one of the matters which is 
worked out very carefully in these treaties, so that it is provided 
either that nationalization will not occur in certain industries for 
certain periods of time, or that if it does, prior compensation in the 
currency which was invested will take place. 

Mrs. Keviy. Thank you, Mr. Secretary. 

Chairman Ricuarps. Mr. Herter. 

Mr. Herrer. Mr. Secretary, in this very significant presentation 
you have made to us with respect to the program for the coming fiscal 
year, you outlined a program that envisages military aid and economic 
aid, to bolster military aid for a 1-year period only. When the ECA 
came before us it was worked out very carefully, as well as that kind 
of calculation can be made, for a 4-year period, with a descending scale 
of aid at the end of the 4-year period. 

In the course of the hearings, is it possible to anticipate that we will 
have presented to us the program as it is being worked out over a 
period of years, so that we can feel within“ X”’ pe riod of time the secu- 
rity of Western Europe can be reasonably assured by the operation, 
say, of a 3- or 4-year program, or whatever it may be, and so that we 
will have in front of us a complete picture? It necessarily cannot be 
final, but at least we can visualize a program that has some sort of a 
terminal or something, so that we can see the whole picture and not 
necessarily just this fiscal year 

I ask that because if the military determined that so many divisions, 
with so much equipment, and so much air power, and so much sea 
power, are adequate to maintain a defensive position, then presumably 
how much is done in each year to achieve that position becomes a part 
of the same program. If you cut a piece of it in one year you merely 
have to add it to another if you are going to achieve that eventual goal. 

I wonder how you visualize this presentation being made to us? 

Secretary Acueson. I think it can be made during the course of 
the hearings and probably the committee would wish to have that 
done in the executive sessions. In the past years it has not been 
possible to do that because there have been some parts of the program 
which were just unknown. Those are now becoming clearer, and | 
think it will be possible for those who have been working in this future 
projection to give an estimate which will have to be, as you say, an 
estimate, because you cannot actually foresee the immediate costs or 
the speed with which you can work 2 or 3 years from now. I think 
they can give the committee a pretty concrete idea as to the length 
of period that the program will take and the costs of the program 
during that period, and the time when the program can he very 
greatly reduced, and when you can expect it will be largely in the 
field of maintenance. 

Mr. Herter. Just one other question along the same line. The 
end items that are provided for, which represent a very large part of 
this program, are merely a percentage of what comes off our production 
lines, and may be applied to Korea, or may be applied to Indochina, 
or to the training of our own troops here, or may go to the effort in 
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Under lend-lease the so-called end items in the way of military 
equipment went to various countries, but title remained in the United 
States. This program, as I understand it, envisages giving away of 
the end items without retaining title in any wey, shape, or form. 

I am wondering in connection with the whole NATO set-up in 
Europe, when you have a single commander in chief, whether some 
consideration should be given to the question of title to the equip- 
ment remaining within the organization rather than with individual 
nations. There are possible differences that might arise from that 
point of view in the future, in reallocating end items, where you 
might need them for security purposes. 

Secretary AcnEson. I know thought has been given to that, Mr. 
Herter, I do not know what the weight of the considerations are, 
but I will have that brought out in the course of the hearings before 
you. 

Chairman Ricuarps. Mr. Reece. 

Mr. Reece. Mr. Chairman, there are some questions which I do 
want to ask, but the House is about to have a roll call and I presume 
there will be opportunity later on for me to ask these questions, 

Chairman Ricuarps. There will be, but if the gentleman wants to 
take his 5 minutes now, he can also do that. 

Mr. Reece. I might ask one question that does not relate to the 
details of this bill. It is a question that 1 have found in the minds 
of the people all over the country, and it touches on the suggestion 
which the gentleman from Minnesota propounded a while ago. 

At the close of the war some 6 vears ago we and our allies had won 
a complete and overwhelming victory. Toward this victory the 
United States had contributed a very substantial percentage of the 
effort. We had produced possibly as much, or more, matériel as all 
the rest of the Allies put together. We stood at the pinnacle of our 
strength. We were looked to by all of the nations for our inspiration, 
support, and guidance. We stood on the very pinacle of our history, 

Today our own security is threatened. Civilization itself is said 
to be endangered. Now, what policies have we followed, or what 
policies have we failed to follow, that permitted this tremendous 
change in our world position within so short a period of time? That 
is a question that has the peopie of America very much disturbed. 

There must have been some policies that we followed or some policies 
that we failed to follow which have brought about this great change 
in world conditions in so very short a time. 

I would like to have vour comments on it, since you have been in the 
position of great responsibility during this period. 

Secretary Acneson. Mr. Reece, I think that a part of the matter 
has to do with Soviet foreign policy and Soviet military policy. At 
the end of the war, as you correctly say, we were at a pinnacle of power, 
but you must examine a little bit the nature of that pinnacle. 

At the end of the war, of the three great military powers outside of 
the United States, two had been destroyved—Germany and Japan. 
Germany and Japan had been on either side of the Soviet Union and 
they had been destroyed as military powers. 

At that time their place in the military world was teken by 12,- 
000,000 Americans who were under arms; the greatest American 
fleet—the greatest fleet of any nation or all nations which ever sailed 
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the seas—was in commission and in battle order; and the greatest air 
force that had ever been brought together was in operation. 

If it had been the will of the American people to maintain those 
12,000,000 citizens under arms, and that air force, and that navy, then 
many of the things which have happened might not have happened. 
It was clearly not the will of the American people. We are a peaceful 
people. We do not want to live in a garrison state. Our men do not 
want to spend their lives under arms. 

So, that foree was demobilized and they were brought home and 
returned to civilian life. The ships were put up in mothballs and the 
airplanes became obsolete. 

Mr. Reece. If I may interject, if by maintaining the 12,000,000 
men under arms, by maintaining our great fleet, and by maintaining 
our great air power that would have enabled us to have held the bal- 
ance, then by our failure to do so—and I am not indicating what 
influences caused us not to do it—in what way did that contribute to 
the building up of this great strength on the part of the totalitarian 
forces which now is threatening the peace and security of all the world 
or of all free governments? 

Secretary AcHESON. Well, you see, the military power of the Soviet 
Union was in existence at the end of the war. It was there. The 
Soviet Union did not follow the demobilization policy which we fol- 
lowed. It maintained for a very considerable time almost its full 
wartime mobilization, and now has a very considerable mobilization. 

Its troops, being in occupation of what are called the Eastern sat- 
ellites, proceeded to organize those Eastern satellites into Commu- 
nist states which were under Soviet control and proceeded to build 
up their military power. In one case, Poland, they have even put a 
Russian general in actual command. So that that military power 
continued to exist. 

We, who were in occupation of Europe and of the Far East, with- 
drew our forces and demobilized them. Therefore, you had a military 
force left in that great land mass going from the Elbe to the maritime 
provinces of the Soviet Union. All we maintained were two or three 
divisions in Europe and four divisions in Japan, and the fleet was 
mostly put up in mothballs. 

I am not doing more than answering your question. You say, 
why was there this imbalance of military power. It was because the 
power which had defeated the two existing military empires was 
demobilized. Those military empires ceased to be military empires. 
The Allies which we had in the war were very weak as a result of the 
war. 

The whole purpose of our foreign policy was to prevent the use of 
force for the settlement of international questions and that was what 
we directed our attention to through the United Nations. 

As we began to see that was not the course of Russian policy, we 
developed the treaty with our Latin American allies, and the North 
Atlantic Treaty, and the military assistance program, and we are 
now filling this void which was created to the loss of opposing power-—— 

Mr. Reece. During this war period it was necessary for us to 
furnish all these other nations, including Russia, tanks and airplanes 
and most of the matériel for war. They were then helpless. Now 
they threaten*to dominate the world. 
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Chairman Ricnarps. The gentleman’s time has expired but he 
will have an opportunity tomorrow to pursue that line of questioning. 
The Chair wishes to state that there is a roll call on the floor now. 
Right after that roll call there will come up a bill in which many com- 
mittee members are interested. For that reason we want to suspend 
these hearings right now and plan to come back at 10 o’clock in the 
morning. 

Mr. Secretary, would you be available at 10 o’clock in the morning? 

Secretary AcHEson. Whenever the committee wishes; yes, sir. 

Chairman Ricuarps. The committee will adjourn then until 10 
o'clock in the morning. 

(Whereupon, at 12:13 p. m., the committee adjourned until 10 
a.m. the following day, Wednesday, June 27, 1951.) 


85708—51——4 





ge 








THE MUTUAL SECURITY PROGRAM 





WEDNESDAY, JUNE 27, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
Washington, D. C. 

The committee met in the Ways and Means Committee room, 
New House Office Building, at 10:13 a. m., Hon. James P. Richards 
(chairman) presiding. 

Chairman RicHarps. The committee will come to order, please. 
| would like to say to the members of the committee, and the witnesses 
too, that the reporters had a little trouble getting what was said 
yesterday over the microphones. 

| hope the members ‘of the committee, and also the witnesses, will 
sit a little closer to the microphones. 

We have the same witness before us today that we had yesterday, 
the distinguished Secretary of State. Mr. Secretary, we are mighty 
glad to have you agaim with us this morning. 

We finished questioning under the 5-minute rule yesterday. Now 
we are going to proceed with the system we have for umimited ques- 
tioning as to time. I hope it will be limited in some other respects, 

have been informed by some of the members of our committee 
that there appeared tn one of our newspapers, on Monday last, an 
article to the effect that | favored a $3 billion cut from the figure pro 
posed here for foreign aid. This statement is entirely erroneous. If 
{ ever made any such statement, it was in my sleep and I knew nothing 
about it. 

I have said the figures presented here should be cut as far as pos- 
sibly could be done without injury to the program. We owe that 
to the people who pay the taxes. But when it comes to the question 
of cutting this Mutual Security Program over one-third, my opinion 
is it simply cannot be done and should not be done. To my way of 
thinking, the Marshall program and the arms aid program have been 
preeminently successful. I would hate to think of the situation in 
the world today if these two programs had not been inaugurated. 

Of course, this committee does not wish to adopt figures that have 
just been taken out of the air. We want these figures substantiated 
by evidence. In short, my view is that the basic provisions of this 
Mutual Security Program are just as necessary to the security of the 
United States as the program called for in our defense budget itself 
In the interest of our own economy, all of these programs must be 
carefully scanned and the useless limbs and deadwood cut off wherever 
found. 

Mr. Secretary, I am going to turn you over now to the tende: 
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Mr. Eaton. I will be extremely tender because I have no questions 
at the present time. I recognize that we are in a great strategic 
moment in history, and we have to organize our national resources, 
first of all to defend our own safety and security in the world, and, 
secondly, to discharge our obligations to civilization, if it is to persist 
throughout the world. 

Consequently, I would like to have the Secretary of State, who is 
a notable originator of ideas, to further discuss this program before 
further questioning. 

Chairman Ricuarps. Mr. Secretary, I will refer you for further 
illumination to the gentleman from Montana, Mr. Mansfield. 

Mr. Mansrietp. Mr. Secretary, unfortunately I was not able to 
hear all of your testimony yesterday, but I read it last night. As 
usual, I was very much impressed. 

I understand that there was some question raised as to whether or 
not the possibility of peace negotiations would entail a stopping at 
the thirty-eighth parallel. I understand further that your answer 
was, in general, “Yes.” 

I would like to call to the committee’s attention, and for the record, 
a speech which I made in the House on March 20, 1951, in which I 
stated, in effect, that the thirty-eighth parallel in Korea should be 
the line where the fighting would stop. 

I would like to quote from that, if I may, Mr. Chairman, because 
I think it bears a little bit on this question, at least as far as I am 
concerned. 

I am quoting now as of last November 1950: 

Last November I urged that a buffer area be created along the Manchurian- 
Korean frontier; that the UN troops stop short of it and that the buffer area be 
occupied by South Korean troops. 

Since that time, conditions have changed markedly. I now wish to urge that 
the United States forces advance as far as the thirty-eighth parallel and stop there 
so that the original Republic of South Korea can once again be established in its 
own right. 

I further recommend that South Korean forces be sent into the area north of the 
thirty-eighth parallel up to the thirty-ninth parallel so a defense line can be estab- 
lished which will increase the defensive strength of South Korea and establish a 
status quo which can be maintained. 

Furthermore, if and when this is done, a warning should be issued against any 
further attempts to disturb the situation as thereby created. A move to the 
thirty-ninth parallel by South Korean forces and a declaration of maintenance 
for the status quo will, in my opinion, be a long step toward stopping Stalin’s plans 
to involve us in an all-out war in Asia; it will allow the UN to start rebuilding 
South Korea and will have served notice to the world that aggression does not pay. 

It might be well to point out that recent remarks by Gen. Douglas 
MacArthur and Gen. Matthew B. Ridgway indicate that in their 
minds there is no longer any serious thought of attempting to liberate 
all of Korea. 

General Ridgway has stated: “If the Korean War ends at the 
parallel, it would still be a tremendous victory for the United Nations.”’ 

Mr. Speaker, the most important result of the Korean War to date 
is that not since it began have the Russians or any of their satellites 
launched any other act of territorial aggression. 

This does not mean that they will not do so, but the fact remains 
that they have not done so. Perhaps one of the reasons for this is 
because not one but a number of nations have stood up and insisted 
that aggression be resisted. 

Russia, with her Communist Chinese and North Korean alltes, has 
not been allowed to win a cheap and swift victory. 
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It is too soon, perhaps, to say that the war in Korea has prevented 
a world war, but it seems safe to assume that our resistance in Korea 
has put off a general war and has won for us time to build up our 
strength and to continue to work to prevent a world war. 

We have had to pay a high price to put down aggression in Korea 
but we have pointed out to the Russians that a satellite cannot commit 
an act of aggression with immunity. 

The North Koreans and the Communist Chinese have gained 
nothing except a frightful loss of life and prestige. While the unifica- 
tion of all Korea is the ultimate possibility in that part of the Far 
East, vet it is of greater importance to us that we discharge the 
Russian bloc from further adventures which would sooner or later 
launch an atomic war. 

I just wanted to put in the record that my opinion at that time 
was that the factor which we are now considering should be given 
deep thought and consideration. 

Now, Mr. Secretary, according to the Washington Post this morning 
the following statement is contained therein in regard to the Malik 
proposal: 

It may represent a sincere desire to end the fighting in Korea. We are now 
trying to find out by the most direct questions to the Soviet Government as to 
what it does mean. 

This statement is attributed to you, Mr. Secretary. Would you 
mind amplifying on that, if it is true? 


STATEMENT OF HON. DEAN ACHESON, SECRETARY OF STATE 
Continued 


Secretary AcuEeson. Mr. Mansfield, we were looking in the record 
just before the hearing began. We were looking to see if we could 
find the passage, because there was some question as to just what I 
did say. 

We have not been able to find that particular place. But we have 
found on page 59 of the record a statement that we are doing our best 
to get clarification as to what was meant by that speech the other day. 

Mr. Mansrretp. A member of the staff has given me the record of 
vesterday’s proceedings, and evidently in answer to Mr. Javits you 
had the following to say, which seems to come the closest 

Secretary Acngeson. What page is that? 

Mr. Mansrieip. Eighty-one. It is in the second paragraph, the 
last part of it. That seems to be the material most closely akin to the 
quotation in the Post. 

Secretary Acnueson. The one which says: 

We are now trying to find out 
as I said in answer to Mrs. Bolton— 
by the most direct questions to the Soviet Government as to what it does mean 
by this. 

Mr. MaAnsFiecp. Yes. 

Secretary Acneson. That is the place I am sure they had in mind. 
I think it is hardly necessary or perhaps desirable for me to expand on 
that statement. 

The statement is quite correct. We are trying to find out, and by 
the most direct possible means, from the Soviet Government as to 
what it meant by Mr. Malik’s statement. 
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We have not yet succeeded in doing that. I hope that today will! 
bring forward some further light on the matter. 

Mr. MaAnsFie.p. Mr. Secretary, then would it be safe to assume 
that so far as this Government is concerned, all that we know, in 
effect, is what Mr. Malik has said in his speech? 

Secretary AcnHEson. That is absolutely correct, Mr. Mansfield. 
There is no further light on the subject at this moment than Mr. 
Malik’s statement. Mr. Malik’s statement, as you can see from 
reading it, is somewhat vague. 

Mr. Mansrievtp. That is all. Thank you, Mr. Secretary. 

Chairman Ricwarps. Mrs. Bolton. 

Mrs. Boiron. If I do not shout loud enough, I hope the chairman 
will advise me. 

May Lask you what you feel has been the attitude of this committee 
in the matter of cooperation with you and your Department in relation 
to this bill? 

May I give vou the background of the question? There have been 
some comments on the air to the effect that the executive department 
has had absolutely nothing to do with the delay on this very important 
measure, that it was entirely due to the Foreign Affairs Committee, 
which was apparently unequal to the task and giving very little 
cooperation to your group. 

Actually, the chronology is that the committee print came to the 
Foreign Affairs Committee in mid-May. The President’s message 
was sent down on May 24. The executive branch did not have its 
material ready for presentation by the end of May or early June. 

You yourself were kept very busy at the other end of the Capitol 
and could not give this any attention. The decision for a visit to 
Europe was made about June 5, at the request of the various depart- 
ments. The committee members left on June 8 to return on the 19th. 

The committee has been in its own consciousness waiting many 
weeks for yesterday; indeed since February. 

May I ask vou if that is confirmed by your own understanding? 

Secretary Acueson. Yes, Mrs. Bolton; that is quite correct. I 
have beer working with this committee for a little over 10 years now. 
I have never found anything except the greatest cooperation from 
the committee. 

A very great step was made some years ago, for which you were 
largely responsible, Mrs. Bolton. That was the creation of the sub- 
committees of this committee, which has made it possible to work 
much more closely on matters which did not deserve the attention of 
the whole committee. 

On this particular bill I think we attempted a new development, 
which was most useful. And that was to have consultations with 
the committee in advance of the formulation of a program or a bill. 

You are quite right, that difficulties in the preparation of the 
material at the Executive end were the cause of delay, and the com- 
mittee has always been pressing us throughout this whole period to 
master those delays as quickly as possible and get forward with our 
work. 

The chairman was ready weeks ago for the hearings, and discussed 
that question with me. 

The committee has been on its toes and eager to go forward through 
all this matter. It has been a very great help to us. I think the 
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effort of the committee in taking the study trip to Europe was a very 
great step forward in the development of material on its own initiative 
in advance of hearings. 

Mrs. Bourton. I am very grateful for that exposition from you, 
because I think it is very essential that in these serious days that the 
country understand that this committee and your Department have 
been working increasingly closely together, that you have been coming 
to us for consultation, and that we have had some opportunity to 
discuss with you many of the features that were eventually put into 
the various bills. 

At the present time, of course, we do not have a draft of a bill, 
we have had in the past. We have only this proposed draft, whic h 
has been put into the Mutual Security Program, the basic data, sup- 
plied by your executive branch, as the chairman stated at the opening 
of these hearings. 

May I thank you for this clarification. I hope it will be clear to the 
country. 

I have no real questions at this point, Mr. Chairman. 

Chairman Ricuarps. Thank you. I want to thank the gentle- 
woman from Ohio for bringing that point out. There has been the 
utmost cooperation between the legislative and executive branches 
in regard to this particular bill. 

As the Secretary just brought out, there is a mass of data and 
information that has to be gathered, not only from the different 
divisions of the State Department, but also from other departments 
of the Government, such as the Department of Defense. 

Primarily the thing that held this thing up was that the executive 
branch had not accumulated the facts that they thought should be 
presented to the committee. 

Then the Secretary of State was called before this committee over 
on the other side, the joint committee. Just about the time they 
were ready it was suggested that a group be sent to Europe to look 
into this thing. 

Mr. Secretary, I appreciate your making that clear, that the fact 
that this bill is just being brought up now is not due to the dereliction 
of the chairman or any of the members of the committee. Dr. Morgan. 

Mr. Morean. Mr. Secretary, what are we doing to mobilize public 
opinion both at home and abroad in favor of this program? 

Secretary Acueson. Mr. Morgan, I was discussing that a little bit 
with Mrs. Kelly yesterday. She asked me a question which I was not 
able to answer. Perhaps I can bring the answer out now in response 
to your question. 

As I stated to Mrs. Kelly yesterday, we are carrying on through 
the regular channels of information the clarification to people abroad 
of our whole program and our whole attitude in creating collective 
security. 

That involves the Voice of America work; it involves our informa- 
tion services in the various foreign countries, which work very closely 
with editors of local papers, giving them information from this ¢ ountry 
on that point; it involves the exchange of editors of foreign countries 
coming to the United States, and American editors, radio commen- 
tators, and others going from here abroad; it involves an exchange of 
newspaper people, labor representatives, and a great many other 
people. 
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In addition to that, we are now going into various other programs. 
Mrs. Kelly asked me vesterday if we were broadcasting locally, that is, 
I think she meant other than short wave from New York. 

The answer is that we are—in two ways. In one form of broadcast 
it is originated in New York but is picked up in the foreign country and 
put on long wave so that it can be received through the ordinary re- 
ceiving sets. 

Another thing that we do is to appear on local programs in European 
countries, not as the Voice of America, but upon the various programs 
in France, Belgium, Holland, Italy, and virtually all the countries of 
the free world. 

There we have people, only some of whom work for the State 
Department, who come from the United States, and who appear on 
such programs and tell the people of that particular country about 
what is being done in the United States and what is the attitude in 
the United States on problems of common interest. 

That is proving to be very effective, especially in the Allied coun- 
tries. In the countries behind the iron curtain the Voice of America 
is eagerly listened to, because they do not get the truth over their 
own radio and the people want to get the real news. But in the 
Allied countries the people are more inclined to listen to the programs 
to which they have been accustomed to listening. So they listen to 
those programs. 

We are doing something which is very effective in the field of 
publications. We are working closely with sympathetic groups in 
foreign countries. These are sometimes civic groups, sometimes 
religious, sometimes labor, sometimes business, or sometimes societies 
which are formed, for example, for United States-French, United 
States-Italian, or Dutch friendship. 

We are giving to those societies, and those groups, a great deal of 
material. We are giving them editorial help, and other help, so 
that they are able to put out publications over their own names. 
These publications, which are in fact their own publications, carry 
more weight in a country than some foreign document. 

In doing that we believe that we have made a really great step 
forward in the development of getting information to people in other 
countries. 

There is no trick about this. This is not a front which is put up. 
We are working with bona fide groups which really share the same 
point of view we have, and we are assisting them to explain to their 
own people what the American program is, as well as their views on 
many things. 

I think that gives a fuller answer to you and to Mrs. Kelly than 
1 was able to give vesterday. 

Mr. Morean. ‘That is all, Mr. Chairman. 

Chairman Ricnarvs. Dr. Judd. 

Mr. Jupp. Mr. Secretary, 1 thought hearings were to be largely 
on the foreign aid program, but inasmuch as we have gotten into 
Korea and Iran, I should like to ask this question: 

You said yesterday that our objective in Korea—in line with the 
resolutions adopted by the United Nations last June—was to repel 
aggression and restore peace and security in the area, with adequate 
guaranties that the aggression would not be resumed. My question is: 
What kind of guaranties is it possible to get that would insure that 
the aggression would not be resumed? 
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Secretary AcHESON. Well, I think the greatest guaranty would 
be the withdrawal of Chinese troops. That would probably involve 
a phased withdrawal of all foreign troops from Korea. 

That might take a little time, because you would have to strengthen 
the forces of the South Korean Government in order to have them be 
able to resist anything which occurred. 

I think that is the basic element. There is also the important fact 
which would underlie such a settlement, which would have to be the 
conviction on the part of the Chinese that they could not succeed in 
what they had been trying to do, which was to drive the United Na- 
tions forces out of Korea, and take over that whole peninsula as a 
Communist state. 

I think there would have to be a realization that if there was a 
settlement, and if 1t was disturbed again in Korea, it would be a very 
dangerous step and would endanger world peace. 

That would not be by accident. If it happened again, it would 
happen as a calculated design. That would have to be fully under- 
stood. 

If you had those facts and those general policies put into effect, 
and then began first with a cease fire, ‘and moved on to an armistice, 
a settlement of the Korean questions, and the phased withdrawal of 
woops-—— 

Mr. Jupp. What did you say? 

Secretary Acneson. A phased withdrawal. Everybody would not 
withdraw at once. 

Mr. Jupp. Step by step? 

Secretary AcuEson. Yes, forces would be reduced as Korea became 
stabilized and stronger. 

Mr. Jupp. I do not see how that would give any guaranty that 
it would not be resumed. It might be making it easier to resume. 

They would withdraw across the Yalu River and we would with- 
draw across the Pacific Ocean. I am sure the Secretary is aware, 
as is everybody else, that it is conceivable that one objective behind 
this maneuver by the Soviet Union is to get themselves out of a posi- 
tion where they are not strong enough to win, in order to maneuver 
around to some other position where they would be relatively stronger 
and closer and we would be weaker and farther away, and thereby 
improve their chances of achieving their objective instead of reducing 
them. 

Would vou care to comment on that? 

Secretary Acnrson. I would say, Dr. Judd, of course it is impossible 
to get a guaranty in the sense that vou have complete assurance that 
the aggression cannot and will not be resumed. 

It is not possible in this fallible world, particularly when you 
cannot rely upon the word of the people with whom you are dealing. 

If you have an arrangement in which the self-interest of the people 
with whom you are dealing is deeply involved, there is a greater 
degree of assurance on your part that what has been done will be 
maintained. 

do not think that you are quite right in saying that they would 
withdraw across the Yalu River and we would withdraw across thie 
Pacific Ocean. 

I would think there would be considerable withdrawal to Japan, and 

that is not far away. 
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Mr. Jupp. We are getting a peace treaty with Japan where we will 
not maintain forces in Japan in anything like the strength we have 
had in the past, is that not correct? 

Secretary AcnEeson. No; I do not think that is correct. I do not 
think anything has been said about the size of the forces at all. 

I think Mr. Dulles has pointed that out in connection with the 
Japanese Peace Treaty, that we would have an arrangement with 
Japan ourselves, arrangements also with other countries in the 
Pacific of a security nature. 

But if the self-interest of the Soviet Union and the Chinese is 
involved in not resuming this particular hostility because of the 
consequences which it may produce, then you have greater assurance 
that it will not be resumed. 

Mr. Jupp. What are those consequences that it might produce? 

Secretary Acurson. That the conflict might be general. 

Mr. Jupp. If they resumed the conflict, it would be a reasonable 
expectation that they would be extending the conflict as well 
resuming it? 

Secretary AcHESON. It would be a serious thing, and I think 
would be recognized by everyone. 

Mr. Jupp. How much consideration do you give to the thought 
that they may be trying to get out of a bad situation in Korea in order 
to start a more effective and vigorous operation in Indochina or Burma 
for example, where actually they could do us more damage than they 
could in Korea? 

Secretary AcnEson. Those all are possibilities which have to be 
weighed, Dr. Judd. 

Mr. Jupp. You said yesterday that time was on our side. Well, 
obviously the Russians seem to think it is on their side, because all 
their maneuvering ever since VJ-day has been to produce delay 
for instance, at numerous conferences. 

They have just finished one in Paris where months were consumed 
in gaining them time. I do not know whether they are more accurate 
and realistic in their estimates than we are. I hope we are, but their 
record for realism is better than ours. 

I am not sure that time necessarily is on our side in a situation like 
that in the Far East. I think you will agree that, as was said yester- 
day, they would not have come into Korea if they had not expected 
they could get a quick victory and that we and the free world would 
not fight back. 

Now that we have fought back, they may think that they have 
gained all they can from that operation and it would be better to pick 
off Burma. By splitting India from the rest of southeast Asia, they 
would neutralize both of them, especially when they are also able to 
create trouble in [ran on the west of India. 

Secretary AcHEson. Those are all dangers that have to be con- 
sidered in matters of this sort. And in this partic ‘ular age in which we 
live we do not have choices between something that is highly desirable 
and something that is undesirable. We have choices between un- 
desirables, and we have to pick out the less undesirables. 

With all the dangers you have mentioned, they are still less, I think, 
than continuing a fight which is getting hotter and hotter, and which 
itself may very shortly spread—— 
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Mr. Jupp. And which is very possibly hurting us worse than it is 
the Chinese, although the general assumption is quite the opposite. 
I shall not argue that. 

May I ask this question: You said on page 11 of your presentation 
yesterday: 

We feel that progress has been made toward dealing with these problems 


talking about the European situation— 
but even larger effort is necessary. 

This bill is certainly larger than anything we have had previously. 
Can you give us any estimate of how much larger an effort is necessary? 
Are you referring just to this particular bill, or do you have something 
more in mind beyond this fiscal vear? 

Secretary AcHEson. May I find that? 

Mr. Jupp. In the next to the last paragraph on page 11, “even 
larger effort is necessary.”’ Well, this bill is about three times as big 
as any that we have had for this purpose. That is a considerable 
increase, 

[ am concerned to find out if you have any ideas as to a target 
amount and target date for the effort—how much larger, how much 
longer. ‘Those are my questions. 

Secretary AcHEson. | cannot seem to locate the quotation. 

Mr. Jupp. The next to the last paragraph. 

Secretary ACHESON (reading): 


We are encouraged by the significant increases 


Mr. Jupp. Yes; third sentence. 

Secretary ACHESON (reading): 

We feel that progress has been made toward dealing with these problems, but 
even larger effort is necessary? 

Mr. Jupp. Yes. 

Secretary Acnreson. What I was dealing with in that paragraph, 
Mr. Judd, is the total effort which the entire group of nations is 
putting forward. 

We point out: 

We are encouraged by the significant increases which our European partners 
have made in their military budgets over the past vear. We understand and 
appreciate the problems created for our partners by the impact on their economies 
of great increases in defense expenditures. We feel that progress has been made 


toward dealing with these problems, but ever larger effort is necessary. 
——_ 


What I was talking about in that particular paragraph was not 
this bill, or any future bills, but the degree of effort which the whole 
group of countries cooperating must put forward in order to accom- 
plish the NATO plans. 

[t is our judgment, which we would like to go into more with you 
in executive session, that it will take at least efforts as far as the 
United States is concerned in its relations with its allies comparable 
to those deseribed in this bill, in 1953 and 1954, to accomplish the 
agreed plan. 

We think that our allies in the plans which they are making and 
which we are working out with them, will be required to make a very 
considerably greater effort than is now being made. 
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The effort which is now being made constitutes a very great increase 
over what was being made in 1949 and 1950. In other words, I think 
they have doubled their efforts since 1949. It may have to be doubled, 
and a little more again, in order to make their achievement in the 
defense plan. 

Mr. Jupp. Do I understand that we can assume bills for fiscal 1953 
and 1954 will come forward of approximately the same size as this bill? 

Secretary Acnreson. That I think is—— 

Mr. Jupp. That is 8.5 billion for this fiscal year, and something of 
that general order of magnitude for the fiscal years 1953 and 1954? 

Secretary Acueson. I think that is the probability. 

Mr. Jupp. Then the program under the present expectations would 
run to, say, a total of $25 billion. With the four or five that have been 
put in, the total would probably be approximately $30 billion. 

When we considered the Marshall plan, we talked in terms of $17 
billion over a period of 4 years. This is apparently $30 billion over 5 
years, because it has already had 2 years of operation, is that correct? 

I think the American people and the Congress ought to have some 
idea as to what you have in mind and what they have to look forward 
to. 

Secretary Acunson. I do not happen to have the figures with me. 
We will go into that in very considerable detail. What I have said 
is essentially correct, that what would be required, as far as we can 
see at the present time, in 1953 and 1954 will be of the magnitude 
which is required in this bill, that is, if we are to achieve our common 
objectives. 

Mr. Jupp. Mr. Chairman, I have some other questions, but in- 
asmuch as the House is going into session early, I feel I should dis- 
continue to give time to other Members. Thank you. 

Chairman Ricuarps. Mr. Battle. 

Mr. Barrie. Thank you, Mr. Chairman. 

Mr. Secretary, I have one question on Iran. But if you would 
rather have it dealt with in executive session, it is perfectly agreeable 
with me. 

What I was wondering about is an article that appeared in the 
paper the other day indicating shipments of certain military equip- 
ment to Iran from the United States. 

I am aware from a visit to Iran last fall, and from the newspapers, 
that it is an explosive situation over there. 

[am aware that Ambassador Grady is on the job and doing a good 
job. 

I know we have to do everything possible to help settle that situation 
in the interest of world peace. [am just wondering what our objective 
is in sending help, including military aid, over there and what we 
are trving to do in Iran at the present time. 

Secretary Acureson. Mr. Battle, I think in looking at the provisions 
which are made for Iran, as well as other countries, many other coun- 
tries, in this bill, we must look at the long-range objective which we 
have in mind, and not the fluctuations from day to day of particular 
policies. 

I think it is understood throughout this bill that conditions may 
develop in any of the countries which we are assisting which will make 
it impossible to carry out the provisions of the legislation that has 
been in the mind of Congress, and indeed, it is the great purpose of the 
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legislation to prevent those conditions from arising. Perhaps they 
may despite all our efforts. 

Therefore, we consider the program in Iran apart from this particu- 
lar crisis, knowing that this crisis may develop in such a way as to 
frustrate our efforts. 

But the purpose of the program in Iran is to help that country in 
several ways. The principal purpose of helping it is to try and build 
up the indepe ndence of Iran from Soviet pressure and domination. 

Iran is a country which is on the borders of the Soviet Union. It is 
a country which has a great many material prizes in it. It is a coun- 
try which historically has not had a very strong government. It is a 
country where the people, the masses of the people, have been de- 
pressed, although it was seemingly within the possibilities of the 
riches of the country to develop them in such a w ay that everybody’s 
standard of living would be raised. 

That is the problem we have to deal with. So we have ‘economic 
and technical programs here which are designed to improve the 
agriculture of Iran. We have a program now of work in 700 villages 
in Iran, to introduce the simplest things, from our point of view, but 
quite revolutionary from theirs, with regard to sanitation problems 
and others which will mean a complete change in the life of the village. 

So far as the military program is concerned, the effort is to build 
such military forces as will maintain internal security, which is very 
important, because one of the great dangers is that there will be sub- 
version of the government through the Tudeh Party, which is the 
Communist Party in Iran. 

Iran probably cannot be put into a military position so that it 
itself could withstand an attack from its very powerful neighbor. 
But it could be put in a position where it could delay such an attack, 
and perhaps get itself to the pou.t so that help would be effective. 

That is the broad plan. All of that may be upset if this present 
controversy leads to the complete disintegration of the economy and 
government of the country. 

We must act on the assumption that people will get over these 
emotional attitudes which they take, and will act upon their funda- 
mental self-interest, because the fundamental self-interest of Iran, 
as well as of the British, is tied in this thing. 

If the Iranians would approach the British offers with more of an 
open mind, I think the difficulties could be solved. 

Mr. Barrie. Thank you, Mr. Secretary. 

Chairman Ricuarps. Mr. Fulton. 

Mr. Fvuron. Just going a little further on Iran, Mr. Secretary, the 
bilateral agreement was entered on May 30, 1950, as part of the 
mutual-defense program. But the great quantities of the equipment 
have only been moving in 1951, We are supplying guns, tanks, trucks, 
and things of that sort, to Iran. 

If the situation- 

Secretary AcHEson. I am sorry. I cannot hear vou. 

Mr. Futron. The cruiser Mauritius moved into the port of Abadan 
just recently. I wondered what would be the effect of continuing with 
the shipping i in of such things as tanks, guns, and that sort of thing, 
with the situation boiling up as it is. 

Has there been any position taken previously to cut mutual-defense 
equipment off, or is it intended to be cut off? 
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Secretary AcnEson. No, there has been no decision taken to cut it 
off. I do not think it would be in the public interest for me to specu- 
late as to what might happen. 

I think all we can say at the present time is that we cannot exagger- 
ate the critical nature of the situation. You cannot exaggerate the 
vast importance of solving this crisis, because Iran is a most import- 
ant country, as far as the free world is concerned. 

Therefore, we are bending every effort to bring about, as far as we 
can help in doing it, a favorable solution and not a disintegration. 

Mr. Fuiron. As you know, there was an act of intervention in 
Korea by the Executive without coming to Congress first. 

Can you assure the Congress and the American people that there 
will be no act of intervention in Iran prior to obtaining the consent 
of Congress by the United States Government? 

Mr. Roosrevetr. Will the gentleman vield? Mr. Chairman, I feel 
very strongly that some of the subjects being brought up here are 
subjects that should be considered in executive session. 

Mr. Fuuron. If the Secretary feels that way 

Mr. Roosevevr. I do not think it should be left entirely up to the 
Secretary. Perhaps it puts him in an embarrassing position to answer. 

I would, if necessary, move that Iran and its present crisis be 
removed from discussions in open hearings at this time. 

Mr. Futron. May I comment there? 

Chairman Ricrarps. Wait a minute. 

Mr. Fuvron. If there is any answer that the Secretary decides 
should not be given, I will be glad not to have the question answered. 

Chairman Ricuarps. I would suggest, Mr. Secretary, that it is 
probably in the discretion of the chairman of the committee as to 
what testimony would be relevant. 

In the field of security and foreign relations I would rather the 
Secretary himself determine whether the answer should be given in 
an open or executive session. 

At this point I would like to ask the Secretary, does he object to 
that field of questioning for security reasons? 

Mr. Futron. That is my last question, by the way. 

Secretary AcHEson. I think it would be much better, Mr. Chairman, 
if we discussed some of these matters which are questions of day-to- 
day development and operation in executive session, because, although 
1 am willing to reply as fully as I can to Mr. Fulton, I must inevitably 
be somewhat vague about such matters. 

He has asked me a question here, however, which I think I should 
not leave unanswered on the public record. 

He has asked me if there is any intention of the United States 
intervening in Iran without coming to the Congress. 

Chairman Ricuarps. I agree with that. I will sustain the point 
that was made. 

Mr. Secretary, how about answering this question of Malik and 
Korea? 

Mr. Jupp. I believe, Mr. Chairman, the Secretary was starting to 
make an answer on Iran. 

Chairman Ricuarps. I beg vour pardon. 

Secretary Acnrson. What I was wishing to say, Mr. Chairman, 
is that there is no thought of the United States intervening in Iran 
either with or without congressional action. That is not part of our 


contemplated action. 
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I do not want to appear to indicate in a public record, by any failure 
of mine to answer Mr. Fulton, that we are thinking of doing something 
that we are not thinking of doing. 

Mr. Furron. I am very glad that the Secretary has made that 
clear on the record. I think it is an important part of our foreign 
policy on which the Congress should be informed. 

Secretary AcHEsoN. 1 would also like to suggest that perhaps if 
the committee wishes to go more fully into the Iranian situation as 
it is developing from day to day, if they wish me to speculate about 
what the Soviet Government’s intentions may be in regard to Mr. 
Malik’s speech, I would prefer to do both of those in an executive 
session. 

Chairman Ricuarps. | think that is a good path to follow and | 
want to request all members of the committee to confine their ques- 
tions to the bill. Inevitably, on some questions you may say security 
is involved. The chairman does not want to place anybody in a 
strait-jacket but, of course, every member of the committee under- 
stands that situation. 

Did the gentleman have any more questions? 

Mr. Fuuron. Yes. May I just finish my comments on Iran? 
Of course, if the United States is now sending equipment into Iran 
under this program I think that is a point of public interest, and 
if we are not intending to intervene | think the public should know 
that. 

Chairman Ricuarps. Will the gentleman talk a little closer to the 
microphone, please? 

Mr. Futtron. I would like to move to Europe and ask you whether 
vou think the Eisenhower mission on the NATO program, and what 
has been developed to date, is successful? 

Secretary Acheson. Yes, Mr. Fulton. I think General Eisen- 
hower’s mission and his setting up of his command structure has been 
very successful. 1 think it has only brought us to the threshold 
of the great developments which must take place, but I think he is 
laying a very strong and sensible and firm foundation for those devel- 
opments. We are happy to see some of the things which are at the 
very bedrock of military development taking place, for example, the 
lengthening of the periods of service, which has been done in the 
various countries 

Mr. Futron. May 1 interrupt? Do you think the European 
countries have been cooperating sufficiently with Eisenhower and 
the NATO organization to date, then? 

Secretary AcuEeson. | should not say sufficiently. I think they 
have been cooperating with General Eisenhower. 1 think it really 
never would come to a point where you would say it is sufficient, 
because they must always be pressing forward to do more. There 
are some things which General Eisenhower wishes to achieve on which 
not much progress has been made, and there we are continually trying 
to help him by pushing and prodding to get those things done. But 
in other cases very good progress has been made, and I think it is 
encouraging. 

Mr. Futron. I was going to ask you that. You think on the 
whole, then, progress and the cooperation of the European countries 
have been encouraging to date in the NATO program? 

Secretary AcHEeson. Yes, I do, Mr. Fulton. 
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Mr. Futron. Now, on the question of World War II reparations 
that there might be among the various nations. For example, the 
Philippine Government is asking $8,000,000,000 of Japan by way of 
reparations, with the American taxpayers making up the deficit of 
Japan’s imbalance. If that reparations claim is made valid it will 
mean the American taxpayers are actually standing the bill for making 
up that Japanese deficit. 

Is there any intention in the Department’s position on this new 
legislation to try to integrate the present reparations questions with 
the Mutual Defense Assistance or Mutual Security Program? 

Secretary Acureson. As you know, the United States authorities 
have taken a very firm position with regard to the Japanese Peace 
Treaty against monetary reparation, and pointed out the very factors 
which you mentioned this morning. I do not think it is necessary to 
try—lI do not know how to integrate it unless you say, ““We won't 
give you military assistance if vou press your claims for reparations” ; 
and that is not a wise way of going at it. 

Mr. Futron. Do you think it should be a factor in the discussions 
with these countries, that is, the amount of aid you might be giving 
to the particular country that we are going to help defe nd itself? Of 
course, we have to look at Japan and see that its economy is good, so 
that it defends itself too. 

Secretary Acneson. There are a lot of things vou can discuss, but 
I do not think there ought to be any official or legislative connections. 

Mr. Futron. Between the two? 

Secretary AcHESON. Yes. 

Mr. Futron. So vou would exclude those reparations claims from 
this bill for our consideration? 

Secretary AcHEson. Yes. 

Mr. Furron. Then on the matter of Korea and the thirty-eighth 
parallel. If we settle at the thirty-eighth parallel we are accepting 
what was just a military commander’s decision on the method of 
taking over Korea from the Chinese troops. The thirty-eighth 
parallel was not a division of the country originally, as I believe, but 
was merely the method arrived at between the military commanders 
on a strategic level for taking over the adverse forces in the area. 

Why then settle on the thirty-eighth parallel as a method of dividing 
Korea? Why not take the waist of Korea, which is the shortest line 
and the best held militarily, and try to work something out from that? 
We might have to look ahead to see that South Korea will be sufficient 
to stand against aggression and maybe vou ought to have the best 
line of defense rather than an arbitrary thirty-cighth parallel that cuts 
off the Onjin Peninsula from the rest of South Korea? 

Secretary Acnrson. This gets into the area that I think I would 
rather discuss in executive session, if you do not mind. 

Mr. Furron. That is my last question. 

Chairman Ricuarps. Mr. Zablocki. 

Mr. Zastockr. Thank you, Mr. Chairman. I have no questions 
at this time. 

Chairman Ricuarps. Mr. Herter. 

Mr. Herter. Mr. Chairman, [ do not know how much longer you 
want to prolong this hearing. I heard a roll call in the House. 

Chairman Ricuarps. I understand a no-quorum bell sounded. 
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Suppose we go ahead for 20 or 30 minutes, and if you do not com- 
plete your questions you may continue at the next meeting. 
Mr. Herter. I would like very much to get one thing clear in my 


Sown mind. With regard to the military end items which we discussed 


briefly yesterday, as I understand our problem in this country, there 
is being worked out at the highest levels a program of production which 
it is assumed by Mr. Wilson and the other people who are working on 


J the production end, is the maximum production that this country is 
‘capable of, granting the general over-all economic situation and the 


ts 


raw materials situation, and the controls situation, and so on. 
This program here that is before us adds dollars to a production 


> program without necessarily adding any goods, as I see it. The ques- 
‘tion this year is how much goods can come off our production lines, 
>and where are they going to be distributed. In other words, a $60,- 


000,000,000 program, that is, the military program next year, I assume 


* is the maximum our production experts feel they are competent to 


) squeeze out of our economy in a given year. What this bill provides 
‘for is additional dollars over and on top of that, which is merely a 


) measure of what can come out of our production, it seems to me, rather 


> than any production that could come off our lines. 


I would like to get clear as to whether you feel that the dollars here 
represent additional production from the United States, or whether 


) they are merely a measure of the total production which will be assigned 


to the European countries? 
Secretary Acnreson. Mr. Herter, that is a very intricate matter 


) which you are questioning me about, and it is one which has been the 


subject of a great deal of study in the Defense Department, with the 


SECA, the Treasury, and with the Bureau of the Budget, and with the 
State Department. 


The very question which you asked was one which interested all 


J of us, and we were very anxious to find out whether we were doing 


anything except fooling with words or figures here, or whether we were 
producing additional equipment. 
The answer, I believe, is that we are producing additional matériel 


> by this action here. I think General Scott can go into that in very 


considerable detail with you, and show you exactly why that is true 


Sand how that is true. I ean’t. I have looked at the conclusions and 


doder 





| have great confidence in those who reach those conclusions. We 
have worked them out with the Defense Department, particularly 
with Mr. Lovett, who is a person who is very knowledgeable on these 
matters, and I am convinced that the conclusions reached are right, 
but [am not able to prove it to you. I am sure General Scott can 
and will. 

Mr. Herter. IT was raising that question at this time merely be- 
cause I wanted to find out from you whether you think that is a profit- 
able line for us to pursue to satisfy ourselves that more money is 
actually going to produce more goods, or whether this is merely a 
percentage measure of the total goods which will be produced anyway 
and allocated for Europe or the other areas of the world. 

Secretary AcuEson. It is a very pertinent question indeed, and | 
think it is well worth asking and well worth pursuing. I know it can 
be answered to your satisfaction, and I think it should be. You have 
gone to the heart of this whole question. 
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Mr. Herter. There is one other comment I would like to make 


which you may wish to comment on. I was privileged to be one of 


the members of this committee who went abroad recently to try to 
gather more information with regard to the whole program. There 
seemed to be unanimity among the higher persons abroad on one 
thing, and that was the great inadequacy of the information services 
There is a general discontent. I think that went all the way along 
the line. 

In connection with that also there was a considerable amount o! 
discussion in regard to the declassifying of a great deal of classified 
material. Much of that classified material has leaked out bit by bi: 
in a lot of undesirable ways, and not in an orderly way at all. 

We ran up against a tremendous amount of classified material that 
in a sense hamstrings us in our discussions of our problems with our 
colleagues here, and others. I am hoping very much the whole ques- 
tion of what can be declassified can be given very much more serious 
attention than it has been in the past. I think it might be desirable 
for us to turn over the record that was taken overseas and has now 
just been made available to us as it was directly brought back here, 
which I think would point that up very strongly. 

I think the Department ought to go over it extremely carefully 
and see if some of the policies with regard to classification cannot be 
revised. If the program is going to become a reality, it strikes mx 
as one that ought to be clearly understood both in this country and 
abroad. To date it seems to me a great deal of the material is over- 
classified, and there is a lot that can be given to the American public 
I merely raised that as a comment in connection with the whole 
program. 

Secretary AcHrEson. I have already taken that matter up, Mr 
Herter. The chairman very kindly made available to me the materia! 
which was reproduced and which the committee collected in Europe. 


‘and I was very much struck with exactly what you mentioned, and 


I have already asked that that matter be looked into to see what we 
can do to improve that situation. 

Chairman Ricuarps. Mr. Secretary, we have to go to the floor 
now. Can you come back bere tomorrow and finish your testimony 
tomorrow morning? 

Secretary Acureson. Yes, sir. I shall be delighted to respond to 
any request of the committee. I will be here tomorrow at 10 o'clock, 
if you wish. 

Chairman RicHarps. If you can arrange your program so as to be 
here in the morning at 10 o’clock, we will appreciate it. 

The committee will stand adjourned until 10 o'clock tomorrow 
morning. 

(Whereupon, at 11:15 a. m. the committee adjourned until 10 a. m. 
the following day, Thursday, June 28, 1951.) 

(The following was submitted for the record:) 


STATEMENT SuBMITTED By SECRETARY OF STATE DEAN AcHESON ON USI! 
CovERAGE OF ForeIGN Arm PRoGRaMs, IN FuRTHER RESPONSE TO A QUEs- 
TION By REPRESENTATIVE KELLY 


Ever since the North Atlantic Treaty Organization came into existence, th 
Department of State has used every means of disposal] to keep the world informed 
of the progress being made and the extent of American aid. 
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The story of American economic and military aid to foreign countries has been 
one of the dominant continuing themes of the Voice of America. In fact, the 
proceedings before this committee yesterday constituted the lead item for the 
Voice news programs this morning. Every phase of the various assistance 
programs has been reported fully in broadcasts to all major areas of the world. 
The story has been told in all of VOA’s language services, which now total 45. 
In reporting developments under the aid programs VOA has utilized numerous 
radio devices, including news, commentaries, economic surveys, interviews, 
documentaries, and special events. The departure and arrival of significant 
shipments of arms and material have been covered, for example, by on-the-spot 
reportage. The details of American assistance have been broadcast not only to 
recipient countries but also to nations behind the iron curtain. In the free areas 
many of the VOA programs have been relayed locally over the domestic facilities 
and in the indigenous languages of the nations concerned, e. g. France, Italy, 
Germany, Greece, Turkey, Portugal, ete. 

In addition, the Embassy information staffs have been busy since the day the 
North Atlantic Treaty was signed publicizing it in many wavs. The signing 
ceremony itself Was shown as a documentary film by the USIE officers abroad 
within a few days after it took place. Pictures of shipments sent from the United 
States to various NATO countries have also served as the basis for a number of 
films which have been shown to a great many people in Europe. 

For example, in Italy, let me cite a few of the steps which were taken by USIE 
since much the same pattern is followed in other countries The Itelian language 
versions of the USIE news bulletin which has wide distribution throughout the 
consistently carries stories about the NATO stressing the fact that 


country 

mutual security is the best insurance against aggression. During the first part 
of April the nine USIE offices in Italy and USIF film trucks traveling in all parts 
of the country showed the documentary film, Atlantic Pact. All USIE offices 


prominently displaved photo exhibits linking the delivery of three American war 
vessels to the Italian Navy with the measures being taken for the common 
defense. Italian reporters, radio commentators, and photographers were per- 
mitted to cover the ceremony and this resulted in much favorable publicity. 
One popular commentator’s on-the-spot description and his account later in the 
evening were carried by 43 radio stations throughout Italy, and within a few 
davs one newsreel company released a film which approximately 9 million Italians 
will see in their theaters during the next few months. Another documentary 
film made by the USIE office in Rome was placed on eight film trucks and shown 
in the rural areas and remote sections of Italy. Another technique used was to 
place copies of a photo poster of the warship transfer in 3,000 Italian post offices 
and in other locations in many Italian cities. 

Just as the warship ceremony was set up in Italy, so also are other special 
events arranged in all NATO countries to attract local radio and press coverage. 
Tips are given to newsmen and material is fed out enabling the local stations to 
carry many programs about the Mutual Defense Pact. Although these programs 
do not carry an American label, they are nonetheless due to the efforts of our 
public affairs officers. 

There are many other similar examples from other nations. For instance, 
The Hague USIE Office has for some time prepared a script describing American 
contributions to mutual defense for use on an official Dutch information service 
radio program called Searchlight on Western Defense. <A trip arranged by USIE 
for Dutch journalists to inspect European troops of NATO resulted in 35 articles 
appearing in 18 Dutch newspapers with their combined circulation of over 1 
million. And a Portugal USIE office recently opened a pavilion at the 1950 
Lisbon popular fair. Communist aggression and expansion, the danger of 
threatening democracy in Western Europe and the greater potential strength of 
the NATO countries compared with the USSR and its satellites is shown to 
spectators through the displays and in a Portuguese pamphlet which is handed 
out. Within 2 days, more than 100,000 persons had already seen the displays 
and it is expected close to a million will visit the pavilion by October. 
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THE MUTUAL SECURITY PROGRAM 





THURSDAY, JUNE 28, 1951 


House or REPRESENTATIVES, 
ComMITTEE ON ForeIGN AFFAIRS, 
Washington, D.C. 

The committee met in the Ways and Means Committee room, 
New House Office Building, at 10:12 a. m., Hon. James P. Richards 
(chairman) presiding. 

Chairman Ricnarps. The committee will come to order, please. 

Ladies and gentlemen, we are continuing the hearings on the 
so-called Mutual Security Program. The witness again today is the 
Secretary of State. 

I believe that yesterday when we discontinued questioning, Mr. 
Herter, the gentleman from Massachusetts, was asking the Secretary 
a few questions. If he wants to continue that line of questioning, we 
will start with Mr. Herter today. 

Before going into that, I would like to say, Mr. Secretary, that on 
account of the nature of this bill and the wide scope of the activities 
imposed under the program, a lot of the questions range all over the 
world, and naturally get into security matters that are more or less 
delicate. 

The Chair has no disposition as to any line of questioning. Real- 
izing the situation as I do, I would like to state to the Secretary of 
State that if he feels that any of these questions require answers that 
might affect our international relations in a harmful way, if answered 
publicly, if he will so state that he would rather discuss those questions 
in executive session, he may do so. 

I would like to say to the committee, too, that I promised the 
Secretary that he would complete his testimony today, and we would 
complete our questioning in regard to thav. Jee 

This is his third day here. ‘He has an engagement about midday 
that he has to keep, and which he made based upon a guaranty that 
I gave to him that he would be finished by midday. 

There will probably be a roll call shortly after 11 0’clock. We 
want to proceed with the hearings as long as we can today and finish 
up with the Secretary. 

Mr. Herter, do you want to follow up? 

Mr. Herter. No; I think any questions I might have I can reserve 
for later. I think the Secretary’s time is important. 

Chairman Ricuarps. Do any of the other members—I am not 
going down the line—have any questions that they would like to_ask 
of the Secretary? Mrs. Kelly. 

Mrs. Ketiy. Mr. Secretary, does the Mutual Security Program 
expenditure of $8.5 billion include the entire United States commit- 
ment for foreign assistance? 
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I should rephrase that question. Is there any estimate of our 
commitments to the United Nations Organization? 


STATEMENT OF HON. DEAN ACHESON, SECRETARY OF STATE— 
Continued 


Secretary AcuEson. Mrs. Kelly, I think so far as the contributions, 
the operating contributions to the United Nations are concerned, they 
are contained in the State Department Appropriation Act. 

In this bill there are several items covering contribution to the 
United Nations efforts of a substantive nature. 

One relates to the Palestine refugee contribution, which is in the 
bill. Another is for Korean reconstruction. Those are substantial 
items. 

Point [V through the UN is in this bill, also. Those three items 
are in. 

The contributions to the running of the UN organization, as such, 
are in the State Department appropriation bill. 

Mrs. Ketity. Thank you, Mr. Secretary. 

Secretary AcnEson. There is one other important item of United 
States assistance abroad, which is not in either of those bills. That is 
in connection with Japan. The Japanese effort is being handled 
through the Defense Department appropriations. 

Mrs. Keuiy. There is one other question, Mr. Secretary. In my 
own mind I question giving greater aid or assistance to the Yugoslav 
Government unless they grant further basic freedoms to their people. 

Do you care to comment on that? 

Secretary Acneson. I would like to talk to the committee about the 
Yugoslav situation in executive session, if I might do that. 

Chairman Ricnarps. Mrs. Bolton. 

Mrs. Bouton. Mr. Secretary, I think there has been a great deal of 
confusion relative to the Palestine refugee situation, due largely to the 
fact that no mention is made of the fact in the name that the question 
is one of Arab refugees who have been expatriated since the partition 
of Palestine. 

I call attention to this to make it clear that what you were referring 
to was the nearly million Arabs that are out in the desert; that United 
Nations help is what is in jeopardy at the moment. 

Secretary Acneson. That is correct, Mrs. Bolton. 

Chairman Ricuarps. Is there anyone on this side who wishes to 
ask a question? Mr. Ribicoff. 

Mr. Risicorr. Mr. Secretary, it seems to me that on the questions 
of Iran and Korea there has been quite a bit of confusion due to the 
misunderstanding of various phases of the operation of foreign policy. 

There is confusion between policy and negotiation, and they get 
blurred in the public’s mind. Would you care to comment on the 
difference between policy and negotiation, and what part they play 
in formulating the over-all policy? 

You do not have to comment if you do not care to, but I think it 
gives an opportunity to clear up much of this confusion. 

Secretary AcHEeson. I am glad you asked that, Mr. Ribicoff. I had 
the same experience also in testifying at the other end of the Capito! 
on this same question. 
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There did seem to be in the minds of some of my hearers the idea 
that if you negotiated with somebody about a point, you were auto- 
matically given up your own position. That, of course, is not true. 

In negotiations what you do is to state your own position as strongly 
and persuasively as possible, and stick to it and try to get it adopte vd. 

The other side does the same thing. It may in many negotiations 
be possible to work out a compromise, or a meeting of the minds in 
some way. In other negotiations that often is not possible, so that 
negotiation does not produce the result you are hoping for in many 
cases. 

But what we try to stress all the time is that our fundamental 
policy, and our fundamental duty under the United Nations Charter, 
is to settle international questions by peaceful negotiation. 

The whole idea of the Charter is that settling questions by force is 
not the way, and that is not the way in the future we want to settle 
questions. Therefore, wherever we can, we do sit around the table, 
discuss, argue, and try to settle by negotiation. 

That does not mean we abandon our position or give up positions 
which we believe to be wel to the security of the United States. 

Mr. Risicorr. The process of negotiation, to be effective, often 
has to take place in so-called secret, where every word and syllable 
is not on television, or on the radio or in the press, but at the same 
time it has nothing to do with giving up vour basic policy which has 
been announced by the Nation, concurred in by the Congress and the 
people in accordance with the democratic process. Is that correct? 

Secretary AcuEson. That is quite correct, Mr. Ribicoff. 

Mr. Risrcorr. Thank you, Mr. Secretary. 

Chairman Ricuarps. Mr. Javits. 

Mr. Javirs. Mr. Secretary, in view of the current possibility of 
discussions with respect to a cease-fire in Korea, would you care to 
restate for us, and for the country, the position of the United states 
on two major questions—the admission of the Chinese Communists 
to the United Nations Security Council, and the disposition of 
Formosa? 

Secretary Acneson. Yes, sir. I had the opportunity to state those 
before the joint Senate committees; I shall be glad to state them again. 

So far as the admission of the Chinese Communists into the UN is 
concerned, we have steadfastly taken the position that those who 
claim to represent a nation in the UN should not be permitted to shoot 
their way into that organization. 

Therefore, since the Chinese Communists have defied the UN, 
have opposed the UN forces militarily, have taken part in the aggres- 
sion in Korea, we do not believe they should be admitted as the repre- 
sentatives of China in the United Nations. 

I pointed out to the joint Senate committees that we have taken 
that position. At the time I testified I think there had been 76 votes 
in UN organs and agencies on this matter. Since then I believe there 
have been 3 more, so there have been either 79 or 80 votes on this 
question. 

In all except one vote the vote went against the admission of the 
Chinese Communists to any one of the 34 or so agencies connected 
with the United Nations; and in the one case where the vote went the 
other way, it was later reversed. So at the present time the National 
Government of China represents the nation of China in all of the 
agencies of the UN. 





2 


et Se 





60 THE MUTUAL SECURITY PROGRAM 


In regard to Formosa, the President’s declaration of policy of the 


27th of June 1950 stands as the Government’s policy in regard to q 


Formosa, that is, we recognize the Government of China, the Nationa! 
Government of China, which is in authority in Formosa. 

We have interposed the Seventh Fleet between Formosa and any 
attack from the mainland, and we have said that no attacks on the 
mainland should be undertaken from Formosa, the idea being that the 
Formosan question should not be settled by force. 

If anyone attempts to settle it by force, we will interpose our own 
force. 

Mr. Javirs. That we are sure is how it should not be settled? 

Secretary AcuEeson. We proposed to the last session of the General 
Assembly that the Assembly should discuss the question with all the 
interests connected with Formosa, and that the United Nations 
should come to a conclusion about it. 

After the Chinese intervened in Korea, the political committee of 
the General Assembly decided to adjourn debate sine die on the 
Formosa question. 

Mr. Javirs. Assuming that the Korean situation resulted in a 
cease-fire, are we still of the same mind with respect to having the 
Formosan question settled by the United Nations? 

Secretary AcHEson. We are still of the state of mind that it should 
be settled by peaceful discussion; it should not be settled by force. 

The President has said that there are two ways in which the peaceful 
discussion could take place. One is the Japanese Peace Treaty, and 
the other is the United Nations. If it has to do with the Japanese 
Peace Treaty, that merely delays the peace treaty with Japan, and 
therefore, the ultimate solution of it would have to be by negotiation, 
either in the United Nations or in some other form. 

But, of course, that involves a negotiation in which you do have a 
meeting of minds between the authorities on Formosa, the Formosan 
people ‘and anyone else who is directly interested in the settlement. 
It does not mean we give up our position, that Formosa should not be 
forcefully put under a regime that it does not wish to submit to. 

Mr. Javirs. Do you not think, Mr. Secretary, it would be well for 
us to emphasize to the Formosan people their part in the decision, 
and how we think it should be obtained, either by plebiscite or some 

other form, to make it clear? 

Secretary AcHEsON. We have tried to do that, Mr. Javits. I 
brought that out in my speech last December at the UN. 

Mr. Javirs. Would the Secretary care to say anything about 
whether we would use the veto to keep the Communist Chinese out 
of the UN? 

Secretary AcnEeson. I spoke about that at considerable length 
before the Senate committees. What I pointed out before the 
committees is what I have just said in answer to your question, that 
in order to maintain a position in the United Nations we are dealing 
with between 35 and 40 agencies or organs or institutions of the U N. 
in all of which the question of who shall represent a country is de- 
pendent on some sort of majority vote. In some cases it is a simple 
majority, some two-thirds, with the exception of the one organ, the 
Security Council of the United Nations. 

In the case of the Security Council! there is a disputed question. It 
can be argued that there must be a vote in which all the permanent 
members concur in order to change the seating of some representative. 





tha 
per 


Co 
you 
wil 


of 
the 
vol 


bri 
Th 


col 


qu 
fou 
mi 
the 


the 
ha 
or 

de 


the 
be 


ble 


rel 


W 


pe 
sla 
tal 
to 
th 


th 
ca 
th 
br 
ef] 
m: 
ne 


Wi 
th 
to 
of 
m 
th 
pe 





Aikido # 


Eg vit Day 


SV eR 


Sahota st 





THE MUTUAL SECURITY PROGRAM 61 


On the other hand, there are arguments which can be put forward 
that this is not a question which requires a majority of all of the 
permanent members. 

Therefore, when you are approaching the question of the Chinese 
Communists in the UN system, you have to realize in order to carry 
your position you must have a strong and persuasive position which 
will carry a majority with it. 

Sometimes it is a two-thirds majority in a great many of the organs 
of the UN. One cannot concentrate one’s mind on one organ in which 
the veto will apply. What it means is that if one permanent member 
votes against it, then the resolution does not carry. 

So, you must attempt to maintain a position which persuades and 
brings along with you the great majority of the members of the UN. 
That is what we have succeeded in doing. That is what we must 
continue to try to do. 

If you got to the position where the veto became an important 
question, and if in the Security Council you were in a minority of 
four or less,- that would probably mean that you were in a great 
minority in the other organs of the UN, and that you would lose in 
that situation. 

If, however, the battle were continued in the Security Council, 
the question would then arise, and we would continue to vote as we 
have voted, whether our vote constituted a defeat of the resolution 
or not, then the only way in which there could be an authoritative 
decision on that matter would be through the World Court. 

Because if you were a minority of four on the question of whether 
the Chinese Communists should be admitted, you would probably 
be in a minority of four or less as to whether your vote constituted a 
bloc. 

Therefore, if, as and when it appeared that this was going to be a 
relative question, we would do our best to get that taken to the 
World Court and have the World Court decide the question. 

Mr. Javira. Mr. Secretary, | have just one other question. I hap- 
pen to feel that one of the greatest dangers to be fared right now is a 
slackening of our defense mobilization efforts because of this current 
talk about the possibility of a cease fire. Would the Secretary care 
to say anything about what he thinks on that subject, as to whether 
there is any justification for the slackening, and if not, why not? 

Secretary Acurson. | should be very glad indeed to respond to 
that question, Mr. Javits, and say just as vigorously as I possibly 
can say that there should be no slackening whatever. If anything, 
there should be an increase of our defense efforts. If a truce is 
brought about in Korea it does not lessen the need for this great 
effort which we have been making on our own part, and have been 
making with our allies, and which our allies have been making. The 
need continues to just as great a degree as it ever did—if anything, 
to a greater degree. Because if the danger of the spreading of the 
war which has grown out of the Korean effort, is postponed or stopped, 
then there is nevertheless the vast need of building our defense forces 
to the point where the outbreak of similar aggressions in other parts 
of the world, or the temptation to engage in general hostilities, becomes 
most unattractive. If and when we reach that point, then I believe 
the understanding I was talking about with Mr. Ribicoff becomes 
possible, and that then some of the underlying questions here which 
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cause the great tensions of the world may reach a point where they 
can be discussed and settled by negotiation. But I believe that that 
cannot be done as long as there is a great disparity in power which 
makes negotiation seem to be unnecessary to one side, which causes 
them to believe they can accomplish their purposes without it. Such 
a situation means a continuing danger to the United States, and we 
must make a continuous effort to step up our preparations. 

Mr. Javits. So you think parity of power is an essential prerequisite 
to the negotiation of the fundamental differences between us and the 
Soviet Union, which negotiations would have a chance for success 
with honor and justice? 

Secretary AcuEeson. That is what I believe; yes. 

Mr. Javirs. Thank you. Thank you, Mr. Chairman. 

Chairman Ricnarps. I would like to ask the members of the 
committee for the benefit of the reporter to speak a little closer in 
the microphone. 

Does anybody on this side want to ask any questions? 

Mr. Smiru. Yes, sir, Mr. Chairman. 

Chairman Ricnarps. Mr. Smith. 

Mr. Smirn. Mr. Secretary, what is going to be our policy so far as 
the prosecution of the Korean aggressors is concerned? 

Secretary Acneson. I find that difficult to answer, Mr. Smith. 
You mean, are we contemplating war trials? 

Mr. Smirx. Yes. I am afraid we have set a precedent at Nurem- 
berg, and I am wondering if we are going to follow the same practice 
in Korea. 

Secretary Acureson. I know of no plan to do that, although, of 
course, insofar as people are violating the rules of war, that is another 
question. 

Mr. Smiru. Now, I think the American people are somewhat 
concerned about what has transpired in the past in the matter of 
the destruction of property from war damage. We have bombed the 
daylight out of various areas in the world, and now we asked the 
American taxpayers to rehabilitate and restore these same areas. 
This does not make sense. 

As | read the bill before us, we are going to start a rehabilitation in 
Korea. I am wondering, is that going to be a continuing policy of 
ours? Must the taxpayers of this country bear this burden all over 
the world? 

Secretary Acueson. I think our policy in Korea, Mr. Smith, is that 
it is a United Nations obligation undertaken by the United Nations 
to do all that they can to rehabilitate Korea. This is a great joint 
effort in which all the nations have joined. We believe that if we can 
bring about peace in Korea and can reestablish the Korean economy 
and the Korean people as a great demonstration of democratic life and 
freedom in Asia, we will have done a great thing for the development 
of our whole position in the world. I do not think that establishes any 
precedent for any future actions, and I hope there won’t be such a 
necessity for precedents. 

Mr. Smitu. Of course, so far as the American taxpayer is concerned, 
he picks up the check. He is the goat in the New Deal foreign policy 
which has once more taken us from peace to war. 

Secreiary AcnEson. In this particular case we have very substantial 
help from the other nations of the world. I think they have done very 
well in this regard. 
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Mr. Smith. Thank you. 

Mr. Mansrre.p. Mr. Chairman. 

Chairman Ricwarps. Mr. Mansfield. 

Mr. MansFiE.p. Mr. Secretary, apropos of the question raised by 


~ the gentleman from Wisconsin, is it not true that the peoples of the 


) world do not want to be liberated in the sense that they were liberated 
) during the Second World War, and in the sense that they are being 
) liberated in Korea—in South Korea—today? 


Furthermore, is not one of the main tenets behind the Mutual De- 


‘fense Assistance Program, which covers the greater portion of the bill 
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now before us, the idea of helping to create a position of strength on 
the part of our allies in Western Europe who comprise the membership 
of the North Atlantic Treaty Organization and allied groups, so that 
the possibility of a liberation which will entail great destruct’o. is 
thereby curtailed considerably, and because of the defensive position 
of strength assumed by those countries and ourselves we will be able 
to forestall such a happening in the future? Is that correct? 

Secretary Acneson. That is correct, sir. 

Mr. Mansrretp. The idea is to keep these people, in so far as col- 


> lectively we are able to do so, from once again being liberated at a price 


of great destruction, and in the meantime creating a position of 
strength which will enable them to stand up against communism in 
that part of the world? 

Secretary AcHeson. That is true. Yes, sir. 

Mr. Mansrieip. That is all. 

Chairman Ricuarps. Mr. Fulton. 

Mr. Fuiron. I am interested, Mr. Secretary, in protecting the 
Chennault company planes at Hong Kong, which a United States court 
decided belong to the American company and a British court has de- 
cided belong to the Communist Chinese Government. Iam interested 
in seeing that those planes are not delivered to the Communist Chinese 
Government which is now fighting us in Korea. 

Can I ask you whether you believe that the delivery of those planes 
would be within the ban of the United Nations embargo on the 
delivery of strategic materials? 

Secretary Acueson. I believe it would. Yes, sir. 

Mr. Futron. They would then be within the ban of that embargo, 
even though this question does not involve what we usually think of 
as exports? Because, here are articles that belong, according to the 
British court, to somebody over on the other side, and are simply in 
custody of the Hong Kong Government. I believe the embargo 
itself mentioned the export of goods. In a technical sense it might 
be argued that “export” could be just the delivery of title or sale 
of goods. 

Do you believe then that the word “export” or the term “embargo”’ 
could also include what might be alien property—that is what this 
would be—in the possession of either the British or American 
Government? 

Secretary Acueson. I am just giving you a very first impression. 
| have not studied this matter at all. I think so far as our present 
concern is involved here we are well satisfied with the fact that it can 
be appealed in the highest courts. There is an injunction against 
delivery, and there will be no delivery. I will look into this matter 
and be glad to discuss it with you further. 
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Mr. Futron. I want to bring up the point that this is a little 
different from the ordinary extension of the word “embargo.” I fee! 


the United Nations embargo should be extended to alien property 


which might be within the possession of the United Nations, on the 
order of our alien property laws. 

The other thing was this: So far in the hearings I have not heard 
mentioned the Latin and South American—— 

Secretary AcHESON. I am sorry. I did not hear that. 

Mr. Fuuron. I have not heard mentioned the Latin and South 
American angles. Could you give us just a few ideas on how this will 
establish cooperation with those countries, and how it will assist our 
defense south of the border in our mutual defense of the hemisphere? 

Secretary Acureson. | did refer to that in my opening statement, 
Mr. Fulton. I referred to that title in the bill which deals with 
cooperation with the American republics. Two types of assistance 
are described. There is military equipment to be transferred on a 
grant basis to the South American countries in connection with the 
plans of the Inter-American Defense Board. These plans have been 
worked out by all the chiefs of staff of all of the American countries, 
and you will have testimony presented to you here in detail about 
them. Later testimony will show how the efforts which will result 
from the increase in the efficiency of the armies of our Latin American 
neighbors will contribute to the defense of this hemisphere, and will 
relieve the United States from military tasks which it had to under- 
take in the last war. 

There is also economic assistance of the nature which has been 
going on between the United States and the other republies of this 
hemisphere for the past ten years so successfully, and that also is 
developed in this bill. 

Mr. Futron. Does it involve too the extension and completion of 
the correlation and standardization of armaments among the republics? 

Secretary AcHEson. Yes, sir. 

Mr. Futron. My last question is on Germany. Is any attention 
being given to the fact that West Germany is now doing a great 
amount of exporting to the South American countries, and it seems 
to have the free capacity to do it, while our industrial firms here are 
having to turn more and more to defense contracts as a matter of 
patriotic duty? 

Has that question been investigated as to the markets, as between 
the British, ourselves and West Germany, and what is the policy 
on that? 

Secretary Acurson. I think that that can be dealt with in much 
greater detail when we come to that portion of the bill. It is true 
that Germany is recovering its industrial productive power and its 
exports. That is all to the good, from our point of view, for two 
reasons: One is that it helps Germany support itself, rather than 
having Germany a continuing burden on the American Treasury. 
Also, at this time of shortage it is very important to our South Amer- 
ican neighbors that they get materials. If they cannot get them 
from here, it is essential they get them from some place. All of this 
has been taken into consideration, and I think we can give you satis- 
factory information about it. 

Mr. Fuutron. All right. 

Chairman Ricuarps. Mr. Secretary, I would like to ask you a 
question right here. 
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Mrs. Ketriy. Will the gentleman yield? 

Chairman Ricnwarps. | yield. 

Mrs. Ketty. I would like to bring to the attention of Mr. Javits a 
report which was printed by the committee or a subcommittee of the 
Committee on Expenditures in the Executive Departments dealing 
entirely with the United States relations with international organ- 
izations, including a summary of the results of the meetings of the 
Foreign Ministers of the American Republics. It isa very excellent 
pamphlet. 

Mr. Javirs. Thank you. 

Chairman Ricnarps. Does the gentlewoman want to call that to 
the attention of the committee? Is that correct? 

Mrs. Kewuiy. Yes. 

Chairman Ricuarps. Thank you very much. 

Mr. Secretary, the Economic Cooperation Act of 1948, section 114, 
subsection (c), says this: 

In order to carry out the provisions of this title with respect to those partici- 
pating countries which adhere to the purposes of this title and remain eligible to 
receive assistance hereunder, such funds shall be available as are hereafter author- 
ized and appropriated to the President from time to time through June 30, 1952, 

When that act was passed, it is my understanding that the plan 
was to terminate economic assistance on June 30, 1952, which is the 
end of the fiscal vear of 1952. 

In the Mutual Security Program proposal we have here today, 
there is no termination date at all for economic assistance. What do 
you think about putting a termination date in there definitely? 

Secretary Acueson. I think that is a question of judgment which 
the Congress will, of course, exercise. If the termination date were 
put in, it would probably be desirable to pick out one which would 
permit the program which we have in mind to be carried out. There 
is a good deal to be said in favor of putting such a date in. 

One cannot peer into the future with any great accuracy. If one 
took a date in 1955 that might be a desirable thing to do, with the 
knowledge that this was something which nobody could guarantee, 
and that it might very well be necessary to extend the date a little 
further. 

So far as the activities here are concerned—and we are now dealing 
in the economic field—— 

Chairman Ricuarps. Yes, sir. 

Secretary AcHEson (continuing). There would be several types of 
work which would be going on. One of these is the strictly Marshall- 
plan activities. Now, those, I think, with the exception of one or 
two countries, would be finished by the date mentioned in the original 
act. The countries which might not be finished include Austria, 
where there are very special circumstances. Austria’s future depends 
on our getting a satisfactory peace treaty, so that Austria can again 
be a united and independent country. It cannot be economically 
self-sufficient when it is divided as it is now and the Soviet Union 
takes so much out of eastern Austria. 

We hoped in 1949 that we had an Austrian treaty which would be 
completed with one more meeting of the Foreign Ministers, but all 
our efforts to get the Soviet Union to complete that treaty have been 
in vain. We now have to go along with the situation which has been 
forced upon us. 
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In Italy the economic recovery problem is greater than with the 
other countries being assisted; but that should not continue to be 
the case very long. 

Greece, again, is a country where there are special circumstances: 
but again I think the situation in Greece is looking up. Unless there 
is great military disturbance in the world, it should not take too long 
for our economic aid task in Greece to be completed. 

Now, those are the problems which remain under the old Marshal! 
Plan Act—the Economic Recovery Act. 

So far as economic assistance for the purpose of military production 
is concerned—the peak of that, I believe, should be in the next few 
vears, While the rearmament program is going on. Thereafter there 
could, I believe, be very substantial reduction of economic assistance, 
and perhaps the ending of assistance in many cases; but it is too 
speculative to say anything definite. 

Assistance programs in other countries involves much less in funds 
than what we have been talking about in the Marshall plan or in the 
direct economic assistance for military production. These programs, 
which might last over a considerable period of time, constitute a 
wealth-producing program. This is a program by which we are help- 
ing other nations to develop the technical competence, the improve- 
ment of agriculture, the improvement and development of their ray 
materials, which makes them more and more self-sufficient. 

If the Congress believed that it was desirable to have some termina- 
tion date for the purpose of requiring a reconsideration of all matters 
at a particular time, I could well understand why that would be a 
desirable thing to do. If the Congress wished to say it would recon- 
sider the whole matter anyway without putting in a termination dat 
in 1954 or 1955, that again would be a wise and sensible way to go 
about it. 

T think it is a question of judgment, Mr. Chairman. 

Chairman Ricuarps. Well, Mr. Secretary, suppose Congress does 
that and puts in the termination date. Of course, there will be 
equipment and supplies in the pipe lines and there will be some counter- 
part funds. I was just wondering why we could not put the termi- 
nation date in there and then any residue or any part that has not 
been opened up can be turned over entirely to economic production for 
military purposes, and let that fall right over into the MDAP program 
of the NATO countries, and go on as smoothly as it ever did? 

Secretary Acnreson. That might be possible. I think if the Con 
gress puts the termination date in, it ought to do it with the realization 
that what it is really thinking about now is forcing a reconsideration o! 
all these questions on that date, and without trying now to foresee 
what steps you worl] take at some time 2 or 3 vears from now. The 
future is too ure:rtain to be able to plan now what you would do to 
terminate some activity on a particular date. The important thing 
I think, would be to say that here is a program which in so far as ve 
see will last two or three years, and after that we do not know, but we 
will reconsider the whole matter at that time. 

Chairmen Ricwarps. You do agree then, Mr. Secretary, that ss 
far as pessible this program should be terminated on the date that was 
svecified when the Marshall plan first was inaugurated? 

Secretary AcHEson. | think we are getting a little mixed up. | 
thought vou were asking me whether there should be a termination 
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date on the whole extended program we are talking about in this bill. 
Your last question suggests that you mean should the ECA be ter- 
minated on the 30th of June, 1952? 

Chairman RicHarps. Yes. 

Secretary AcHESON. Is that what you asked? 

Chairman Ricwarps. That is right. ECA. 

Secretary AcHEson. I am sorry. I misunderstood you, Mr. Chair- 
man. I was answering a question which you did not ask. 

Now, If | may go back and straighten myself out? 

Chairman Ricuarps. It was my fault. 

Secretary AcHESsON. So far as terminating the ECA on that date, 
1 think you are faced with the problem that I spoke about in answer 
to the very first question that the committee asked me, when you 
asked me about the administration of the program. 

The economic assistance which is being furnished here—the great 
bulk of it for the military rearmament program will have to be admin- 
istered through an economic organization. What the President has 
suggested here is that in order to create the least possible disturbance 
you merely take the existing ECA Act and extend the period of time 
and let the ECA be the agency which administers this economic 
assistance. 

If you do not do that, but terminate the ECA, | think you will have 
to create another economic organization; and if you do that, there will 
be a period of confusion in between. People who are now working 
in the ECA will not know wheter they are going to continue working. 
You will have people leaving, and just at the time when it is most 
important to get the whole effort of this thing focused, and going 
forward with great vigor, you will have confusion aid uncertainty in 
the agency which has to administer the program for helping our 
friends to economic health. 

Therefore, the President’s suggestion in his message to Congress 
was that you continue to use the ECA by extending its existence for 
such period of time as you wished to. That, I believe, is the least 
disruptive way of getting the job done which has to be done. 

There are considerations—and the Congress can go into them all 
in these hearings here—there are considerations of a psychological 
nature which are relevant, which say that you started the ECA out 
doing a particular job. It will have done that job pretty much bv 
the 30th of June 1952, and, therefore, vou have to end the ECA 
and start something else. ' 

My own judgment—this is all a question of balancing factors here 
my own judgment is that the confusion which would be put into the 
program by ending one organization and creating another exactly 
like it, and the loss in personnel, and all of that sort of thing, would out- 
weigh any psychological advantage which came from saving, ‘We 
have done a job now and, therefore, we will end the organization 
that did it.” I think a much better and fuller light can be thrown on 
this question by Mr. Foster, who is right in the heart of this matter, 
than by me. I have given a good deal of thought to the question, 
and since you have asked for my opinion on it, | would say that the 
wisest thing to do here would be to extend the period of time for the 
life of the ECA. Change its name, if you wish, to something else, 
if you want to, to indicate it has somewhat new functions, but keep the 
organization and the personnel intact so that we will not find our- 
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selves coming to a slow-down in the 12 months ahead where we should 
really be putting forth the most tremendous effort to stimulate our 
allies into great production. 

I say that because what is done in the next 12 months is really going 
to determine the success or failure of this program. If things are not 
really humming by the middle of 1952, then you can be pretty sure 
that you will not get the forces and equipment which you have to have 
by the end of 1954, because some of these items are long-lead items, 
and they have to have adequate economic organization and productive 
capacity behind them, and the plans drawn and everybody at work. 

I regard the next 12 months as very critical for the success of the 
mutually agreed defense plan. That is a plan which calls for the great- 
est possible effort by our allies, as well as by ourselves. As pointed 
out the other day, our allies have already doubled their production 
since 1949. In a military way they will do possibly as much or more 
again as they have already done. 

”The *y will need an organization working very closely with them to 
help them through these periods in the next year, and I think that 
organization will work better if it does not have over it the cloud that 
its whole efforts are going to terminate and somebody else will pick 
them up 12 months from now. 

Chairman Ricuarps. Thank you, Mr. Secretary. The reason why 
I asked you that question is that I am sure the Congress understood, 
and the people of this country understood, and the recipient countries 
of economic aid understood that the Marshall plan was a 4-year 
program. 

Secretary AcuEeson. That is correct. 

Chairman Ricwarps. Economic aid for military purposes and 
military aid are different from economic aid, as such. 

I can readily understand the point you made as to the difficulties 
which will be involved in this period of transition and in this twilight 
zone between what is primarily economic aid and what is economic aid 
for military production. You will have plenty of trouble. I am 
certain that experts who have handled the first phase of this program, 
if this other program goes into effect ,should be retained because their 
services are too valuable. However, that issue is not plain to the 
country, and the world, and the Congress itself. I think it should be 
made plain. The best way to do it is by putting a termination date in 
there and indicating how you are going to take up that burden. That 
is the only reason I asked that question, but there are a lot of difficulties 
involved there. 

Mr. Jupp. Will the gentleman yield? 

Chairman Ricuarps. Dr. Judd. 

Mr. Jupp. I would like to pursue this matter for just a moment, 
because we took it up in every European country we visited ree ently. 
In general our political people all w anted it to end officially, whereas 
the economic people—the ECA people—in general wanted it to con- 
tinue. There were exceptions in both cases. 

We were told frankly that the ECA in its original sense had ended 
its work. In fact, ECA, as we set it up, is already finished, because 
of the shift in its operations to support of the defense program. 
Originally the concept was that economic aid was an alternative to a 
military program. Economic recovery—that was the way in which 
it was presented—was designed to give these countries stability. 
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Of course, it was too late, as some of us warned at the time. ECA 
is not an alternative to a European military program, but it is in 
support of a military program and has been from the beginning. 

The questien is whether to be honest with the Congress and honest 
with the people and say that ECA as originally envisaged has com- 
pleted its work, and what we now have to have is an economic program 
in support of the defense program or else it falls to the ground. Shall 
we lay the cards on the table and do it forthrightly? I myself believe 
that should be done. 

As to the wind-up date, I was convinced by Ambassador Dunn in 
Italy we should not end ECA now but we should at the end of fiscal 
1952, when the law says it should end. It has become a symbol of 
American interest in the welfare of European people, he said. The 
people of these countries in which ECA is working believe that it 
helps their living standards. The mutual-defense program does not 
go beyond support of the military effort. They may know that in 
general their country is being strengthened, but they do not see any- 
thing they themselves are getting out of it, whereas the ECA was a 
program to help them recover from the poverty and the unemployment 
and the dislocations of the last war. 

Now, if we say we are not going to carry ECA through 1952 as 
originally planned and intend to end it in 1951, they are going to say, 
“See. They do not care anything about us. It is just part of a great 
power struggle between the United States and Russia as rival imperial- 
istic giants,’ and so forth. I think we ought to keep ECA through 
fiscal 1952, but I believe strongly there are two arguments for ending 
it then that have greater importance than you gave them in your 
statement. 

One is the importance for the long-term future of for once ending 
a foreign-aid program when we said it was going to end. It is always 
said that it will be a short temporary program and that the coming 
vear will be the most urgent one. Then, at the end of that vear, 
it is the following vear that is going to be the most urgent one and so 
on. That develops cynicism in the Congress toward the Departments 
and in the country toward the Congress. It is like the old fable of 
the boy who cried ‘Wolf’ too often. Congress tends not to believe 
the Administration when it comes here and says, ‘This is to be a 
l-vear, or 2-vear, or 3-year program.”’ I think it would be most 
helpful if, since we said it was to be 4 years, we finish it in 4 vears. 

At the same time we should explain frankly why there should be 
a new program similar to ECA. The people are intelligent. I think 
they are both more intelligent and more patriotic than many people 
give them credit for. You understand the need, and I understand 
it; What makes any one think they will not understand it? If it 
appeals to our patriotism to the point of our supporting it, theirs is 
just as good. : 

That is reason No. 1. The second is this: If we continue ECA 
beyond 1952, it plays right straight into the hands of the Com- 
munists, who have said all along: “This is not a sincere effort to help 
you people in Europe. It is a blind and a facade. It is really a 
military program.”’ If, in fact, we now make the economic recovery 
program only a military program, the Communists seem proved 
right, even though you and I had no such intention at the beginning. 

85708—51——6 











; 
j 


ee 





70 THE MUTUAL SECURITY PROGRAM 


I myself think those two considerations, one, integrity in Govern- 
ment and playing fair with our people and, two, not giving the Com- 
munists the right to say that this was all along a deception and part 
of a military program rather than an economic program, ought to 
outweigh the dislocations and uncertainties, which I do not think 
need be very serious, that will follow from such a change. 

If you would care to, I would like to have your comments on those 
two arguments which were presented to us most forcefully by various 
persons in Europe, both our people and the representatives of the 
countries we visited. 

Secretary AcHEeson. I attempted to make, not as vigorously as 
you have done, Mr. Judd, the very points you have made. The thing 
I was also pointing out is that you will need some kind of people 
grouped together—— 

Mr. Jupp. That is right. 

Secretary ACHESON (continuing). In an organization to do this 
work. 

Mr. Jupp. And we ought to preserve them as an organization 
because it is the best job, | think, of effective management our country 
has ever carried out in such a field. 

Secretary Acureson. What I was pointing out is: You will need 
some people to do this work after June 30, 1952, because the adminis- 
tration of our country’s economic help to military production will 
continue through 1954 anyway, and possibly longer. 

I am not asking the committee to adopt any one theory, but I am 
asking them when they solve this problem to have prominently in 
their minds also the need of having these capable people who have 
worked so well, as you said, for the Government, continue in their 
efforts and helping these countries in the military and economic 
assistance for military production after 1952. 

Therefore, if you consider only the points which you and I have 
mentioned which lead to the desirability of showing that this old 
program has come to an end and we are on a new program, and i/ 
you consider only those considerations and say that ECA ends on 
June 30, 1952, period, then everybody is discharged and everybody 
leaves the Government. Then we come to 1952 with no organization 
existing which is able to carry our plans forward, and that I know the 
Congress does not want to have. 

Mr. Jupp. I do not either. We do not need to say that, or to dis- 
charge everybody. 

Secretary Acnrson. If you can work out something or other so 
that these people can be assured their services will be needed for a 
different program after 1952, and that the program which is starting 
now will be continuing, you will have achieved the purpose I want to 

Mr. Jupp. We have about three alternatives. We can keep thre: 
organizations in these countries as at present: The regular Foreign 
Service, ECA, and MDAP. Or we can merge MDAP and ECA into 
a security-aid organization with an economic branch and a military 
end-item branch. Or we can put both of them under the Foreign 
Service; that is, under the complete direction and control of the Stat: 
Department. J judge that you prefer keeping the coordinating system 
we have at present. Those are the three main possibilities. It is 
our problem to work them out with the maximum benefit and minimum 
dislocation, and I am grateful for your views. 
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Secretary Acugeson. There are modifications of those three alter- 
natives. You could say that the ECA, as such, under its present 
legislation, will continue until 1952. At that point it will go over to 
this other task. Its name will be changed and its functions will be 
restated by legislation at that time. Therefore, people working for 
ECA would know that they would in some way or other be continuing 
in this effort. 

Mr. Javirs. Will the gentleman yield? 

Mr. Jupp. Yes. 

Mr. Javirs. I just wanted to make the point that the International 
Development Advisory Board, headed by Nelson Rockefeller, came 
up with a specific recommendation that we set up a United States 
Overseas Economic Administration. I would like to point out, too, 
that I would like to associate myself with Dr. Judd’s views on this 
question and advocate that we do go to a new agency and call it the 
United States Overseas Economic Administration. 

The third reason for that is that this is a new program and it ought 
to be emphasized it is a new program and policy we are consciously 
embarking on, and, therefore, the views of the chairman are so perti- 
nent as to the time limitation. I also feel strongly we have got to end 
ECA when we promised. This committee was gracious e ‘nough to give 
me the ball to carry on the 1952 date in the ECA 1948 debate. The 
House, in passing the bill, did say the program should end in 1952. | 
am for ending it in 1952, and let us with our eyes open go into this 
new Mutual Security Program. We have a blueprint for it in this 
recommendation of the International Development Advisory Board. 

Mr. Jupp. If we end it in 1952, we are not cutting it off. It is 
because it has done its job, thank God. 

Chairman Ricuarps. Lremember when the bill came up in 1948 the 
gentleman from New York proposed an amendment be put in this 
provision to promote that, but there is certainly an implied obligation 
on the part of the committee and the Congress to do all we can to 
terminate it on that date. 

Are there any questions on this side? 

Mr. Hays. Mr. Chairman. 

Chairman Richarps. Mr. Hays. 

Mr. Hays. Mr. Secretary, in the Mutual Defense Assistance Act of 
1950, there is provision for the President transferring as much as 10 
percent of the funds from one item to another, and a provision that 
when this power is exercised he shall notify the Committee on Foreign 
Relations of the Senate and the Foreign Affairs Committee of the 
House, and also the Armed Services Committees of both Houses. 

In title V, General Provisions, section 501 of the draft bill we are 
considering, no such provision is made for notifving the two com- 
mittees of each House. I just wondered if there was any reason why 
that was omitted. , 

In other words, we found that was rather helpful to be advised of 
these transfers. I want to know if there is any reason why that 
procedure should not be followed. 

Secretary Acueson. I think there would be no objection to follow- 
ing that same procedure. 

Mr. Hays. Yes. We had in the Yugoslavia transfer, for example, 
some contacts with the executive department that were very helpful 











72 THE MUTUAL SECURITY PROGRAM 


in the understanding by the committees of that action. I wanted to 
pursue just a little the comment that you made, sir, the first day, with 
reference to the Italian and French elections, which you found en- 
couraging. Is not the problem one largely of acquainting the people 
with the beneficial results of the program? That is where we lost 
ground. 

For example, in Sicily it is not because there was any failure of the 
program, really, to extend it widely. We were not able perhaps 
to get that out among the people. Is that a fair appraisal of it? 

Tam pointing out that w hile it is true, of course, as you said, that 
there were gains in the municipal elections, there were also losses in 
localities. Do we not need to give more attention to acquainting the 
people with the fact that we are giving substantial aid to that group? 

Secretary AcuEson. Yes. I agree entirely, Mr. Hays, and I think 
you are quite right about it, and we are redoubling our efforts to do 
that. We are already looking into matters that were brought up in 
questions to me y resterday, and I think in the very near future we will 
greatly improve our service along that line. 

Mr. Hays. Then it is true in Sicily, for example, that the benefits 
have been widely spread, as I understand it, and peoples that were in 
need of economic aid have participated? 

Secretary Acueson. I think that is true. Yes, sir. 

Mr. Hays. I think sometimes, Mr Secretary, that we are rather 
timid in touching things that are delicate from a political standpoint. 
Take land reform, for example, of which the Communists have made 
so much. We have been too timid in espousing the American plan of 
greater equality of opportunity. Many of us were impressed with 
what yeu have done, for example, in Formosa, to correct abuses in the 
agricultural system, not by a sweeping change but by a more equitable 
division of income and less exorbitant rents. 

I think a monumental job has been done in Formosa that we ought 
to capitalize and find ways of letting the peoples who are subject now 
to the Communist propaganda know how well the American system 
works when we put our hands to the problem. 

I do not want to be too lyrical about the Formosan matter, but 
from what I know of our work in rearrangements in the agricultural 
system there it has been very effective. 

Secretary AcuEson. That is quite right. I agree with you 
thoroughly, Mr. Hays. 

Mr. Jupp. Except that it was almost entirely done by the Chinese. 
Our help was under a provision that is my baby, the Joint Commission 
for Rural Reconstruction, of which Mr. Moyer is the head. With 
just a little advice from us on how to do it, they did it. 

Mr. Hays. It was done by the gentleman from Minnesota, who is 
an American, and not a Chinese. 

* Mr. Jupp. It was conceived largely by some Chinese, especially 
Jimmy Yen. I was responsible for getting into the ECA bill a provi- 
tion to set up a Joint Commission, with three Chinese and two Ameri- 
cans, which is the way to do such a job, to work with them and not 
to try to tell them. Because, if the two Americans are any good, 
their views will prevail. The Americans furnished the technical 
know-how, and the Chinese operated the program. It is the kind of 
thing that can be done in all these underdeveloped areas by imagina- 
tive leadership and sympathetic help, rather than by orders from the 
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top, or humiliating exposures of their inadequacies. Under those 
circumstances you do not get results. 

Chairman Ricuarps. I was sure the gentleman from Minnesota 
could not go along without breaking out on that subject. 

Mr. Jupp. Mr. Chairman, I thought I had been exhibiting extra- 
ordinary restraint. 

Mr. Hays. The gentleman from Minnesota and I are not too far 
apart, but I do not want him to be too modest, because this is an 
American plan, and I am even willing to give the Republicans credit 
for inaugurating it. 

The Formosan action is highly significant, and we ought to capitalize 
on it and let the people of Asia know we did a job for the under- 
privileged people there. 

Mr. Jupp. It is the only place where real land reform benefits have 
come to the farmers. The Communist program is a phony, and 
always was a phony. We give them real help. 

Mr. Hays. Yes. 

Chairman Ricuarps. I should like to say for the benefit of the 
audience that these two gentlemen are very close friends, ayd there is 
something fishy about the whole thing. 

Are there any question on this side? 

Mr. Reece. Mr. Chairman. 

Chairman Ricuarps. Mr. Reece. 

Mr. Reece. If I may, I would like to ask the Secretary if, after 
the Kem amendment was passed and before the National Security 
Council acted in setting it aside substantially, if the State Department 
communicated with the other countries concerned to the effect that 
the Kem amendment probably would be set aside and to disregard it? 

Secretary AcHEsON. No; we did not communicate to that effect and 
indeed the National Security Council has not set the Kem amendment 
aside, Mr. Reece. 

Mr. Reece. I said “substantially.” 

Secretary ACHESON. No. I would like to state in a moment exactly 
what has been done, because I do not want any misunderstanding 
about that. 

We have called in the representatives of all the countries except 
three, and those three have no substantial problems in connection with 
the Kem amendment. We pointed out to them what the requirements 
of the act were. We pointed out that we had this list certified by the 
Secretary of Defense, and that it would take a very considerable time 
even to get that list printed in English, and a longer time to get it 
translated into various languages that were necessary. 

We pointed out to these representatives what the purposes of the 
Congress were in connection with the Kem amendment, the purposes 
for which we had been struggling for a long time and toward which 
their governments had made substantial progress. 

We asked them on an urgent basis to get in touch with their govern- 
ments to be able to establish exactly what they had already done 
toward accomplishing the purposes of the Congress; what further 
steps they could immediately take; and what were the greatest prob- 
lems facing them in connection with the amendment. 

Now, what the National Security Council did, Mr. Reece, in regard 
to the Kem amendment, was, to give an extension of time in order to 
give an opportunity to find out these very facts I have been talking 
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about, and to put in the hands of the foreign governments the list 
with the indication of what parts of that list are vital, and what parts 
are less vital. This was done by granting a general exception for a 
limited period of time. The National Security Council was faced 
with the proposition that you had to do one of two things. You 
either had to stop all aid while you set the machinery in motion, or 
you had to continue all aid while you got the machinery in motion. 
It seemed to us that the choice would have to be taken in the direction 
in which we took it. For the effects upon the whole program of stop- 
ping everything while the list was translated and put in people’s 
hands, and while they were able to report to us what they could do 
in meeting it, would be disastrous, particularly at a time when we 
were pressing all these countries to extend their military effort. 

But we will within the 90 days have these reports. We will take the 
matter up on a country-by-country basis, and do our very best to 
achieve the purposes of the Congress, which are also the purposes of 
the administration. 

Chairman Ricwarps. Are there any other questions? 

Mr. Jupp. Yes, Mr. Chairman. I have some questions. 

Chairman Ricuarps. Dr. Judd. 

Mr. Jupp. Mr. Secretary, when the Marshall plan was originally 
before us, the whole philosophy and system of counterpart funds was 
worked out in this committee. One of the questions I recall we voted 
up and voted down a half a dozen times before we finally decided was 
how the counterpart funds would be controlled. 

Some favored complete control by us because they are what the 
people of the recipient countries pay for the goods that are furnished. 
Some were for turning them over wholly to the recipient governments. 
We finally compromised on joint control. 

There are now suggestions from certain responsible organizations 
and people in our country that there ought to be a basic change in 
that policy and that counterpart funds ought to be solely under our 
own control. Some of the organizations, like the American Farm 
Bureau Federation, have particularly in mind the so-called under- 
developed countries which may be receiving more help in the future. 
For example, when it was proposed that we give grain to India as a 
gift and get counterpart funds in return, some people felt the real 
way to get beneficial reforms and developments in India was for 
us to control those funds in Indian rupees and make sure that with 
them the irrigation, or seed selection, or health or educational programs 
that are most beneficial, would be carried out effectively. 

I think an argument can be made both ways, as is true of most 
questions. I would appreciate your comment, if you have given the 
matter thought. 

Secretary Acueson. I should like the real substantive answer to 
that to come from Mr. Foster and others. But what I would like to 
say from the point of view of foreign policy is that I most earnestly 
hope the present method will be continued, and for the reasons which 
you most effectively stated a few moments ago, when you were talking 
about the Formosa land reform program. That is, if we do these 
things on a cooperative basis with the country and work them out 
together, we will get infinitely further and have a much better attitude 
in the country concerned than we will if we undertake to say that this 
capital fund belongs to us, and we will deal with it in your country 
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as we Americans think wise, and we do not want to have to be bothered 
consulting with you. The second approach would not produce as 
good an attitude for the very reasons which you gave, and I could 
not agree with you more. 

I think the way to do these things is to do them by cooperation and 
by joint effort. As you very truly said, if our representatives are not 
good enough to sell a sound idea, then we had better get some who 
are, because | am sure we can do that, and we have done it very 
effectively in dealing with the counterpart funds. 

Mr. Jupp. I appreciate your answer. There is the further fact 
that perhaps Americans could go in with more efficient organization 
and methods and get certain things done more rapidly. But when 
the Americans moved out there would be nobody prepared to carry 
it on unless it has been a jointly developed and jointly operated 
program. 

Secretary AcHEson. That is very true, Dr. Judd. 

Mr. Jupp. In your statement on page 13 you make a statement 
which I think represents a certain change in our foreign policy. You 
say in the middle paragraph on page 13, talking about this whole 
creat crescent of countries from Korea and Japan to Afghanistan 

Our broad national objective in this area is to help the people develop inde- 
pendent and stable governments, friendly to the United States. 

The significant change is that you omit the word “democratic,”’ 
which for many years was always included in a phrase “independent, 
stable, and democratic governments.” I have always objected to it. 
It did not put first things first. I want to congratulate you on this 
change of policy, because our first national objective is that these 
countries be independent and friendly so that their resources cannot 
be used against us by an enemy. Whether they choose our form of 
democratic government right away is not the essential thing. It is 
desirable and we want them to be democratic. We must help them 
become so. But I think it was always a mistake and impossible of 
accomplishment to require that as the prerequisite for our aid they, 
first of all, become democratic and go through the motions of a con- 
stitution and an election, which they did not understand and did not 
know how to handle well. Democracy usually comes after stability, 
in my experience, rather than before. 

I believe this represents a genuine forward movement in our thinking 
with respect to the countries in Asia. It took England, as I recall it, 
700 years from the Magna Carta to universal suffrage, and these other 
countries are going to have to take some decades, if not centuries, to 
accomplish the journey. 

Democracy is a goal, and not the condition of our aid. What it 
seems to me you are now saying is that security is first, then stability, 
then reform. If independent governments do not produce reforms 
beneficial to the people they will be overthrown, but they cannot 
produce reforms until they are secure and stable. Is that an accurate 
statement? Does your sentence mean that, or was it just an inad- 
vertent omission of a word? 

Secretary AcnEson. No; I do not think it was an inadvertent 
omission. I think it was consciously done. For one thing, in the 
battle of words which is going on in the world “democratic’’ has suffered 
many casualties. All the Communist regimes are called People’s 
Democratic Republics, and I think you are quite right here in what you 








| 
| 








76 THE MUTUAL SECURITY PROGRAM 


state, that we have not withdrawn from the idea that representative 
government and free institutions are the goal for which we should 
press with other nations. We are stressing here that independence is 
the great thing to start with. If peoples are really independent and 
they are not satellites of anybody, then we can begin to work with 
them, because they have got something which we understand. 

We want to be independent, and we want them to be independent. 
If they want to be independent then they are the sort of people with 
whom you can do some business. 

As you correctly say, there has to be stability. Maybe to get stabil- 
ity you will have to go a long way on certain reforms, such as the land 
reform that you were referring to a little while ago. 

Then, insofar as they can move to free institutions and representa- 
tive government we will help them in every possible way, but we recog- 
nize that is something that cannot be done overnight. 

Mr. Jupp. On page 14, in the middle of the page, you say, 

Poverty, disease, illiteracy, and resentments against former colonial exploita- 
tions—these are the turbulent forces that seethe in Asia, that move people power- 
fully. 

I want to make more of a comment than a question. I believe that 
the most powerful of those forces in Asia is resentment against former 
colonial exploitation. I think Americans are projecting too much of 
their own ideas into other peoplé’s minds when they assume that pov- 
erty, disease, and illiteracy are as powerful factors, or that the desire 
to be free from those conditions is as powerful a motivation through- 
out the common people of Asia as it is among ourselves. It is, of 
course, in the case of those leaders trained in England or the United 
States. It is not so true by and large with the people, because they 
are still too unaware that conditions could be better. The resentment 
against colonial exploitation I think you will find to be deep and uni- 
versal in those countries, because human dignity is the most precious 
thing a man has, and it is just as precious to the poor and illiterate, if 
not more so than to the more advanced. The bitter resentment of the 
Iranians against Britain is not so much because of financial reasons, I 
am quite convinced, as it is because of Britain’s refusal to vield on cer- 
tain matters of prestige, such as allowing even one Iranian to be on the 
board of directors of the Anglo-Iranian Oil Co., or allowing the Iran- 
ians to look at the books of the company, even though the royalties 
paid the Iranian Government depend on what those books show. I 
am sure the British books are completely accurate, but they will not 
let the Iranians see them. 

You said that if Iran would be less emotional and would consider 
more its own interests, the problem would not be insoluble. But, 
rightly or wrongly, what the Iranians consider as their most vital 
interests is not oil production. It is dignity and standing and equality 
of status. Sometimes I suspect the British Government has not 
learned anything in this sort of thing since it lost the Thirteen Colonies 
unnecessarily, because it would not yield on certain matters involving 
most of all, equality of status. While we are helping to overcome the 
poverty, disease and illiteracy in Asia—and I spent 10 years of my 
life working at that—I think we ought to emphasize more and more 
that the biggest thing is to give them equality of status and recogni 
tion. Without that all the other things will not succeed. 
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I had a good illustration of that recently in France in a shop not 
far from the American Embassy. The wife of the shopkeeper was an 
American girl, born in New York. I had to sign a check on the House 
of Representatives bank and they found out I was a Member of 
Congress. We got to talking and her hushend-said, “If France goes 
Communist”—and this was the day before the election—“If France 
goes Communist you Americans will be more to blame than anybody 
else.”’ 

I said, “Why is that?” He said, “Because you have not had 
imagination enough in your dealings with the French people.’ He 
said, “You have done a good, effective job of general economic 
recovery in your usual efficient American way, but the people do not 
understand it. They know that most of them are better off, but they 
do not realize that Americans had much to do with it. They think 
you have just aided the Government and businessmen. The Com- 
munists come in and give a little tin of powdered milk to a mother, 
or a little bottle of cod-liver oil for a child, and the people say, ‘That 
is wonderful. They care about us.’ ” 

T said, ‘Well, we had two possible courses. We could carry on the 
same sort of personal aid and propaganda job that might make vou 
as individuals feel better, but would not solve your problem. Was 
it not better to work at the long-term business of restoring your 
production and getting you so that your country would be solvent?” 
He said, ‘‘You are succeeding economically, but you are not succeeding 
politically.” Then he added, “And you spent enough money to do 
both if it had been spent more effectively and with less waste.”’ 

T thought it was rather illuminating for a well-educated and sym- 
pathetic Frenchman to recognize that and state it in a eandid way. 
I feel more keenly than ever before that we have got to find better 
ways along the line of the remarks of the gentleman from Arkansas 
to make sure this program and knowledge of its benefits reach down 
into their homes, and that it is the best way for us to help them, 
rather than to send in little individual hand-outs which would give 
them something immediately, but would not improve their country’s 
situation. 

[am sorry Mr. Chairman, for this long monologue. 

Chairman Ricuarps. We always enjoy the gentleman’s very strong 
observations, particularly at this time. 

Are there any other questions? 

Mr. Reece. Yes, Mr. Chairman. 

Chairman Ricnarps. Mr. Reece. 

Mr. Reece. I would like to ask the Secretary if you think there is 
any danger that this program, instead of being a deterrent to Soviet 
aggression against the Western European states, may encourage the 
Kremlin to move against those states before the NATO powers are 
well armed? There seems to be a general feeling from the expressions 
which have been made that Russia, with the divisions, of which it 
has several, in Eastern Germany and in that area, could move at this 
time. I am just interested in your thinking on that. 

Secretary AcHEeson. Well, that raises a problem which is raised in 
connection with anything which is done in this whole area, Mr. Reece 
If one takes the attitude that if one attempts to become strong so as 
to resist Soviet aggression then one will provoke Soviet aggression, the 
conclusion is that one must give into it. That conclusion is unac- 
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ceptable. That is not a possible conclusion. Therefore, if there are 
any risks that the attempt to create enough strength to resist aggres- 
sion is going to provoke it, we just have to run those risks. 

Mr. Reece. I do not want to put myself in a position where my 
comment might be interpreted in that way. I think the gentleman 
will concede there is one great force that is discouraging aggression, 
and that is the productive capacity and the economic strength of the 
United States. As long as we are able to preserve that economic 
strength in the United States and preserve and build this productive 
capacity that results from this system of enterprise of ours, there is 
grave doubt, it seems to me, whether Russia would feel in the long run 
that she could win in a total conflict. 

As you well said in your statement, I believe Russia figures on the 
long-range result and tries not to embark on any course where there is 
any substantial risk of losing in the long run. My own feeling is that 
as long as we maintain our position of great strength here in the United 
States, that Russia cannot help but estimate that in the long run she is 
running great danger in starting another total conflict. 

Secretary AcHEson. Mr. Reece, I of course agree that the great 
productive power of the United States and its power to produce all 
sorts of materials, military and otherwise, is a tremendous factor in the 
world. It is not, however, in my judgment, an effective deterrent 
for war if it is not harnessed into the task of transforming some of this 
potential power into existing power, or power in being. In othe: 
words, if, as you say, we do nothing to create power in being to meet 
an aggression, but we simply wait until it appears and then put this 
whole great power into production, I am afraid you will not deter war, 
you may furthermore get yourself into a situation in which the same 
miscalculation might be made that has been made twice, and, that 
the United States would not get into the struggle until it was too late. 

Therefore, I think we must proceed to use this power in order to 
create forces in being so that the aggression will never start. 

Chairman RicHarps. Mr. Fulton. 

Mr. Futron. I was a little concerned with your discussion with 
Dr. Judd about stability and independence in these countries, and the 
aim of this program. If we aim primarily for stability and independ- 
ence and then let the development of human rights wait rather than to 
have those developments join right away with this program, do you 
not think that we would just be trying to maintain the status quo? 
Then we would be trying to hold in power the maybe inefficient and 
corrupt machines, and possibly maintaining, by the force of our own 
arms that we supply, the suppression of human rights and liberties 
abroad? 

Secretary Acneson. I think if we took that attitude we would be 
open to the criticism which you suggest, but I do not think we are 
taking that attitude, Mr. Fulton. 

Mr. Futron. So that your reply then to Dr. Judd did not mean in 
any way the American people were going to ease up either now or in 
the program that is in progress, or in the future, in the development of 
human rights and human liberties abroad? 

Secretary Acueson. I did not understand Dr. Judd to make that 
suggestion, and I certainly did not make any response to that question. 

Mr. Futon. I want to make it clear that is not the case. In 
addition to that, the program itself is not aimed to support any par- 
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ticular regime, or any particular group or clique in any governmental 
body abroad, is it? 

Secretary AcHESON. No, it is not. 

Mr. Futon. May I ask then finally, is there any agreement with 
Britain, whatever, that if they prosecute any of these atomic spies or 
atomic scientists who have violated our security, that we will then not 
prosecute? Do we have any agreement on a diplomatic level, for 
example, that when Klaus Fuchs is tried abroad under the British 
law for security reasons that we then do not bring him over here and 
try him for the claimed offenses against our Government which he 
committed in our country? 

Secretary Acnreson. No, sir. There is no agreement of any such 
character. 

Mr. Futron. Is there any movement on now to extradite him before 
the Rosenbergs are executed? 

Secretary Acngeson. I am just not informed about it, Mr. Fulton. 

Mr. Fuuron. That is all. 

Chairman Ricuarps. Mr. Secretary, we thank you very much. 
You have been very patient and very frank. We will have Secretary 
of Defense Marshall as our first witness in the morning. When the 
committee adjourns it will be until 10 o’clock tomorrow morning. 

We have five additional minutes. Dr. Judd would like to ask a 
question. 

Mr. Jupp. In your statement, Mr. Secretary, and in all the discus- 
sions on this issue, emphasis is properly given to the great productive 
capacity of Western Europe. Second to ours, it is the best workshop 
in the world. Yet it is disturbing that we are having to produce and 
send to them out of our resources so many things they are capable of 
producing themselves. 

What puzzles me is how to do the short-range emergency thing that 
needs to be done by us, and at the same time succeed in getting 
them to make the maximum effort for the long run. 

I do not want to mention any specific countries, but here is an 
example. We were ina country which has a very considerable machine 
tool industry, and is able to produce a great deal of small arms and 
ammunition. Yet we are shipping to its neighbors small arms which 
it could produce just as well as we. At the same time we are con- 
structing for that country some ships like mine sweepers, which can 
be produced in Europe by its neighbors. We are making brand-new 
ones and sending them over to it. Now, it would like to have orders 
to make small arms, but the other countries do not give it orders. 
If they bought from the country in question small arms and ammuni- 
tion, they would have to pay for them. If they get 30-caliber ammuni- 
tion made in the Twin City Ordnance plant in my State, they do not 
have to pay for it. You and I pay for it. 

Now, how can we mobilize the full productive capacity of each 
country for the whole area, beyond its needs for its own rearmament? 
We discussed this time and again, and I am not satisfied with the 
answers. 

When the original MDAP bill came along in 1949, four of us on 
this committee offered an amendment to reduce the actual appro- 
priation by 50 percent until we saw whether they were going to do 
their part. It was not because we were against the full amount, if 
well spent, or were engaging in an economy drive. We were trying 
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to give them an incentive. We wanted to say, in effect, “We will 
advance our side of the line half way down the field. Now you come 
along with your part; and then we will go the rest of the way with 
ours.”” It was passed in the House but defeated in the Senate. 

Now, I have been toying with the idea of whether we should not 
try something of that sort again. It is not to issue a threat, but to 
provide an incentive. It would be on this basis: ‘To the extent you 
mobilize to the utmost of what you can do, we will provide whatever 
amount is agreed upon. The more you do, the more we do,” rather 
than say, “Here is our whole amount right now without any condi- 
tions.”” Do we not encourage them to rest on us more than they 
need to, if we pay it all in cases where they can do more themselves? 
There is no more troublesome problem in the whole situation than 
this one. Could you help us on that? 

Secretary AcuEeson. This is, as you say, one of the major problems 
with which we are concerned. I think it can be very fully discussed 
with you by the ECA witnesses, and by the military ones, when you 
get down into a detailed consideration of it. The problem is exactly 
what you stated. How is it possible to get all the productive facilities 
of Kurope working on some sort of a pool basis? We are at this very 
moment having the most intensive work done in the Defense Depart- 
ment and in ECA with our people sitting in to see what possible way 
can be found to solve that problem. It will not, I think, affect the 
amount which we will need to send them now. 

However, vou are quite right, that there is productive capacity 
which at the present time is not being used. The problem is a finan- 
cial problem. If that can be solved, then you can get these people 
to work. But there is just not enough leeway now of transferable 
funds to work that out. We are at work on it, and maybe we can 
find a solution. We have to find a solution because there is productive 
capacity that can and must be fully utilized. 

Those who know far more about the solution of the problem than 
I do will be prepared to give vou their best judgment on it. 

Mr. Jupp. Thank you, Mr. Secretary. 

Chairman Ricnarps. The committee stands adjourned until 10 
o’clock tomorrow. 

(Whereupon, at 11:45 a. m. the committee adjourned until 10 
a. m. the following day, Friday, June 29, 1951.) 


























THE MUTUAL SECURITY PROGRAM 





FRIDAY, JUNE 29, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
Washington, D. C. 
The committee met in the Ways and Means Committee room, 
New House Office Building, at 10 a. m., the Honorable James P. 
Richards (chairman) presiding. 
Chairman Ricwarps. The committee will come to order, please. 
We are continuing the hearings on the so-called Mutual Security 
Program. We are fortunate to have with us this morning the dis- 
tinguished American, the Secretary of Defense, General Marshall, 
who will testify. 
General, do you have a statement that you wish to make? 
General MarsHauu. Yes, Mr. Chairman. 
Chairman Ricuarps. Will you proceed, please? 


STATEMENT OF GEN. GEORGE C. MARSHALL, SECRETARY OF 
DEFENSE 


General MarsHautu. Three years ago, as Secretary of State, | 
appeared before the Congress in support of a plan to assist the countries 
of Europe to recover from the devastating effects of a major war. 

These countries had emerged from the war with disrupted economies 
and war-weary populations. Congress, in recognizing the fact that 
this situation endangered the establishment of a lasting peace, enacted 
into law the Economic Cooperation Act of 1948. 

As the reviving economies of Europe diminished the threat of 
internal subversion, the fear of external aggression became the great 
menace to the stability of our common effort. 

The Mutual Defense Assistance Act of 1949 was a recognition of 
the existence of the disruptive element of aggressive force. Now in 
1951 our goal continues to be a free world of nations with strong and 
healthy economies. 

I am here today in support of a Mutual Security Program which 
integrates our programs of military and economic assistance as a bul- 
wark against the threat of these aggressive forces. 

There are in the world two great centers of power and influence. 
One of these is the family of the free nations. The other is the Soviet- 
controlled group. The United States is the keystone of the free 
world, and must be the leader in resisting the Soviet threat. 

The strength of a nation does not depend alone on its armies, ships, 
and planes; it is also measured by its qualities of leadership, by its 
resources and industries, by the determination of its people, and by the 
strength of its friends and allies. 
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We are now engaged in building up our military and matérie! 
strength, and as part “of that effort we are assisting other nations in 
preparations for their own defense, those nations whose strength wil! 
contribute to our security. 

The security of the United States rests on our own strength and on 
our unity with the other friendly nations. To develop unity this 
Government has joined in regional arrangements through the North 
Atlantic Treaty ar the Rio Pact. 

It would be quite unwise for us, in my opinion, to rely solely on our 
own strength. The most effective and least costly means of insuring 
the security of the United States is through collective security. Less 
than two years ago the Congress by passing the Mutual Defense 
Assistance Act and ratifying the North Atlantic Treaty, recognized 
this factor and formaliy endorsed the concept of collective security. 

This has seen its greatest realization in the development of the 
North Atlantic Treaty Organization. The other free nations of the 
world are receiving our assistance to organize their defenses. This is 
a project of self-interest for this country, of the highest and most 
pressing urgency. 

Our experience with the administration of military assistance to 
free nations since 1949 has been encouraging. The free world is 
stronger today because of such military assistance and the strength 
will grow. 

I am not implying that we have solved all problems of mutual! de- 
fense or that they will be solved completely in the next year, but I do 
believe that the results already attained justify further American in- 
vestment in a Mutual Security Program. 

I have stressed the word ‘‘mutual” because this must be basically a 
program of partnership. The nations that have been given assistance 
have joined with us in collective security measurements. 

They are raising, training, and organizing troops to support mutual! 
security. They lack certain items of military equipment that they 
cannot produce or cannot produce in time to meet planned mobili- 
zation schedules. 

Our assistance basically consists therefore in furnishing them with 
certain matériel and equipment and of heiping them to develop their 
own organization, training, and production facilities so that they can 
more readily take care of themselves. In other words, we propose to 
help them to help themselves. 

The extent of the mutual assistance already given the free nations 
since the enactment of the Mutual Defense Assistance program in 
1949 and through May 1951 has been significant. 

There has been shipped more than 1,400,000 measurement tons o! 
equipment, exclusive of aircraft and naval vessels delivered under their 
own power, as follows: 

Kight hundred and ninety thousand tons to the countries o/ 
Western Europe; 380,000 tons to the Middle East, and 160,000 tons 
to the Far East. The major items of equipment already transferred 
include more than 4,300 tanks and combat vehicles, 2,750 major 
artillery pieces, 18,000 general-purpose vehicles, 850 aircraft, and more 
than 175 naval vessels and small craft. 

Boxed and crated equipment included small arms, mortars, recoil- 
less rifles, bazookas, electronic equipmcat, and millions of rounds of 
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ammunition. This equipment is valued at more than one billion 
dollars. 

To insure proper use of the equipment and to provide a nucleus of 
instructors for improved training within their military establishments, 
our Armed Forces schools in this country and abroad are training, or 
have already graduated, as a part of the military assistance program, 
more than 12,000 foreign students. 

With the aid of the military items already furnished, the nations 
concerned have now laid the foundation for their more effective 
defense. There should be a continueus growth of real strength as 
deliveries of military equipment are increased. 

The campaign in Indochina offers an excellent example of the 
practical effect of such deliveries. In January, the Communist Viet 
\linh troops, equipped and trained by the Soviets and their satellites, 
were driving in full force against Hanoi, the capital of Tonkin. 

The timely arrival permitted the use by the Franco-Vietnamese 
troops of planes, artillery, and napalm bombs supplied under the 
Mutual Defense Assistance Program in halting the Communist 
attack less than 20 miles from its objective. Some of the equipment 
was landed in Indochina less than 2 weeks before the battle. 

While the courageous conduct of the French and Vietnam troops 
was responsible for this military success, the timely military aid may 
well have provided the needed margin for victory. 

That victory has served Vietnam as a tonic. Since then it has 
steadily increased its armed forces. It has greatly expanded its 
training program. It has pledged 55 percent of its revenue to national 
defense. 

While Vietnam is the most dramatic example of the impact of 
United States aid in stemming the aggressive aims of the Kremlin, the 
result of such support in Greece, Turkey, and the Philippines has 
been far reaching. 

A crucial test of the success of the Mutual Security Program must 
be met in Western Europe. Military assistance to these nations offers 
the best prospect for the success of our collective security efforts. 

The North Atlantic Treaty Organization has been in existence less 
than 2 years. The members have agreed to concentrate on the 
creation of balanced collective forces for the NATO area as a whole 
rather than attempt to build up in each country the forces deemed 
necessary for its own independent defense. 

The acceptance of this principle involving difficult and often un- 
popular departures from national traditions demonstrated a willing- 
ness to rely on others for tasks vital to a nation’s own defense. 

The North Atlantic Treaty Organization has recently improved the 
machinery of its operations. It has taken affirmative steps to mobilize 
defense efforts. The military committee, its standing group and 
subordinate command headquarters have been established and are 
operating. 

General Bradley, who represents the United States on the military 
committee, will discuss this subject with you. 

The recommendations of the military committee as to the forces to 
be provided by each member country have been approved by the 
Defense Ministers and received governmental agreement as the 
desired objective. 
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The Defense Ministers have recommended to their respective coun- 
tries the adoption of basic principles for effective training and mobili- 
zation procedures and measures for the maintenance of sufficient 
trained military manpower. The establishment of an integrated de- 
fense force has been approved and is in process of organization under 
the leadership of General Eisenhower. 

The organization of the military procurement and production of 
the NATO nations is being pressed so as to secure the maximum 
production at least cost and in the shortest time possible. 

All of the NATO countries (in Western Europe), except Iceland 
which has no army, have compulsory military service. Since the 
signing of the treaty, five have extended their training periods. 

All of them have tightened the conditions for exemption from mili- 
tary service. Since the receipt of equipment from the United States, 
the quality of training among all of them has improved. Morale has 
improved. The confidence and the determination of our treaty part- 
ners has grown considerably in the past year. An added sense of 
urgency has been developed among them. 

The United States has taken more positive steps to meet the dan- 
gers of our times than have the governments of Europe. I regret to 
report that some, for one reason or another, have not seemed to do 
all that they could do. They have their problems, of course, but so 
do we. I make this comment because we should not build up in any 
one country a false sense of security in the belief that present efforts 
are adequate. 

In the Near East, in response to request for aid, we have entered 
on a grant basis into bilateral mutual defense assistance agreements 
with Greece, Turkey and Iran. Improved conditions in Greece and 
Turkey today are in great measure the result of such assistance. 

We are continuing our mutual assistance to these three countries 
to enable them to maintain internal security and to increase their 
capability to resist external aggression. 

The maintenance of stable conditions in this area is just as im- 
portant as the development of military strength. Economic stability 
and military security taken together are the most dependable anti- 
dotes to communism. 

In Asia, we are proceeding along similar lines. In Formosa we are 
strengthening its military defenses and have increased both the size 
and the scope of our military assistance advisory group to that 
island. In Indochina and in the Philippine Islands our military 
assistance continues to support successfully operations against the 
spread and influence of aggressive communism. 

In the Western Hemisphere the need for cooperative defense has 
become increasingly clear to our American neighbors. Under existing 
legislation, we have been providing them with military equipment 
onareimbursable basis. We have assisted Canada in her rearmament 
program. We have also made considerable progress in the standardi- 
zation of equipment among the nations of the ‘\ estern Hemisphere. 

At their meeting in Washington earlier this year, the Foreign 
Ministers of the American Republics charged the Inter-American 
Defense Board with preparing as vigorously as possible the military 
planning for their common defense. 

That task is now being rapidly carried forward. To assure a more 
active role in the defense of the Western Hemisphere by the Latin 
American Republics a plan of grant aid will have to be undertaken. 
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The full program should associate the military and strategic re- 
sources of the other American Republics with those of the United 
States and assure the deliverv of essential strategic materials and 
the accomplishment of hemisphere defense tasks. 

I have dwelt largely upon the military assistance aspects of the 
Mutual Security Program. Now I wish to emphasize the great 
importance of its economic features. Under the Economic Coopera- 
tion Act of 1948 the free nations of the world have made a remarkable 
economic and spiritual recovery. 

Now when they are in a position to reap the advantages of their 
renaissance, they find themselves, just as we find ourselves, in a 
position where we must strain our economy to become sufficiently 
strong in a military way to deter, and if necessary to resist, aggression. 

The need for prompt rearmament and the importance of giving 
economic support to the defense of the free nations make it essential 
that economic assistance be continued by the United States. 

Economic aid in varving size for the individual nations will be 
required for the following general purposes: 

|. To support rearmament programs among nations which might 
become impoverished if they had to depend solely on themselves. 

2. To enable some nations to produce their own munitions, espe- 
cially in Europe where armament facilities can be adapted to produce 
modern equipment. Such production could relieve the United States 
ultimately of a continuing grant-aid program. 

3. To assist in the financing and building of civil facilities required 
to meet military plans, such as communications, airfields, and harbors. 

!. To strengthen the underdeveloped areas of extremely low 
standards of living, low standards of literacy, poor conditions of sani- 
tation and health and high death rates. There a large part of the 
world’s natural resources are found and there the Communists are 
irving to exploit the impoverished situation to their advantage. It 
is the tradition of the United States to aid the aspirations of people to 
improve their lot. This is the time when American self-interest and 
the welfare of the peoples in the underdeveloped areas become a 
common cause which can be advanced by a judicious distribution of 
our economic assistance. 

In urging these measures of foreign aid, the Defense Department is 
keenly aware of the cost involved and especially that this cost must 
be added to the funds required for the defense of this country and its 
interests Overseas. 

Foreign aid will represent about 15 percent of our total defense 
budget. We consider the investment necessary because we believe 
that it will strengthen the security of America and of the free nations. 

The duration of the military assistance program, must depend on 
future events. All things being equal, and I realize that things will 
not remain static, I feel that the requirement for funds for our Military 
Assistance Program will be at least the same level in fiscal year 1953 
and in fiscal year 1954 as is being requested for this fiscal year. 

Thereafter most of the European countries should be in full pro- 
duction, their initial rearmament well under way, with general finan- 
cial capabilities to maintain such a level of defense, so that their 
requirements for military end items from the United States can be sub- 
stantially reduced. 

The requirements of each of the nations participating in this 
Mutual Security Program have been examined carefully in the light 
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of our own plans and resources, and the capabilities of each nation 
to help itself. The program is designed to keep war from our shores, 
to discourage attack on ourselves and our friends, and to support 
the principles of freedom which are our heritage. 

In brief, I believe that the Mutual Security Program, which wil! 
be presented to you by other witnesses in more detail, should be 
authorized by the Congress of the United States. 

1 would like to add more informally, Mr. Chairman, an expression 
of my feeling that this program is integrated with our general program, 
specifically our recent budget request of the Congress for some 
$60,000,000,000. All of these matters have been considered together 
At the present time I consider the foreign aid program of major im- 
portance to be done as quickly as it can be managed. It has tre- 
mendous importance—tremendous significance—and a great psycho- 
logical influence on what happens in the world among our friends. 

Chairman Ricuarps. Thank you, Mr. Secretary. We will proceed 
under the 5-minute rule now. 

Concerning that last statement you made, I want to ask a question. 
You have a $60,000,000,000 budget for our own defense establishment 
at home. You have a request here of $8,500,000,000. Something 
over 6 million is for military aid, and over 2 billion for economic aid. 

You testified very forcefully to the effect that you feel that the 
passage of this legislation is necessary, and a wise step in the interest 
of the security of the United States. 

In your mind, Mr. Secretary, from the standpoint of security, 
how does this proposal compare with the $60,000,000,000 budget 
request in importance? Would you say they are equally important, 
or is one more important than the other? 

Secretary MarsHati. With respect to timing I think this is the 
more important at the moment. Certainly it is hard to say that they 
are on equal ground or not on equal ground. As a matter of fact, 
1 think this is the best answer I can give to your question: Both pro- 
grams are part and parcel of the general plan, and they could have 
been put in a one-budget approach to the Congress. That, however, 
would not have been a favorable method of having them considered, 
because there is so much difficulty in making clear the various issues 
involved, and just what portion was foreign aid, and what portion 
was the $60,000,000,000 program. They are all part and parcel of 
the same plan. 

The $60,000,000,000 program creates a reaction very specifically 
and naturally among the taxpayers. This bill does too, but $60,000.- 
00,000 is a much larger amount of money. 

This particular bill will create a very impressive reaction all over 
the world among our friends. It is exceedingly important that 
they have the earliest possible assurance that we are going ahead with 
the general build-up plans. This is a part of these plans, of which 
the $60,000,000,000 is a part. Jt is all, you might say, in the same 
fund because we are arming their men to fight in the common cause 
1 think we have to keep that in mind. The $60,000,000,000 bill is in 
part for arms for our men. This bill is for arms for their men. 

It certainly is common sense, I should think, that we carry out, 
or that we bring into useful employment, as much of the manpower 
of our allies as is practicable. That is greatly to our own advantag: 
that is, to the advantage of our own security, and it tremendous!) 
strengthens the situation of the free nations in the world. 
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All of that is involved in this, and further, I think you have to 
bear particularly in mind the tremendous psychological factor. Aside 
from the convenience of Congress in understanding the matter more 
clearly that would be one reason, for instance, to make this a separate 
bill. However, it might be lost if we would come in and ask for 
$66,200,000,000, or whatever the exact amount is, which would be the 
approximate Defense Department budget, if these two are not 
separated, but they are all part and parcel of the same plan. 

To put them into effect, the Congress has confirmed these age 
and our North Atlantic Pact procedure, and this is part of it. This 
enables us to go forward with that. That, I think ihn will 
concede, is of tremendous importance. 

There are feelings, and I stated it very specifically in my formal 
comments, that some of the nations are not going forward as rapidly 
as we think they should, but even there I think we should bear in 
mind we are dealing with nations that have been under the aggressor’s 
heel for years, and have had thew wrecked economy to recover, and 
their spirit and their courage to revive. Their picture ts quite different 
from ours in the human reactions. They have had great political 
complications, and I think gradually they have triumphed over all 
those difficulties. They are now at the crucial point, from which I 
think progress can be made far more rapidly than during the past 
year and three-quarters of organization. 

Chairman Ricuarps. Then, Mr. Secre tary, you feel from the stand- 
point of our own national defense that this proposal is just as important 
as the $60,000,000,000 budget proposal itself? 

Secretary MarsHauu. Yes, sir. It is part of the same plan. 

Chairman Ricuarps. Dr. Eaton. 

Mr. Eaton. Mr. Secretary, | take it that your testimony is based 
upon the fundamental conviction that the whole world is engaged in a 
struggle between freedom, on one side, led by the United States, and 
slavery on the other side, led by Russia. Is that correct? 

Secretary MArsHALL. Yes, sir. That is correct. 

Mr. Earon. There are only two possible ways for us to go, One 
is for us to continue to fight until we win, and the other is to surrender 
and become enslaved. Is that correct? 

Secretary MarsHauu. I am not trying to disagree with you, Dr. 
Eaton. 

Mr. Earon. Can we exist half slave? 

Secretary Marsnautyt. We would find our way of life completely 
changed. 

Mr. Eaton. Our what? 

Secretary MArsHALL. Our ways of life completely changed. 

Mr. Earon. I have said your testimony is based upon the fact 
that we are facing one of the most serious moments in our history and 
the history of our world. Is that right, sir? 

Secretary Marsa. I think it is one of the most critical periods of 
American history. 

Mr. Eaton. Yes. Thank you, Mr. Secretary. 

Chairman Ricnarps. Dr. Morgan. 

Mr. Morgan. Mr. Secretary, in the testimony of the Secretary of 
State it was brought out that the cost of this program in the next 3 
years would approximate over $25,000,000,000. Do you believe that 
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investment? 
Secretary MarsHauu. Yes, sir. I do. 


Mr. MoreGan. Mr. Secretary, do you believe the admittance of 


Greece, Turkey, and Spain to this program immediately would add to 
its strength? 

Secretary Marsuauv. [ think it would. Of course, Greece ani 
Turkey are recipient countries under this program. 

Mr. Morgan. That is all, Mr. Chairman. Thank you. 

Chairman RicHarps. Mrs. Bolton. 

Mrs. Boiron. Mr. Secretary, may I follow up Dr. Morgan’s ides 
a little? This is a tremendous expenditure of $60,000,000,000, and 
the sum involved in this particular bill is $8,500,000,000. 1 am won- 
dering upon what basis vou feel that the United States can stand tly 
impact of that sum upon its economic life, remembering always that 
there are many other expenditures that have to be met. 

Secretary Marsaauyi. Mrs. Bolton, I think the financial and eco- 
nomic factors are of the greatest importance to us. In one sense wi 
have not much choice. We are confronted by a situation. What 
are we going to do about it? Can our economy stand this further 
stretch? 

Now, it is specifically for this reason that I exerted my efforts over 
a long period of years in connection with universal military training, 
because I felt if we did not have some such system we could never 
have an enduring system of defense, for we would be wrecked finan- 
cially. So, my interest has been concentrated on so organizing our 
affairs in connection with our position in the world as to militar 
posture, that it could be maintained through a period of years without 
ruining us financially. 

Here we have a situation which, from my point of view, we cannot 
avoid. We have to do the best we can with it. What we have 
done is to conduct the most searching screenings abroad with thes 
people, and here at home, to cut down all of the nonessentials w: 
can locate, and in putting this in a form or in a manner that seeme: 
best adapted to our general interests and security. However, I will 
repeat again that we ‘have a limited choice unless we resign ourselves 
to a tragic situation. 

Mrs. Boiron. Do you feel that the country can take this truly 
terrible financial drain upon its resources. 

Secretary MarsHatu. [| feel it can take it, but I am quite certain 
it cannot take it indefinitely. That is one reason why when I was 
involved in the question of the European recovery program, [ fel! 
it must be put on a very definite basis of termination and no dou) 
about it. It has seemed to work out very wel! on that basis. I an 
told now—I am a very poor witness because I am not sufficient!) 
familiar with all of the factors—but I am told now that except for 
Greece and Italy and one other country, they can pretty well get along 
by themselves. 

Mrs. Boiron. Mr. Secretary, you spoke of cutting down on non- 
essentials. I think that is one of the phases of this whole program 
which troubles a great many of us. We would like to see a more rea- 
istic approach to economy within the defense groupings of the United 
States. We do not like to find that blankets, for instance, are being 
sold as surplus at $2, while new blankets and far better blankets that 
any of us bave in our homes, are being stipulated as necessary al 





the progress today of the NATO organization justifies this further 
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twenty-odd dollars apiece for the new army. Why cannot the old 
ones be used? 

One of the most responsible Members of the Congress told a group 
of us the other day that he has had the personal experienc? of seeing 
blankets being cut in two and then sewed together again by women 
employed for that purpose, so that they could be sold as surplus. 

It is matters of this kind, Mr. Secretary, which reduc? the confidence 
of the people in the whole defense planning. It is one of the reasons 
why some of the congressional group are determined on having cuts in 
the programs, because they feel that until the cut hurts, nothing will 
be definitely done about it. 

Secretary MARSHALL. I would say, Mrs. Bolton, that this is a case 
where you must be very careful vou are straight on both ends, that is, 
cause and effect, and particularly cause. You have expressed the 
term “Defense Department” two or three times. I do not think we 
are selling surplus property that has utility. 

\irs. Boiron. Some of us, of course, had experience with the throw- 
ing away of matériel at the end of the war that we verified through the 
Department. We saw the utter wastefulness of it, and the utter, utter 
lack of any understanding of what it is to use what one has. It has 
left us with a very bad taste in our mouths for many of the things 
which are appearing today. 

| mention this because I think it is exceedingly important that the 
Department of Defense become thoroughly aware of the attitude of the 
people of this country. They will not be willing to take on $66,000,- 
000,000 in that one item of expenditure alone unless they are certain 
that a great deal of it is not going down the drain or into the ocean, 
the way it did before. 

Secretary MarsHauu. I will add to what I have already said, Mrs. 
Bolton. I do not know how many committees we have that are 
inspecting all over the country, trying to find where they followed the 
old conventional pattern of using more people than are necessary in 
doing this or doing that. Of course, we get a great many letters 
calling our attention to alleged wastefulness, and we also receive a 
great many letters from Members of Congress calling our attention to 
such matters. Each of us—Mr. Lovett and myself—has put some- 
body on the trail to find out just exactly what the true conditions are. 
I would say that 1 time out of 10 we find something that needs to be 
corrected urgently. 

Mrs. Botron. The method of sale and the actual destruction of 
surplus goods has been a pretty bad business. 

Chairman Ricuarps. Mr. Battle. 

Mr. Barrie. Mr. Secretary, it is good to see you this morning. 
Before I start I would like to say that I appreciate your posing for a 
pleture with some of my good constituents and friends who are sitting 
in the back of the room. I hope I can get a copy of the picture. 

| have one question, Mr. Secretary. Do you think there is a good 
chance that Europe can successfully carry most of the burden for 
the common defense of that area, considering both manpower and 
production, within the next few vears? 

Secretary MarsHALu. Well, of course, the first question is just 
exactly what do you mean by “the next few years.” I have already 
stated that I think it will be advisable to recommend the appropri- 
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at that time, but I do feel we will have accomplished all of the basic 
preparation, and I would hope we will have been able to arrange 
things so that the provisions as to raw materials and matters of that 
sort will be taken care of. We will have put recipient countries 
generally into production along these lines, and that maintenance 
could be very quickly taken over by those countries and thereby relieve 
us of that charge. 

The eventual replacement of the major matériel that they probably 
would not be equipped to turn out will have to be considered at that 
time, but I should imagine we ought to get them into a condition 
where they can make that on a reimbursable and not a grant basis. 
It should be a phasing off. 

I am going ahead with the feeling that we should be able to carry 
that out pretty rapidly. Of course, there are a great many imponder- 
ables and the situation changes from time to time. I am convinced 
that we cannot go on with this business indefinitely. That cannot be 
done. I am as convinced of this just as I was convinced that we 
could not go on with the ECA indefinitely, and that will not have to 
be done. I hope this works out on that same basis. 

We are trying to consider the pros and cons very carefully and 
do it in such a manner in our agreements with them as to what we 
will do and what we will not do on the current supply basis, so that 
it will permit of the development of the situation along the lines I have 
indicated, 

Mr. Barrie. Is it true, Mr. Secretary, that there is a vast amount 
of manpower in Europe which will be available as soon as they can 
be equipped and supplied? 

Secretary Marsuaun. Yes, sir. 

Mr. Barrie. This should relieve our burdens along that line con- 
siderably? 

Secretary MarsHary. It will, I hope, very much. 

Mr. Barrie. Thank vou, Mr. Chairman. 

Chairman Ricuarps. Dr. Judd. 

Mr. Jupp. Mr. Secretary, when you were testifying before us 
about 3 years ago, on the plan which bears vour name, | asked vou this 
question, and I bring it up because of the current negotiations or 
prospective negotiations with various countries regarding a cease- 
fire in Korea. I said: 

If North China and Manchuria should be taken over and organized by the 
Communists, do you think our position in Korea will long be tenable? 

You left out the word “long” in your answer and said: 

It will not be tenable. 

Mv question now is, if there is a situation where we and the Com- 
munists, including the North Korean Communists, and the one million 
or so Chinese, cease fighting in Korea, but they still control Man- 
churia, do you think it is possible for Korea to be secure and inde- 
pendent? 

Secretary Marsnaty. Dr. Judd, I would say that to a considerable 
extent that is going to depend on our own state of power in the 
Pacific, and the status or military posture of the nations of the free 





fiscal years. I would feel that there could not be a sudden drop-off 
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world. That is all involved in it. Geographically, Korea presents 
a very weak spol for defense by us and the other nations concerned. 

Mr. Jupp. Or by itself. 

Secretary MarsuHartyi. Well, by itself too. But I think there has to 
be taken into consideration what the situation is if we are powerful 
in the world. At the time I made that statement | think we had one 
and one-third divisions in the United States; and Korea, in my 
opinion, under conditions like that, was utterly untenable. 

Mr. Jupp. If we are trying so hard to get out of Korea now, would 
you suggest we go back in 

Secretary MarsHauu. I am suggesting, Dr. Judd, that the chances 
of our having to go back in become very much more remote. 

Mr. Jupp. Do you think the prospects of our going back 

Secretary Marsnauu. I think, Dr. Judd, that a large part of the 
development of this Korean tragedy came from our weakness and the 
feeling in the world that we were weak and nothing would be done 
about it. From then on there came a great change in the attitude of 
the world, and our own position of strength, and that plays quite a 
part in the matter. 

Geographically, as I said, there is a great problem of defense, but our 
own position of strength and that of the free world has a decided influ- 
ence on What may or may not occur in Korea. 

When you consider the subversive side of it and matters of that 
sort, that is quite a different problem. 

Mr. Jupp. One of the reasons we are trying to get out of Korea and 
have been pursuing the Communists for months to try to get them to 
give us a chance to dicker with them is, I understand, in order to con- 
centrate our strength in Europe, which is considered more impor- 
tant. If when we have greater strength, we move it to Europe, is 
that going to have much influence on events in the Far East’ ? 

Secretary MarsHauu. I think vou have made a statement that a 
little overextends the situation. What we do not want to do is to 
commit ourselves on the continent of Asia any more than it is absolute- 
ly necessary that we should do. 

Mr. Jupp. That is right. 

Secretary Marsuatit. We are not talking about Japan at the 
present time, or places of that sort, but it is very unwise for us to have 
any serious commitments that may lead to greater commitments on 
the continent of Asia. 

Mr. Jupp. You know that I have agreed with you on that for more 
than 3 Vears, and opposed sending our land forces where they are how, 

What do you suppose the Communists in China are likely to be 
doing if they extricate themselves from their present difficulties in 
Korea? 

Secretary MaArsHauu. I think first they have to reorganize some 
armies pretty much from the ground up in order to recover some of the 
strength they had. I would hope they are going to have difficulties 
among their own people because of what has been suffered in this, 
although I realize their people learn very little about it except that 
their own intimate members of their families do not appear again, or 
do appear crippled. I think that while we need not expect an olive 
branch to be held out, we will be regarded with much more respectful 
consideration than we have heretofore. 
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Mr. Jupp. Do you not think that maybe one of the reasons they 
want to get out of Korea now, if they do, is so that they can reorganize 
their forces at home and also liquidate the increasing opposition there? 
Japan’s great mistake was in attacking us before she had liquidate: 
Chinese resistance in her rear. 

Secretary MaArsHALL. That would lead to the observation that we 
should not get out, and I do not agree with that at all. 

Mr. Jupp. Iam not trying to lead to that observation. I am trying 
to get your views because I know you must have considered all of the 
various alternatives and vou are a military expert and I am not. 

If the Communists get the opposition liquidated, as they probably 
could and would, and then a rebellion starts, say in Burma and they 
send a million Chinese “volunteers” into Burma, would you suggest 
that we organize a ‘police action’”’ in Burma or urge the United 
Nations to go into Burma, and we be back on the continent again? 
Or would you let them take it? 

Secretary MArsHALL. I would say at first they would be very 
hesitant to go into Burma, because they have had quite a lesson in 
Korea, and | think they would hesitate quite a bit before they would 
move into Burma, except by subversion and by methods of that kind. 

However, what I would recommend on that I would not state here 
publicly anyway. 

One of our.difficulties is we are telling everything in the world that 
we think and are going to do, and we learn nothing whatever about the 
other side. 

Mr. Jupp. And more often we tell what we are not going to do, 
which is even more dangerous. 

Chairman Ricuarps. The gentleman’s time has expired. 

Mr. Jupp. | will be back later. 

Chairman Ricwarps. Allright. Mr. Zablocki. 

Mr. Zasitocki. Thank you, Mr. Chairman. I have no questions 

Chairman Ricuarps. Mr. Fulton. 

Mr. Futron. I am glad to see you, Mr. Secretary. I am one of 
those who has been opposed to many of the policies of the Admin- 
istration, but I do respect you as a fellow patriot. I know you are 
doing the best you can for the United States. I am disassociating 
myself in my disagreements from people who are opposed to you in 
another fashion. 

I would like to ask vou about the fact that we need this military 
support abroad as well as the economic support that you had pre- 
viously recommended. We have 7 percent of the world’s population 
and we get a large part of the 65 strategic materials from abroad. 
Would you say it is necessary to the security of this country to have 
this program in order, first, to insure the defense of our shores; and, 
second, to insure that we have the sinews of defense, that is, the 
strategic materials? 

Secretary MArsHALL. 1 would say that is correct; but, of course, 
you have to consider along with that, the factor of maintaining our 
friends in a free world. The fact that the great technical skills are 
there, and the manufacturing facilities are there, particularly in the 
Ruhr district, must be considered, and the fact that the loss of them 
to the Soviet regime would put our position with respect. to matéric! 
factors as well as to population resources in a very sad way. So, 

all of those things are involved, definitely. I am glad you brought out 
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the point that the strategic materials and the certain facilities that 
we are hoping to create in those countries for our use are of immense 
importance to us. 

\ir. Futron. In respect to Korea, might I recall to you that the 
thirtv-eighth parallel happened to be an accident, because it was 
merely the method of taking over, as we all know, the adverse forces 
in North and South Korea. I wondered whether it would not be 
possible to disregard the talk of the thirty-eighth parallel if we are 
negotiating for a settlement and, rather, look at the best place where 
Korea might be held militarily and developed economically, and base 
our approach to it on that. 

There is no doubt, I believe, that the best line would be, for ex- 
ample, at Tokchon, Anju, and Hamhung. That is a line from the 
west to the east along the waist of Korea. If that is the case, then in 
the part we would be holding there would be all of the northern in- 
dustrial part of North Korea north of the thirty-eighth parallel, and 
in addition we would have a road across at the waist, running from 
east to west 

Now, on the other hand, if you take the thirty-eighth parallel and 
we retreat or move back from that, we then are left solely with the 
agricultural part of Korea that will not be able to support itself, 
because the industrial part will then be almost entirely in the North 
Korean part of it. The Communists hold that, and they will again 
subject to these pressures the thumbnail tip of Korea. 

As between the thirty-eighth parallel as a line of demarcation, and 
a line that might run along the waist, solely as a military matter, 
could you te Il us which would be the best to be held in the future for 

‘urity? 

Secretary MaArsHauu. I think your analysis of the situation is very 
interesting. I take no issue with it, but [ must sav that I do not feel 
| should discuss here in open session a matter of that kind, at this 
particular time especially. 

Mr. Futron. I will not discuss that further. The South Koreans 
have certain reserves which we were talking about training and help- 
ing, numbering, | think, in excess of 100,000 men. Those reserves 
have been now in large part released. Why was that done? Why 
could we not train those South Koreans to help defend their own 

uuntry and thereby relieve us of either asking for more troops from 
abroad or from supplying our own men? 

Secretary MarsHauu. [I would say in part when vou use the word 
“reserves,”’ that is a designation that was made politically in South 
Korea and does not quite fit the circumstances. That particular 
factor has been discussed, I think, quite frequently. So far as the 
military authorities are concerned on our side, it was felt to be both 
an impractical and unwise procedure. We were making every use we 
could of their people to the best effect that we could, it seemed, and 
| would not wish to state here in open session—— 

Chairman Ricwarps. Mr. Secretary, if you testify at all on that 
question, would you not rather testify in executive session? 

Secretary MarsHatu. That is what I was going to say. 

\Ir. Futron. I would be glad to have that done. 

Secretary MARSHALL. It would be very disadvantageous to go into 
frank statements regarding that, except to say that the terminology 
used was a political terminology that did not fit the military circum- 
stances. 








94 THE MUTUAL SECURITY PROGRAM 


Chairman Ricuarps. The time of the gentleman has expired. 
Mr. Ribicoff. 
Mr. Risicorr. Thank you, Mr. Chairman. I have no questions at 
this time. 

Chairman Ricuarps. Mr. Javits. 


Mr. Javirs. Mr. Secretary, we are very glad to have the privilege 


of getting your views and opinions again. I am going to ask you a 
question. If you feel you would rather not answer it on security) 
grounds, I know you will say so. 


I gather from what you said in response to Dr. Judd that one of 


the limitations upon our freedom of action as to whatever we thought 
we would like to do with respect to the Korean situation, was ow 
military inadequacy. 

Secretary Marsuaun. That is correct, sir. 


Mr. Javirs. Therefore it is intimated now that we and the other 


free peoples may begin soon to proceed in terms of international 
guaranties of the inviolability of territory, because we will be able to 
back it up? , 

Secretary Marsnauu. That is correct, sir. 

Mr. Javirs. The arguments that have been made about the fact 
that we have not gone to the seat of the difficulty, that is, those who 
were fomenting this aggression, has been attributable to the fact that 
we could not militarily back up that kind of a big stick. Is that not 
a fact? 

Secretary MarsHauu. That is a fact. 

Mr. Javirs. And as we get to the point where we can, we can deal 
more adequately with that situation? 

Secretary MaArsuaui. That is correct, sir. 

Mr. Javirs. Now, is the issue in this particular legislation, Mr 
Secretary, whether we do or do not want allies? 

Secretary MarsHauu. It amounts to that. 

Mr. Javirs. Is that the reason why the Secretary has said that this 
should be considered separately by the Foreign Affairs Committee 
this issue? It is true we are going to be shipping to a large extent 
military end items, and that they will be a part of our total military 
end item production, which includes the $60,000,000,000 appropria- 
tion; but it is a fact, however, we are putting these arms in the hands 
of people who are not United States troops and who are allies whom 
we must trust if we are going to arm them at all and that, therefore, 
that is a political and a diplomatic decision rather than a military 
decision? 

Secretary Marsuauv. Primarily, ves. 

Mr. Javirs. So that as I asked Secretary Acheson [ would like to 
ask vou, too: Is it not a fact that this is the pay-off vote on the big 
debate? In other words, we are asked to decide whether we are to 
go it alone or have allies, and the Mutual Security Program repre- 
sents saying that we want allies? 

Secretary MarsHauy. That is correct, sir. 

Mr. Javits. Would the Secretary care to make any statement 
through us here to the people as to the slackening off or the feeling 
that there might be a permissible slackening off in the whole defense 
mobilization effort in view of this talk of a truce in Korea? 
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Secretary MarsHaui. I am glad you asked that question because 
that is the most serious consideration that we have, or at least | have 
at the present time. I have gone through a great many of these 
slack offs. It seemed to me in the last war every time we won a 
suecess, beginning with Tunisia, | was in deep trouble back here on 
the question of civilian production, and things of that sort. It got 
worse and worse as we got on. This has had an immediate effect. 

I am informed a great many, or most of the selective service centers 
around the country, are receiving letters from the young men to find 
out whether now they should report or not. General Hershey’s 
oflice informs us they are getting a large number of the same sort of 
requests. In the Defense Department we are receiving letters from 
Reserve Officers under call who want to know whether now they 
should come forward. 

Aside from the tragedy of the casualties, Korea is an incident in 
the world picture, and the indications at the present time in my 
opinion are that we should make greater efforts than we have up to 
date. 

Mr. Javirs. Would the General care to assign any reason for that 
in addition to what we all know to be the general situation, as to why 
we should make greater efforts than we have? 

Secretary MarsHa.Lu. Because the build-up, as we gather it, is 
rather ominous. 

Mr. Javirs. That is, the build-up on the other side? 

Secretary MarsHauu. Yes, sir. 

Mr. Javirs. Make it more necessary for us, in more profound 
terms than Korea, to be even more prepared and vigilant. 

secretary MarsHaALu. Yes, sir; that is correct, sir. I was asked a 
question a few minutes ago that led to what was going to happen 
when the Chinese Communist volunteers were released trom Korea. 
One of the happenings I am worrying about is that we might relax as 
a result of this situation. That is the most serious consideration of 
all. How we meet that and how we meet that public reaction all 
of you can judge as well as I can, but it is very serious. 

As I say, aside from the tragedy of the casualties, Korea is an in- 
cident, and the world picture requires us not only to continue to build 
up our strength, but I think in some respects to increase the effort 

Chairman Ricuarps. The gentleman's time has expired. 

Mr. Burleson. 

Mr. Burteson. Mr. Chairman, may I ask what the plan is for 
proceeding? 

Chairman Ricuarps. I should state that. Mr. Secretary, we are 
going to have to stop these hearings here in about 20 or 30 minutes 
because we have a great deal of legislation on the floor. I will say 
that the clerk is keeping check on the time, so that we will have time 
enough to get there. 

Mr. Secretary, would you be available Monday at 10 o'clock? 

Secretary MARSHALL. Yes, sir. 

Chairman Ricuarps. Thank you very much. Was there any 
other question you W anted to ask? 

Mr. Burteson. No, Mr. Chairman. I will just try to be brief in 
my questioning. 

Chairman Ricuarps. Yes, sir. 
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Mr. Burueson. Mr. Secretary, at the bottom of page 3 of your 
statement, in the second sentence of the last paragraph you say: 

The members have agreed to concentrate on the creation of balanced collective 
forces for the NATO area as a whole rather than attempt to build up in each 
country the forces deemed necessary for its own independent defense. 

Now, Mr. Secretary, does that mean that the United States will 
give greater emphasis to one or possibly two branches of our serv- 
ices at the expense, let us say, of another? 

Secretary MarsHatu. I can illustrate. No. We have asked them 
to agree to build this up in a balanced manner not with respect to one 
country, but with respect to the whole. 

The best illustration I can give vou of that is this: I would like this 
to be off the record. 

Chairman Ricwarps. That will be off the record. 

(Discussion off the record.) 

Mr. Burteson. From there, General, we could probably go into a 
discussion of the airfields in Europe, which probably vou would not 
want to discuss in public hearings. If so, I shall reserve questions 
for executive sessions? 

Secretary Marswauti. That did not apply to that solution. For 
instance, we would not recommend to you that we appropriate mone 
for a stretegic bombing force for some nation in Western Europe 
when we have an adequate strategic bombing force to provide that 
defense or offense for all of them. So we do not want their mone) 
spent that way. At least, we would not contribute to that, and in tly 
general agreement which has been reached in the NATO discussions 
it has been to the effect that there be a common development here with: 
each one doing the part it could do best for the whole. That is 
difficult to arrange in a country, because each one wants a complete 
defense of its own, so you are asking them, in a sense, to surrender 
a sovereign right. 

Mr. Burveson. But as it affects our own set-up, we would also, as 
a member of the NATO set-up, be obligated to furnish a particular 
force which will not cover our entire forces. In other words, would wi 
not contribute a specialized force, whatever it may be? 

Secretary MarsHatui. Yes. We are committed along these various 
lines, but I am talking about our building up forces which had better 
be left to somebody else to look after. ‘That means they have to de- 
pend on somebody else to use those forces in their defense, and that is 
a very hard concession to obtain from any country. 

Mr. Burveson. In executive session with the general, Mr. Chair- 
man, I would like to have borne in mind that | would very much lik: 
to discuss this airfield situation in Europe. 

Some time ago, as you remember, General, 10 days or 2 weeks ago, 
there was a newspaper article intimating that we intended to surround 
the Soviet Union with airfields. I thought it was a most unfortunate 
bit of publicity. 

Secretary MArsHALL. I hope this is held in executive session, sir. 

Chairman Ricwarps. We will go into that a little later. 

Mr. Buriteson. May I ask this further question, Mr. Chairman? 

Chairman Ricuarps. You have one more minute. 

Mr. Burveson. At the bottom of page 4 you make reference to the 
Middle East, particularly Greece, Turkey, and Iran. Now, you 
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speak of the improved conditions in Greece and Turkey, and of course 
we can hardly say there are improved conditions in Lran. 

What do you think, Mr. Secretary, should be our view with reference 
to the aid included for Lran in this program? 

Secretary MarsHatu. We are making no change in our program 
at the present moment. This is an affair of the moment, and we hope 
it remains of the moment. We should not change every instant some- 
thing goes this way or that way. So we make no changes at the 
present time. 

\fr. BurLeson. But it would have to be flexible enough so that we 
could make those changes on short notice and upon immediate 
decisions? 

Secretary MarsHaLu. Oh, yes. But, to come to a decision at this 
instant would be premature. 

Mr. Burteson. Thank you very much, Mr. Secretary. Thank 
you, Mr. Chairman. 

* Chairman Ricwarps. Mr. Herter. 

Mr. Herrer. Mr. Chairman, | think the Secretary may want to 
correct one thing in his testimony as he presented it in written form 
here for the record, before it gets out too far. 

On page 4, in the middle of the page, you have a statement: 

\ll of the NATO countries, except Iceland which has no army, have compulsory 
military service. 

| think you forgot Canada is also a NATO country, and Canada 
has no compulsory military service. 

Secretary MArsHALL. Thank you very much. 

Mr. Herter. I thought you would want to correct that. 

Secretary MarsHautu. We could add ‘in Western Europe.”’ 

Mr. Herrer. On page 2 of vour testimony vou give certain figures 
with respect to the tonnages that have been delivered under the 
Mutual Defense Assistance Program to various sections of the world. 
| am wondering if you could tell us just how those tonnage figures 
were arrived at? I do not mean in detail at all, but what the mechanics 
are within our own Government with respect to the making of the 
determination as to the sending of these end items to various countries. 

In other words, does the process initiate in the Defense Department 
and then do you have to go through the National Security Council, 
or what exactly are the various steps that are gone through in deter- 
mining what end items should be sent to what countries? 

Secretary Marsuauy. The original calculations, of course, are made 
in the Defense Department. The general policy is one that is given 
confirmation in the National Security Council. Discussions then are 
held with the State Department as to the international implications 
of the procedure. Now we get down to the actual determination of 
What particular items should be included. 

Now, as a rule the Defense Department’s proposals have been 
preceded by examinations in the various countries, and we reach a 
conclusion as to how rapidly the unit can be organized, or will be 
organized to receive the aid, and matters of that character, which are 
outside of the purview of the State Department. 

Our policy is not deliver to until they have the unit ready to 
receive, if it is a unit matériel requirement. Therefore, we go into 
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the question of will they be authorized to create the unit and in what 
time will they bring it into being, and then what should be provided 
for it. 

Will vou add to that whatever is needed? 


STATEMENT OF MAJ. GEN. S. L. SCOTT, UNITED STATES ARMY, 
DIRECTOR, OFFICE OF MILITARY ASSISTANCE 


General Scorr. The basis of the program, of course, is established 
by the Joint Chiefs of Staff, and the allocation of the funds is set up 


-by the Joint Chiefs of Staff as to the amount for countries and the 


breakdown by the services. 

Based upon the requirements of the Joint Chiefs of Staff the sery- 
ices prepare the programs. The programs themselves are then imple- 
mented and shipped in accordance with the priorities established by 
the Joint Chiefs of Staff. 

Mr. Herrer. In effect then, the determination is made by the 
Defense Department in consultation with the other agencies of the 
Government from a political point of view, and from the point of 
view of preparations on the other side. However, the basic work 
all the way through remains within the Defense Department from 
the point of view of initiating the amounts that should go in making 
the final determination and in issuing final orders? 

General Scorr. The complete operating responsibility rests in 
Defense. 

Mr. Herrer. And the question as to whom you consult is really 
a matter of the inner structure of our own Government? 

General Scorr. That is correct. When it comes to deliveries—— 

Mr. Herter. But the full responsibility is within the Defense 
Department? 

General Scorr. Yes, sir. 

Mr. Hervrer. Thank you. 

Chairman Ricuarps. Mr. Secretary, we have about 5 minutes 
more, and I want to recognize a very fine Member of Congress who 
has been accused of riding to his office on a cloud every morning. 
If he gets up into the ethereal atmosphere, do not be surprised. Mr. 
Brooks Hays of Arkansas. 

Mr. Hays. Thank you, Mr. Chairman. With only 5 minutes left 
I have no opportunity for defense as to the cloud, but my feet are 
on the good earth this morning. I will reserve further comment on 
that for another time. 

Mr. Secretary, on page 4 you say: 

The United States has taken more positive steps to meet the dangers of our 
times than have the governments of Europe. 

Then: 

* * * some, for one reason or another, have not seemed to do all that they 
could do. 

I assume that you do not mention them because mentioning spe- 
cific nations would of itself tend to hold back the team spirit which 
General Eisenhower emphasizes. In other words, that is just one 0! 
the hazards of the way of life we are defending, is it not, to try to 
avoid recriminations, or tendencies to indict one of the team members’ 

Secretary MARSHALL. Yes, sir. 
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Mr. Hays. I would like to ask you, however, if in the private 
councils or in the executive sessions, rather, everything is being done 
to bring up the nations that have lagged? Can we assure our people 
that this is a major effort of NATO? 

Secretary MarsHauy. Very much so, and particularly at the present 
moment. 

Mr. Hays. Are there any official releases that would point up 
publicly the weak places? And does it become beneficial from the 
sti and point of the total effort to point to a specific lag? Are there any 
releases that point out where team members have lagged? 

Secretary Marsuati. I would not think so at the present time 
because really we are at t the turning point right now. We are just at 
the point, I think, where the organization will begin to pick up mo- 
mentum. My own opinion is that from now on we ought to gain 
speed rather rapidly, whereas up to now we have been movine very 
cumbersomely and very laboriously. When vou have a set-up such 

s this vou are at once involved in all sorts of complications of sover- 
igntv and jurisdictional points. It is a long, tedious affair, as you 
know, in our dealings here, in reaching agreements within our own 
Government. Of course, with all of these various governments 
nvolved, and particularly with those who have a large Communist 
vote, Which gives rise to much antagonistic animes and misleading 
statements, it is all very difficult. 

| think now we are on the verge of getting started forward. I 
think General Eisenhower's problem up to the present time has been 
exceedingly difficult. He has carried it forward, I think, in a wonder- 
ful fashion, but he needs all of our backing now, and I think we can 
give it to him in a sufficient manner. 

Mr. Hays. I have used this analogy. It is a good déal like a foot- 
ball game. When we are out on the field, with the talk we engage in 
being listened to by the rg ery team, we do not say much about the 
left end or the right tackle, but in the pep talks between halves—that 
is, our executive sessions—we speak of the weak places. 

Secretary MarsHauu. That is all very frankly done. 

Mr. Hays. And we can have that assurance in this? 

Secretary MarsHauu. Yes, I think you can. 

Mr. Hays. Thank you, Mr. Secretary. 

Chairman Ricuarps. For the record, I would like to say, Mr. See- 
retary, we have to go to the floor now. We are on the second roll call. 
However, we will be privileged to have you with us Monday morning 
it 10 o’cloek. 

The committee stands adjourned until Monday morning at 10 
o'clock. 

Whereupon, at 11:25 a. m. the committee adjourned until 10 a. m., 
Monday, July 2, 1951.) 
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MONDAY, JULY 2, 1951 


House or REPRESENTATIVES, 
COMMITTEE ON FOREIGN AFFAIRS, 
Washington, D. C. 
The committee met in the Ways and Means Committee Room, New 
House Office Building, at 10 a. m., Hon. James P. Richards (chairman) 
presiding. 
Chairman Ricuarps. The committee will come to order, please. 
The Foreign Affairs Committee is continuing hearings on the 
Mutual Security Program. We have with us again this morning the 
distinguished Secretary of Defense, who will continue and complete 
his appearance this morning. 
I believe Mr. Reece is the next member on the list. We will 
proceed with unlimited questioning this morning. Mr. Reece. 
Mr. Reece. General, what is the total amount of the proposed 
armed services budget, direct and indirect, including contract author- 
izations, Which has been submitted to Congress for 1951 and 1952? 


STATEMENT OF GEN. GEORGE C. MARSHALL, SECRETARY OF 
DEFENSE (continued) 


Secretary MarsHay. The total of what? 

Mr. Reece. I| will repeat the question. 

Chairman Ricuarps. Will the gentleman get a little closer to the 
microphone? 

Mr. Reece. What is the total amount of the proposed armed 
services budget, direct and indirect, including contract authoriza- 
tions, Which has been submitted to Congress for 1951 and 1952? 

Secretary Marsuauu. There is the $60 billion budget. There is 
the $6 billion and a fraction involved in this particular bill that we 
are talking about now. 

You would not include the Atomic Energy Commission’s- 

Mr. Reece. No; I do not have that in mind. 

Secretary MarsuHauu. I will have to delay answering that a little 
bit in order that I do not forget some item. 

There is a request for about $10 billion, I think, in facilities, instal- 
lations, airfields, and things of that sort, which is now under hearing 
before Congress. That would be a total of 60 plus 10, plus 6, or 76 
and a fraction billion. 

Mr. Reece. Do you know if there is any other contract authoriza- 
tions? : 

Secretary MarsHatu. No, sir. I would have to check up on that, 


| do not think there are. 
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Mr. Reece. On page 2 of your formal statement you enumerate 
the matériel which we have furnished under the mutual defense 
program. But the statement does not indicate what the NATO 
nations have done to support the mutual defense program. 

On April 4 the Senate passed Senate Resolution 99, asking the 
Defense Department to give a report to the Senate showing what 
rach of the NATO nations had contributed in both matériel and men. 

I presume a report has been made to the Senate. I do not know 
if it is public. [ am wondering if you can furnish us a copy of that 
report, 

Secretary Marsaauu. I do not think it has been published. I do 
not believe it has been made. 

Mr. Reece. Would it be feasible or proper to give us that infor- 
mation? 

Secretary Marsuauu. I should think so. I will have it checked; 
if such a report has been made, I will have a copy sent to your com- 
mittee, 

Mr. Reece. I should think it would be very material in connection 
with these questions that we are considering. 

Have not our casualties in all the joint actions in which we have 
engaged with the European nations been comparable to those of any 
other nation in World War I, World War IT, and in Korea, where we 
have had altogether, all types of casualties, some 150,000, and all of the 
other nations have had a relatively small number, some 10,000? 

T recall when lend-lease was proposed before World War IT, England 
said, “Give us arms and we will do the fighting.”” But it did not 
turn out that way. We did our share of the fighting and suffered our 
share of the casualties in both Europe and the Pacific. 

I am wondering just what you had in mind now, and if you would 
care to comment on the implications of the statement which you made? 

Secretary MarsHaLL. My comment, sir, was made with direct 
reference to this particular bill, which furnishes matériel to be used 
by the manpower of other countries. 

It was not intended as a general statement or to have general 
application. In answering the first part of vour question, as to 
whether our casualties were comparable to those of other countries, 
I should say in World War II, and particularly in Korea, they were 
not comparable for in a good many instances they have exceeded 
those of other countries. 

In the First World War, of course, we came in in the latter part of 
the struggle, after the Allies had suffered tremendous losses. And 
they continued to suffer very heavy losses because of the size of the 
forces they had engaged. Our losses, in proportion to our strength, 
were heavy, but in proportion to the whole, they were small. 

But my statement was in reference to this particular bill. We had 
been discussing the monetary phases, the costs, and I made the point 
that what we were doing in this specific bill was to provide the means 
for the armament of the men, the manpower, of our allies to fight. 

Under the NATO plans the European nations are contributing 
80 to 85 percent of the manpower for the defense of Europe. 

This bill relates very directly to that, because this is matériel of 
the character that they cannot readily produce.or cannot produce 
In time. 
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It is for that 85 percent that it is directed. 

\ir. Reece. Have the manpower allocations between the different 
NATO nations been made so that you can give an estimate of the 
manpower that each nation is expected to furnish in making up the 
60 divisions which have been referred to as possibly being required? 

Secretary MArsHauyu. I would not like to comment on that in 
open session, or really otherwise, because that is part of our general 

plan. 

We will say at this time that we have in the negotiations been 
endeavoring to have each nation make as large a contribution of 
manpower as it could manage financially and otherwise. 

Mr. Resece. It is not expected then that more than the six divisions 
of our forces will be required in Europe? 

Secretary Marswauu. There is no plan at the present time to in- 
crease that number on a peace basis. If we were involved in hostilities, 
then the issues at the moment will have to decide. 

\ir. Reece. One reason I asked that question is from the informa- 
tion I have—the information came in such a way that I could not 
make it public, and I would not think it advisable to do so—which 
indicated otherwise. 

I did not know the extent to which that had been discussed. What 
is the total amount which it is anticipated the United States will be 
required to furnish to meet the deficiencies of the NATO nations 
before they can become self-sustaining or before the program is 
completed? 

Secretary Marsuauu. I referred to that in my statement, which 
was to the effect that it could be anticipated that the amounts required 
in the fiscal vears 1953 and 1954 would be as large as those for the 
fiscal year 1952, which for the military factor alone is $6 billion and a 
fraction. 

Taking into account the additional economic requirements, it would 
bring the total to a little over $8 billion. 

Mr. Reece. Then you would anticipate that the burden on us— 
if we should refer to it as a “‘burden’’—would be somewhere around 
20 to 25 billion? 

Secretary MarsHawuu. In the end? 

Mr. Reece. In the end. 

Secretary MArsHALL. Yes, sir. I must qualify that expression, 
though, because beyond that period we have the problem of how 
rapidly we can decrease our contributions, to what extent the European 
countries will have been developed, particularly in production facilities 
so that the entire maintenance and replacement phases can be carried 
by them without depending on us. 

Mr. Reece. In your statement, General, you stated, and I com- 
pletely agree with you, that the economic stability and military 
security taken together are the most dependable antidotes to com- 
munism. 

| think you will agree that it is the policy of the Kremlin to achieve 
its objective first by using the technique of internal disruption, that 
is, of destroving the economic and social institutions of the country, 
and then if that fails, by resorting to external aggression when she 
thinks the time is ripe for it. 

Since it is recognized—and I think this is generally recognized—that 
the individual liberty, the economic strength and the productive ca- 
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pacity of the United States is the greatest deterrent to Russia in 
starting another global war, is it not one of the first policies of the 
Soviet Union to see to it that the United States dissipates its economic 
strength and impairs its productive capacity by extending beyond its 
ability and spreading itself thin all over the globe? 

I am wondering if the Defense Department has taken into accoun! 
the impact this whole program will have on the entire strength of the 
United States, that is, how far we can go without exhausting our 
economic resources to the point where Russia might feel that we are 
ripe for them by subversion or otherwise move in for the kill, so to 
speak? 

Secretary MarsHauu. I think the Defense Department has taken 
that into most careful and continuous consideration. 

I might call vour attention, or invite your attention, to the fact that 
last November and December I personally was under considerable 
attack for not asking for enough for our defense, and not viewing the 
situation as seriously as it, in their opinion, really was. 

That feeling was very general in Congress, I am assured by men 
up on the Hill that should know. That feeling was represented very 
largely in the press, particularly in the magazines, and carried to the 
point of demanding my retirement, because I did not realize to the 
full the seriousness of the situation. 

What I did see, sir, is just what vou are talking about, that it 
was mandatory that we have some plan that would not break our 
backs financially, to use the actual expression that I employed at the 
time, because that was one way the Kremlin could win its advantage, 
and possibly a permanent advantage, without actually going to war. 

That is the reason specifically that I pressed in every way I could, 
and am still so doing, the development of a procedure of universal! 
military training. 

I saw and see no other way in the word that we can have an enduring 
military posture without ruining us economically, which is one way 
to lose in this struggle against communism. 

So, I think the record proves that I am very much aware of the 
consideration you have just been talking about. I am deeply con- 
cerned that what we do is along the lines that we can maitain. 
We must have an organized system that will permit us to sustain 
an enduring program. Otherwise it will be a complete failure. 

Mr. Reece. Mr. Chairman, over the week end I took home a 
study that I found on my desk. I do not know by whom it was 
made. It is “restricted.”’ I do not think it is restricted in the 
sense that it is highly classified. 

But in going through this study relating to all the NATO nations, 
and some of the others that are closely associated with the NATO 
nations, I was impressed by one thing, the percentage of the budget 
of the national product of all these nations which was being used for 
defense. That ranged from 2 to 10 percent. 

I do not think any of them went over 10 percent, which is, of course, 
a very much smaller percentage of their national product than is our 
defense budget which for the fiscal years 1951 and 1952 is about 
25 percent of our national product. 

That is what I had in mind when I asked the earlier question about 
our total defense budget for 1951 and 1952, which, as I recall, would 
run a minimum of about $76 billion. 
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Has your Department estimated what percentage of the national 
product is embraced by this $76 billion? 

Secretary MarsHauu. Yes, sir; I think we have that data. I do 
not know if I have it immediately available here. The total security 
expenditures, including deliveries of military goods to our military 
forces and to our North Atlantic Treaty partners and foreign economic 
aid, are now running at an annual rate of about $30 billion, taking 
about 10 percent of our gross national product. By the end of this 
vear approximately 15 percent of our national output will be required 
for these programs, and the proportion may rise to a peak of nearly 
20 percent in the year 1952. 

During the next year or so it should be possible to cover approxi- 
mately two-thirds of the output going into security programs by in- 
creases in our total output. After the programs have reached their 
peak—presently contemplated to be in mid-1952—further increases 
n output would go to strengthen the civilian economy. 

\Mir. Reece. But our budget is about $76 billion for the armed 
services, excluding the atomic energy and the scientific work related 

that activitv. That would be a greater percentage than 15 percent, 
would it not? 

It would be just about 25 percent on any estimate of national 
product which I have seen. 

Secretary MarsHautyt. The difference here apparently between 
what I am saying and what you are stating is one between the actual 
expenditures and the other between the appropriations. 

The money is not spent immediately. Some expenditures lag over 
lor 2 vears. 

Reece. The figures of the NATO nations to which I referred, 
as | understand, were budget figures which would be comparable to 
our budget figure of some $76 billion. 

Secretary MaArsHALL. As to that, these other countries and their 
percentages, I think one has to keep clearly in mind that their situation, 
particularly those on the European Continent, that is excluding 
Kngland, is quite different from ours, in that they are recovering from 
a devastating experience, both as to personnel and as to their installa- 
tions of one kind or another tn their countries. 

Just as they are beginning to lift themselves out of that depression, 
th re is imposed on them the necessity for building up a very heavy 

uirge against their economies for purely military purposes 

So they are in quite a critical state. One of the members of vour 
| do not know if it was this Committee or the Armed Services Com- 
mittee, but it was a composite group that went over to Europe—made 
what | thought was a very pertinent comment and is illustrative of 
What I am talking about now. 

He was talking about a flat reduction in the standard of living in 
order to make up for the build-up in the NATO plan. 

He put it this way: It would be quite unfortunate to make a flat 
reduction, He said in the United States a 5-percent reduction largely 
meant you would not have quite as much money to spend for gadgets; 
with the Western European countries it probably meant the difference 
between white bread and black bread, which is quite a different matter. 

That illustrates a good bit of the problem we have. We have had 
to go into it very carefully with the ECA. Mr. Foster and his staff 
should be consulted for estimates as to just what burden those coun- 
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tries could carry without pushing them over the edge into economi: 
collapse, which would be most unfortunate. 

There is one group in the NATO organization, the Finance and 
Economic Board, of course, on which we are effectively represented 
which is studying continuously the problems of the financial sharing 
of the over-all burden. 

There you are involved in the factors that I just mentioned, an 
there are also involved the political questions which at times can b 
very serious, because of the large communistic groups in those coun- 
tries. Considerable delay has resulted from waiting for the French 
election to come to a head and be completed. That has overshad- 
owed a great deal of the build-up of the NATO organization. 

I think at the present time we are reaching the point where we can 
proceed much more rapidly than heretofore. 

I would like to refer again to this problem of economics and its 
effect on appropriations. It has been a matter of the deepest con- 
sideration in the Defense Department, and by me personally, to the 
point of my whole position being assailed, because in the opinion of 
a great many I was leaning too much toward matters of economics 
and not sufficiently along the line of a more rapid build-up of our 
military position. This bill represents a very important factor in 
that rapid build-up. 

Mr. Reece. | am speaking about conditions in the other countries 
I know too, as everyone is aware, that there has also been a very 
considerable change here in the last few years. As I understand it, 
the Defense Department, as Mrs. Bolton suggested the other day, is 
now paying $20 for a blanket which was obtained during World Wai 
II for $5 or less. 

Secretary MarsHauyi. Might I address myself to that right now? 

Mr. Reece. Yes. Surely. 

Secretary MarsHaun. I looked into that. It was largely a ques- 
tion of reminding myself of conditions. I find that there have been 
blankets made up by sewing pieces together, and I find they were thi 
end of the bolt, where there is not enough for a full blanket. Those 
pieced blankets have been sent to Greece. However, I was also 
reminded of the situation in which this whole problem developed. 
It was one of tremendous pressure by the people and by the Congress 
for rapidity of demobilization, which did not permit us properly to 
look after the supplies which were on hand. 

There was also great congressional pressure brought to bear, which 
I had forgotten, to release to the civilian market many of these sup- 
plies, like blankets, because there were shortages of all such items, al! 
of which went to or led up to the fact that tremendous quantities 
of supplies were completely abandoned in the jungles of the Pacific: 
and in this country they had to be disposed of as quickly as possible, 
because there was no one left to look after them. 

Blankets, for example, require storage and require protection 
against moths, and they require individuals to look after them. That 
was made impossible in this extremely hasty demobilization. 

I found out this morning from my assistant here, Colonel Beebe, 
who was then a general—we brought him back from the Southwes! 
Pacific to help in expediting the demobilization—and he reminded ny 
that he had to report to the War Department every night as to how 
fast they went through the procedure of individual discharges, in ordet 
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io meet the demands of the Congress for daily information. The dis- 
posal of surplus property under those conditions was one of the eon- 
siderations in my mind when I mentioned to Mrs. Bolton, that I 
thought one had to consider very carefully the cause when judging 
the effects. 

Mr. Reece. I did not have in mind in my queries the method of 
disposing of surplus property so much as I did in comparing what a 
blanket costs now and what it cost in World War II, showing that 
there has been a very great change in our economic situation here, 
and indicating that we have progressed a considerable way up the 
inflationary spiral. We may be reaching the point where the atmos- 
phere is pretty rare. 

It was stated by members of the Ways and Means Committee 
when presenting the last tax bill that some of the experts had said 
that this tax bill was scraping the bottom of the barrel and it was 
reaching into the last tax resources without going to a sales tax or 
manufacturers’ excise tax. 

[am one who feels the economic situation of this country is reaching 
a dangerous position and we may not be so very far from the precipice. 
As you stated, and as I think is generally accepted, our economic 
strength and its resulting productive capacity is the last bulwark, the 
last strong bulwark against communism so far as the free governments 
are concerned. 

Do you feel concerning these other NATO nations that “— are 
any of them that could not make available more than 2, or 3, or 5 per- 
cent of their national product for defense purposes under the « circum- 
stances, when we are doing such a very, very large share 

Secretary Marsuatu. We are making quite an effort to do just 
that at the present time, and an extra effort that has been developed 
during the last tew weeks. I have here a note to the effect that the 
average European defense budgets are 160 percent pre-Korea. 

Mr. Reece. What is your view as to whether Turkey, Greece, and 
Spain should be admitted to the NATO? 

Secretary MarsHauyi. | would like to see them in NATO. 

Mr, Reece. Another thing | was impressed by was the “Hg which 
was made which analyzed the situation in all the countries, but had 
nothing or no information whatever about Spain. Spain is one 
country that inherently seems to be against communism and when 
one needs help and is receiving a gift horse, the old saying is you do 
not look in his mouth. We are taking that same attitude with refer- 
ence to NATO and the Yugoslavian Government. 1 am not express- 
ing any disagreement with that, but Spain is occupying a very stra- 
tegic position geographically. It is composed of a citizenry that has 
demonstrated it has a will to fight. It has shown it is violently 
opposed to communism, both from an ideological viewpoint and a 
ligious view point. 

Do you not think we ought to find some way of utilizing the re- 
sources and the position of Spain in this effort? Of course, I realize 
their army may not be well equipped, and it would be necessary to 
modernize their army with a great deal of equipment. 1 wonder what 


your views are on that. 


Secretary Marsnauu. I have already stated I would like to see 
them taken into the NATO organization. This Government has not 
been opposed to that procedure. It has been a matter of the posi- 
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tion of our allies and their political setup which has presented a very 
serious difficulty. While the situation remains in that state it woul: 
be ill-advised to force the question of bringing them in because i: 
might actually upset certain governments. That would be a ver, 
serious matter. I[ think the affair is moving toward a solution, but 
the trouble has been political in other governments than ours. 

Mr. Reece. Now, Mr. Chairman, I have other questions here 
which I think are of such a nature that they should not be asked in an 
open meeting. If the general does not mind my handing these ques- 
tions to him [ would like to have them answered before we go into 
executive sessions. 

Chairman Ricuarps. The chairman will state that either the Secre- 
tary will be given an opportunity at executive session to answer those 
questions, or if it is satisfactory to you and the Secretary, if you will 
present them to him, he will furnish the answers to them. 

Mr. Reece. I would be very glad to. 

Chairman RicHarps. Mr. Secretary, would you mind furnishing 
those answers as if in executive session, to the gentleman from 
Tennessee? 

Secretary MARSHALL. Yes, sir. 

Chairman Ricuarps. Is that satisfactory, Mr. Reece? 

Mr. Reece. Quite so. I feel kind of a bond of svmpathy with vou 
General. After the people were kind enough to send me to Congress 
in the 1920 elections vou came to my office very soon after | took office, 
and as I recall vou had the grade of captain. Perhaps you were a 
major, but I believe vou were a captain. I have followed vour career 
since with a great deal of interest. A great deal of water has gone 
under the bridge since that time. 

I recall, Mr. Chairman, some people were unkind enough to say o! 
me then that I was too young to come to Congress and now they are 
unkind enough to say that I am too old. 

Chairman Ricwarps. The Chair does not agree with that last 
statement at all. 

Secretary MarsHauu. I suffer from the same complaint. 

Chairman RicHarps. It is unanimous then. Mrs. Kelly. 

Mrs. Ketity. Thank you, Mr. Chairman. 

Mr. Secretary, on the premise that assistance will be considered 
for the Yugoslav Government. There is great concern over the advis- 
ability of giving heavy arms in place of light arms to that country. 
This concern is based on a statement made recently that that coun- 
trv could be taken over by Russia at any moment. On that basis i! 
might be better to give them light arms in order that they could 
retreat to the hills. Could you tell us if there is any change in this 
condition from last year? 

Secretary MarsHauy. It would be very difficult for me to make an 
answer here in open session. 

Mrs. Ketiy. Oh, I am sorry, Mr. Secretary. 

Secretary MarsHatu. On a question as delicate as that, because 
we have been in negotiations with that Government. 

Mrs. Ketuiy. I am sorry, Mr. Secretary. 

Secretary MarsHauy. It would be under pretty difficult conditions, 
and I do not believe I could state an answer here. I would be hesitan| 
even in executive session. All of those matters have been taken 
under very careful consideration. 
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Mrs. Ketity. Thank you, Mr. Secretary. I have greater fear over 
the new, nationalistic, communistic governments like Yugoslavia than 
| have over the Russian-controlled governments. 

Secretary MarsHALL. You said you had greater fear? 

Mrs. Ketiy. Greater concern over this new surge of nationalistic. 
communistic governments that are arising throughout the world, for 
instance, to a degree in India, and the type of Tito control, and pos- 
sibly a combination of the Baltic States, than I have over this Russian- 
dominated communism. In the light of that, due to the patriotic 
feeling that the people have toward their main government, do vou 
think that we have that to look forward to in the future, or should 
discard it at this moment? 

Secretary MarsHALiL. Apparently vou find a great many trends in 
Europe, particularly along that line, certainly of a socialistic inclina- 
tion. The build-up of this particular development vou are speaking 
about is apparently a fact. How continuous that would be I do not 
hazard an estimate on at this time; and as to its general effect in 
comparison to the procedure of the Soviet regime in its effort toward 
world domimation, that involves intricate considerations. 

Whether or not it might in time be included, that is, that develop- 
ment be included in the Russian effort in the end, or whether it would 
break down this effort of world domination with one focus of power 
ia Moscow, I do not know. We have the difficulty of the French 
Government with a very heavy communistic vote. There is a con- 
siderable Communist vote in a good many other countries. All of 
which requires a gaze into the future that is a little bevond me at the 
moment. I would not want to hazard an opinion. 

Mrs. Ketty. Thank you, Mr. Secretary. 1 want to apologize for 
even asking military questions or military strategy. I believe in 
leaving them to you. 

Secretary MarsHALL. Thank you. 

Mrs. Ketty. Thank you. 

Chairman Ricuarps. Mrs. Bolton, 1 believe you wanted to ask a 
question. 

Mrs. Bovron. Thank you, Mr. Chairman. 

Mr. Secretary, you just said you had refreshed your mind on some 
of the earlier happenings, and | wondered if you would solve a ques- 
tion, or answer a question, which I have never been able to get actual 
factual information about. When an army is demobilized, who gives 
the orders, that is, the original orders for demobilization? Is that the 
Chiefs of Staff, is it the President, or from where does that order come? 

Secretary MarsHALL. It comes, of course, from the President, 
presumably. I am just trying to recall what the instructions were 
at the time. It was the expression of the President’s view in the 
matter that dominated, but the pressure as to rapidity and com- 
pleteness, I think, came from up here. 

Mrs. Botton. May I just suggest this, because I think in great 
fairness to the Members of the Congress that there are a great many of 
us who were entirely out of sympathy with that order. The first 
thing we knew was that it was done and men were being brought home. 
Then the pressure came, of course. When a man with so many points 
from one side of the street was home and another one with the same 
number from the other side was not, the question arose as to why was 
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he not home. Naturally, we inquired, and naturally we wanted 
to know on what basis this was being done. However, there were « 
very great many of us who felt and still feel that one of the worst 
things we have ever done to the world was the rapid demobilization 
of the strongest Army the world has ever seen. 

I cannot help but feel a little disturbed when at this time, now, the 
blame is put upon the Congress for it. The order was issued before we 
had a word to say about it. Am I incorrect in this? 

Secretary MarsHauu. I do not know how you could say you were 
surprised by this, because | remember personally | was called before 
Congress and | talked about an hour and a half covering the while 
situation. Then had officers explain every detail of the only system 
we could conceive of to handle the matter. 

Mes. Botron. But the order had been issued by the Executive. 

Secretary MarsHauv. In the first place, we had to discharge a cer- 
tain number of men—and you spoke of the point svstem——because 
they were not needed. 

Mrs. Boiron. All right. 

Secretary MarswauLyi. Will vou let me finish the answer.. please, 
Mrs. Bolton? 

Mrs. Bouton. Yes, indeed, General. 

Secretary MarsHauy. We were transferring troops from Europe to 
the Pacific, and we did not need all the men that we had in the ranks at 
that time. Therefore, some system had to be evolved which would 
determine how the discharges should take place. After studying all 
conceivable proposals that came forward, the point system was 
worked out. There may have been a better system, but nobody vet 
has ever demonstrated it to me. 

The reactions vou mentioned are natural reactions. If your boy 
does not come home and my boy does come home, that cannot be 
settled in an ordinary way, but we endeavored to find what was the 
best manner in which actually to do it. So the point system was 
developed and was explained in broadcasts, -_ in releases, and was 
explained by me personally and in my presence by the man who ~“ ad 
principal charge of it to all the Members of Congress who desired | 
attend. 

That presentation to the Congress was in a sense required of me -by 
the Members of Congress. I went through that procedure. 

Now, in the middle of that—and please keep this in mind—in the 
middle of that, before we had gotten well under way in this compli- 
cated transfer, which involved complete reorganization of the troops 
in Europe and the movements necessary to go out to the Pacifie, and 
the furloughs which were insisted upon by public demand for the men 
going to the Pacific, the Japanese surrendered. That reversed all our 
arrangements. The better the plans were for the transfer to the 
Pacific, the worse they were for the immediate problems of demobili- 
zation. The men in this country who had been moved out of Europe 
were the last ones who should have been discharged. Yet, they we: 
in this country and the other men were in the Pacific. The trans- 
portation facilities were limited, of course, in consideration of the 
vast numbers of people involved. 

So we then became involved in trying to handle a situation that we 
had not entirely foreseen, that is, that the Japanese would surrender 
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at the moment that they did. The shock of the atomic bombs had 
precipitated the surrender. 

As a result we had a confused, a very confused situation. We had 
the men in the Pacific now who were appealing for immediate release. 
Certain of their numbers who craved publicity took the stand and 
had a great deal to say of the rabble-rousing variety. This added to 
the confusion of the situation. 

Now, from then on the pressures were tremendous from Members 
of Congress. 

Mrs. Bouron. May I just interrupt to say I quite understand that 
part of it, but 1 am asking you about the original order. You said it 
was determined there was no further need for these men. By whom 
was that determined? 

Secretary MarsHautyi. That determination was developed by the 
War Department, and to the extent it related to the problem, by the 
Navy Department, although they had heavier demands in the Pacific; 
and that was approved by the administration. 

\Irs. Bolton. Exactly. That is what | want to bring out, because 
the most unfortunate thing that ever happened was that we were not 
able to speak with material strength to a country that understands 
nothing but power. 

Secretary MarsHa.tu. I do not think that applies, Mrs. Bolton, 
because the number of men we were letting out in proportion to the 
whole was not a very considerable number. 

Mrs. Bouron. How rapidly were the armies let out? As | remem- 
ber it, very rapidly. 

Secretary MarsHAuty. That extreme rapidity developed with the 
Japanese surrender. 

Mrs. Botron: But we had absolutely no conscience about leaving 
the whole matter open. 

Secretary Marusaty. We are leaving in Europe a considerable 
number of troops. : 

Mrs. Boron. Not enough to make any impression on the Kremlin. 

Secretary MARSHALL. Oh, ves. 

Mrs. Bouron. I fear 1 must disagree with vou, General. If we 
still had them we didn’t use them intelligently for the Russians walked 
nto one country after another. 

secretary MarsHauyu. Because the demobilization went ahead and 
appropriations were reduced. My last appearance 

\Irs. Botron. But we of the Congress did not order the demobiliza- 
tion. 

Secretary MaArsHaAuy. Well, as your appropriations decreased, your 
men decreased. 

Mrs. Botron. The Executive order did the demobilization, and 
that is all I wanted to bring out, Mr. Chairman. This has needed 
saving for a long time, Mr. Secretary. Inasmuch as you renewed this 
criticism of the Congress it seemed to me an important moment to 
clear the record once and for all and have it clearly stated that the 
Executive and not the Congress was responsible for the demobilization 
order, 

Chairman Ricuarps. The gentlewoman should allow the Secretary 
to answer a question. 
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Mrs. Boiron. I am sorry, Mr. Chairman, but I did not want the 
Secretary to repeat over and over the things he had already state 
of which we are all very aware. I wanted to save his time. 

Secretary Marsua.t. I will rest my case there, Mrs. Bolton. 

Mrs. Bouron. I am happy to rest mine there too. 

Chairman Ricuarps. Is that all? 

Mrs. Botron. Yes. That is all for now. 

Chairman Ricuarps. Mr. Secretary, I want to ask a question her 
but before doing so I want to make a statement for the record. 

In regard to your service to your country I want to say that there 
are few men who have filled so many positions of military and civ! 
responsibility, and few in positions of leadership who have accom- 
plished so much as you have for your country. I think that is gen- 
erally acknowledged, although you are getting some pretty hard 
knocks around here in some places now. 

Mrs. Botron. Mr. Chairman, could I echo that? 

Chairman Ricuarps. Yes. Certainly. The gentlewoman echoes 
that. 

Certainly not the least of your achievements is the plan that vou 
promoted for the welfare of this country, which was the so-called 
Marshall plan, which I think you proposed in early 1947. At. that 
time I remember distinctly when the fight came up in Congress that 
this committee was under the very able leadership of the distinguished 
gentleman from New Jersey who sits at my left. It was during a 
Republican Congress. He led this fight in this committee for the 
Marshall plan. 

Mr. Eaton. I hope the reporter will take that down. 

Chairman Ricuarps. I am just recapitulating a little there. The 
succeeding Democratic Congress carried that plan along. 

As I understood it, when the Marshall plan was first proposed it 
envisioned a 4-vear program. It was written in the original Economic 
Cooperation Act that in the opinion of Congress this plan should end 
on June 30, 1952. 

I will not elaborate upon the Marshall plan’s accomplishments. | 
think every thinking person, and everyone to whom I have talked, has 
admitted that if it had not been for the Marshall plan, Europe would 
probably be in Communist hands now. It cost a lot, but just think 
of what that would have cost the United States in the matter of the 
necessary build-up of our defenses in the face of a situation like that. 
When we get to talking about the money which it costs you have to 
speak from a comparative standpoint. 

Mr. Secretary, do you not think that there should be written into 
this act a termination date for economic aid to Europe at the end of 
this fiscal vear, that is, June 30, 1952? 

Secretary Marsnaty. That there should be written into this 
particular act a termination date for the ECA? 

Chairman Ricuarps. For the ECA, as such. 

Secretary MarsHA.u. As of July 1, 1952? 

Chairman Ricuarps. That is right. 

Secretary MarsHaLu. It would seem so to me. Of course, Mr. 
Foster could give you more detailed information than I could possibly 
give, because that involves a good many considerations. 

My understanding at the present time is that except for Italy and 
Greece, and possibly one other country, that it could be almost 
suspended now. 
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Now, what particular effect that would have on those two countries 
| mentioned and one other—lI think it is Austria—as to the termina- 
tion of it in the summer of 1952, | do not feel that I am sufficiently 
informed on that to reply. 

I felt all the time, and I said a great many times in speeches [ had 
to make while I was president of the Red Cross when I would be 
perpetually approached by the press in regard to this European 
recovery program, that I thought it should terminate as planned in 
1952. Lhave been ve ry much re lieved to find that as to most countries 
it seems it could be terminated practically now. The reduction 
merely to three countries [ think is quite a remarkable state of affairs. 

However, I would rather that Mr. Foster would give you the 
detailed report on what he thinks would happen in connection with 
those countries | have just mentioned. 

Chairman Ricuarps. Of course I know—and | think I brought it up 
the other day—I know when you come to talk about military aid 
and the economic production for military use to carry out this program 
you have a transitional stage that has to be worked-out. However, | 
think in view of the understanding of the Congress and of the people 
of the country, and as I understood it, the author of the Marshall plan’s 
expressed viewpoint when the plan was first inaugurated, I think this 
Congress should in good faith show that economic aid as such—and 
[ am not talking about aid as related to this military program—is 
terminated as of June 30, 1952. I believe it should be written in there. 

Secretary MarsHALL. | think that is probably the case, sir. 

Chairman Ricuarps. Are there any questions on this side? 

\Ir. Jupp. Yes, Mr. Chairman. 

Chairman Ricwarps. Dr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. 

General Marshall, you say that we ‘must give economic aid in 
varying sizes for the individual nations for various purposes.”’ The 
first one is ‘‘to support rearmament programs among nations which 
might become impoverished if they had to depend solely upon them- 
selves.” Do you think there is much danger of the United States 
becoming impoverished? 

Secretary MarsHauu. | think unless we have a very sound basis for 
our defensive arrangements that we could reach an economic crisis. 

Mr. Jupp. You admit, or, do you agree that there is a rather narrow 
aisle that we have to walk in between what is necessary for us to spend 
to provide for our defense and the line bevond which we dare not go 
without becoming impoverished? 

Secretary MarsHa cv. | think that is the case, but I would like to 
add to that what I have already said a number of times. The basis 
on Which we lay our military strength is the most important factor 
in relation to costs. IL am hoping now that we are working toward 
something that will put us in a reasonable position where we can 
maintain our state and not beggar ourselves economically. 

Mr. Jupp. Suppose that the country and the Congress felt that 
to avoid becoming impoverished this program had to be cut by, say, 
15 percent. If that were the case, and that will be governed not by 
what | believe here or what vou believe, but by what the majority 
believes, would you recommend that that 15 percent be taken totally 
rom this foreign-aid program, or totally from our own defense pro- 
gram, and the equipment and training of our own armed forces, or 
cut pro rata from both of them? 
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Secretary MarsHauu. I do not know about the pro rata part, bui 
I think both programs would have to be considered and specific items 
considered, rather than a flat, across-the-board cut. 

As I said the other day, this is part and parcel of our general plan. 

Mr. Jupp. Yes. There is no question about that. I want to ask 
vou this question: Do you think that this amount of money, 
$6,200,000,000, for example, can be spent during this coming fises! 
vear wisely? That is, has there been achieved a momentum whic) 
will permit us to spend wisely and to good advantage that amount 
of money in this country? 

Secretary MarsHauu. There has not been achieved at this moment 
the momentum, but I think we are going to secure that momentum 
in a very short time. 

Mr. Jupp. Within this coming fiscal vear? 

Secretary MarsHauyu. Yes. 1 think so. 

Mr. Jupp. You see, the difficulty comes from this: When the biil 
was before us 2 years ago it was said we had to appropriate almost 
a billion dollars right away, or everything would go to rack and ruin. 
Well, we appropriated it and now, 2 vears later, only half of it has 
been delivered. That kind of experience causes many people to 
wonder whether this is not bigger than we can wisely spend. 

What | am trying to get at is: Is this your irreducible minimum, or 
is this a padded figure, so that if there comes a cut you still will not 
be hurt? 

Secretary MaArsHauu. I will say that in no way is it a padded figure. 
It has been pared down as much as we felt it could be done, and stil! 
accomplish our purpose. 1 would like to make this observation. | 
got these figures on the rate of expenditures and the rate of commit- 
ments to contracts since | became the Secretary of Defense, and | 
immediately went into an investigation of why it took so long. | 
found in the first place it is a very complicated set-up by law. It 
took a great many preliminary arrangements under the terms of the 
law before vou could make the commitments. It took almost 6 
months to get at some of the factors concerned in the matter. It is 
not a simple business at all. 

Each country had to be taken by itself, and there had to be arrange- 
ments and agreements there, and reports back here, and a great many 
different things gone into before, under the terms of the law, we could 
make the contract. 

Now, I think we have gotten by that most complicated aspect of 
the matter, and I feel what we are going into is a practical proposition 
so far as this next fiscal vear, or the present fiscal vear is concerned, 
terminating next July. I feel that the commitments can be made. 
Of course, the expenditures will not be made in toto because they 
carry on for quite a considerable period of time, some of them 2 years. 
So that it is a practical proposition and a very necessary proposition. 

The previous delays, | think, were largely due to the extremely 
complicated requirements of the law, and our dealings with a great 
many different nations. 

Mr. Jupp. And it required a certain amount of months in the begin- 
ning to get the basic decisions before anything much could be spent 

Secretary Marswauy, | am not taking exception to the complica- 
tions of the law, because they were probably necessary as a beginning, 
but when the implication is made that we were so slow with that and 
we would be equally slow with this, I do not think that is the case. 
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Jupp. Another question that comes up is this: In all this pro- 
cram a training and building up the armed fore es for the defense of 
Europe, their target of arme id forces in being is on! v about half of what 
we as one nation are planning to have under arms. That is a little 
hard to explain. Their target is less than 2 million, and ours is 3! 
million. 

Secretary MaArsHAuu. The total, up to 1954, is 5 million on their 
side. Iwas trying to find out what the total! expectation is up to July 
1952. I think it is around 3 milli ion about 60 percent. 

Mir. Jupp. Are vou speaking of al! countries that are not under the 
Communists, or of the NATO countries? 

Secretary Marsnatt. NATO. 

Mr. Jupp. That is very different from the figures that were given us. 
If there is a difference of opinion on this point, probably it ought to be 
gone into In executive session, rather than here, because all of us who 
were in Europe got a different figure from that. 

That is one of the things about which we raised questions. We 
recognized our country’s obligations in other areas besides Europe, 
but why were we called upon to put almost twice as many men under 
arms as were all these nine Western European countries? Iceland has 
no army. 

I should like to have that checked into carefully, along with the 
firures that have been given us. 

Secretary MARSHALL. Suppose | make a report to the committee? 

Mr. Jupp. All right. 

I did not intend to say this, but I will. I want to associate myself 
with much of what Mrs. Bolton said, because it is not accurate for the 
general impression to go out that Congress was hammering at va 
administration to demobilize. There were many Members of Con- 
vress Who were not. I said the week after Hitler died that if we did 
not get firm commitments and settlements with the Soviet Union, 
and arrangements for taking care of any violation of those settlements, 
while we had 4 million men in Europe, I did not think we would ever 
be able to get them. 

[am willing to say right now, when the pressure is on again to 
cease fire in Korea under almost any terms in order to get American 
bovs home, that my concern is that we get American boys home under 
circumstances where they can stay home, and not where they come 
home and have to go right back again because there wasn’t a real 
settlement but only a chance for the enemy to start greater Pale 
elsewhere. That is what we opposed in 1945 and what we believe 
we foresee right now is likely to happen again. It is tough to have 
to say, Do not yield on an inadequate settlement, when it means 
American boys do not get home and may mean some lose their lives, 
but | believe we have to do it, when it is in the interest of our country 
and of their own ultimate security. Many Members of Congress, 
no matter how unpopular it is, will go down the line on that issue. 

Secretary Marsuauy. | agree with vou on that, Dr. Judd. 

Mr. Jupp. You have said, I understand, in hearings over in the 
other body, that vou felt it was essential to our security in the Pacific 
that Formosa not be taken over gs the Communists. 

Secretary MARSHALL. Yes, s 

Mr. Jupp. Now, suppose we de a cease fire in Korea. It ts 
advantageous to the Communists to get a cease fire because they 
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know once a cease fire occurs, our morale sags, as you spoke of th» 
other day, and there is the tendency to forget everything except to 
get the boys home. Now, what if the Communists say in the negotia- 
tions, ‘‘We have a temporary cease fire, but we cannot enter any 
agreement or make peace unless vou give us Formosa’? Do you 
think we should then go back to war again rather than let Formosa go” 

Secretary MarsHauyu. I think you brought up the cardinal poin: 
in the first part of your question. Assuming all these men are taken 
back to the United States and then we reach the decision. They ar 
to be over there while we are trying to reach the decision. 

Mr. Jupp.. Yes. I know they will be over there, but I remember 
the Nazi propaganda that was so effective with the French. “ Are 
you Frenchmen going to die for Danzig?” I remember when Japan 
was going south into Indochina, and some of us were trying to warn 
about what that meant to our security. There was a town down there 
called Dong Dang, and all the Communists here said,“ Are you going 
to send American boys over to fight and die for Dong Dang?” ‘Now 
the line will be, and I think it has already started, “Are you going to 
have American boys’ lives sacrificed for Formosa?” 

I tell you, I do not think we ought to underestimate the pressure 
that will develop. The Communists are gambling that once they can 
get the fighting stopped, we will surrender almost anything rather 
than resume it, even though we have our troops there in Korea. 

Secretary MarsHauu. Of course, the contrary to that is not to stop 
the fighting until we have everything settled. 

Mr. Jupp. Yes. I recognize that. 

Secretary MARSHALL. I agree with you as to the pressure. That 
will be very great and may be built up to a point that will be exceed- 
ingly hard to resist. I have lived through some of that so I bear some 
sear-flesh as a result of it. It is a very serious matter. 

I think the greatest factor toward our success in doing what we have 
set out to do is a display to the world of a determination to go through 
with our plans. That is one reason why I would like to see this legis- 
lation passed. I would like to see nothing done that would in any 
way seem to reduce our effort to build up our strength at the present 
time. I would rather be inclined to think we should make some 
motion to increase it further, though I dislike thinking of that in terms 
of budget. However, there should be no doubt whatever in the world’s 
mind that we are determined to be strong enough to stand up in this 
present crisis in the world’s history. 

How we would best go about that is a matter of judgment, of course. 
It is a matter of political reactions, but I think if we settle down to 
the consideration that we are all Americans and we are determined to 
see that this thing is done, on a very simple basis such as that w: 
can win through. 

Mr. Jupp. I agree with that. The key thing is determination. 
The Soviets have no illusions as to our strength. What they are 
gambling on is our softness or what they believe to be our softness. 
They do not underestimate our capacities. They are confident that 
they can confuse us with their usual techniques and make us fail ‘o 
see what are our essential interests, and appeal to our love of com- 
forts and our desire to be at home and at peace, which are all so com- 
mendable and understandable. 
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Another reason why I bring this up today is because you yourself 
have had more experience with cease fires with Communist forces than 
perhaps any other Caucasian in the world, because you were in China 
ee the Chinese Government under pressure agreed to cease fire 
at a time when it had an overwhelmingly advantageous position. 
The cease fire allowed the Communists to go into Manchuria, when it 
was in a position to block their going into Manchuria. Who came out 
on top at the end of the cease fires? Who gained more as a result of 
the cease fires? 

Secretary MarsHauu. Quite evidently the Communists did. 

Mr. Jupp. Is it not true that they had about 60 counties at the 
beginning? 

Secretary MarsHatyi. About 60 what? 

Mr. Jupp. Sixty hsien or counties, and at the end of the fourth 
cease fire they were in control of a little more than 300 counties. 
They expanded their area five-fold during these periods of cease fire. 

Secretary Marsuatu. I do not know what the exact figures are, 
but their expansion was a fact. 

Mr. Jupp. The fact that vou saw the disastrous results of what was 
done there in good faith should alert vou-—-I am sure it has alerted 
you—to the possible pitfalls and should be of great assistance to our 
Government in a moment like this to prevent our falling into the 
same kind of trap that the Chinese Government fell into. 

Secretary MarsHALu. There is more to be said about that. 

Mr. Jepp. I realize that. 

Secretary MArsHALL. Quite a bit more, Mr. Judd. <A lot of that 
would not have occurred if there had been more effective action by the 
Government itself. 

Mr. Jupp. That is right. 

Secretary Marswauy. I am not talking about the final collapse, 
but Tam talking about at those times. 

Mr. Jupp. But you recognize that the Communist objective was to 
exploit those weaknesses in the Government? 

Secretary MarsHauyu. There is no question but what they exploit 
weakness. 

Mr. Jupp. Surely the weaknesses were there. It was our job to 
assist with them, but the Communists were more successful in exploit- 
ing them than we in overcoming them and they managed to gain their 
objective. Now the same maneuver is occurring in Korea. Surely 
they have not given up their goal of world conquest, and their first 
objective is getting control of Asia. Therefore, their strategy is to 
try to exploit weaknesses on our side here at home and in Asia now, 
just as they successfully exploited weaknesses then in China. 

Secretary Marsuauu. I would say to that they had some difficulty 
in exploiting it because there has been a decided kick-back in this 
affair. Something was gone into quite obviously by Communist 
direction, and it did not work out as they intended. Now the question 
is how to settle that. 

Mr. Jupp. They are like a man sailing across a lake. He runs into 
a head wind. First he tacks this way, and then that way. They 
tacked this way first—the attack on Korea—and did not get across, 
but they have not given up. They are now tacking in another direc- 
tion with another tactic—cease fire—which they hope will be more 
successful. 
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Secretary Marsuauy. Another tactic or another tack? 

Mr. Jupp. Another tactic. 

Secretary MarsHauy. Or did you say another tack? Which was 
you said? I did not uaderstand. 

Mr. Jupp. It would be a new tack, which is a tactic. 

Secretary MarsHauu., ‘ Attack” is the word? 

Mr. Jupp. I said another tack—t-a-c-k—which you do when you 
are going across a lake in a sailboat against the wind. However, it 
was a tactic designed to achieve the same objective. They are still 
determined to get across the lake. I suspect there will shortly be 
another attack “by another means than the direct frontal attack by 
force that did not work out so well. Where they do not succeed 
by a direct assault, they will give it up if they think they can make 
more headway by an assault elsewhere or by a flanking movement of 
subversion or the psychological approach which has been their No. 
and most successful technique. 

Now, my last question: Do you believe that the independence of 
Asia is essential to the independence and security of Europe? 

Secretary MarsHatu. Certainly a Communist Asia with the vast 
numbers of people which would be involved would not be conducive 
to the build-up of strength under our conception of what the world 
should be. I do not think it would be fatal to the defense in Europe. 
1 think it would have an adverse effect in connection with the defense 
of Europe because it would release that much of Russian attention 
from the Pacific regions for free movement in the west of Eurepe. 

But your question covers pretty much all of the water front, Mr. 
Judd, and you could write a lengthly monograph in reply. 

Mr. Jupp. I realize that, but it is the key question, because there is 
no justification in arming ourselves and spending billions for Europe 
if failure to keep Asia independent will jeopardize it to the point of 
perhaps causing failure to the whole program. 

Secretary MarsuHatu. I said the other day | thought we should not 
become involved in fighting on the mainland of Asia, and that re- 
mains my view. I think that is the view of practically everybody, 
certainly in the Armed Forces, who has studied the question of 
availability and the spread of effort. So that would stand, in any 
event, as a point of view. 

Mr. Jupp. That is right. 

Secretary MarsHati. Now, you are approaching the thing from 
this angle. If you accept that as a fact or a reasonable estimate, then 
the question is how do you manage to prevent the subversion of all 
Asia in its conversion to communism? ‘That is something else in the 
way of the Soviet Government’s efforts. However, that would mean 
to me that the defense of Europe is really one question that should not 
be dimmed by our difficulties in the Pacific. 

Mr. Jupp. It should not be dimmed? 

Secretary MArsHALL. I mean, that we should not lessen our efforts 
for the defense of Western Europe because of the Pacific. 

Mr. Jupp. No. I agree with that, but I think we should do all the 
things that are necessary in order to succeed in Europe, and in my 
judgme nt finding means of keeping Asia out of the Communist fold 
is just as essential to Europe as it is to send divisions there. 

You say we do not want to get involved in land fighting in Asia, and 
I think I have urged that probably longer than any minor figure in our 
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country as far as I know. But if we do not succeed in getting the 
people of Asia to resist Communist expansion effectively, then we 
either have to intervene ourselves or let it go. Since we don’t want to 
intervene and cannot afford to let Asia go, there is only one conclusion: 
We must more resolutely and successfully and resourcefully find means 
by which we can help these people themselves to resist it. Is that 
not right? 

Secretary MarsHauu. I think that isright. However, I think there, 
from the military point of view, we have to consider very carefully 
the whole chain of islands that faces Asia. 

\(r. Jupp. That is right. 

Secretary MarsHautu. That is a very important factor in the 
strength of our position in the Pacific, and the final developments one 
wav or the other on the continent of eastern Asia. 

Mr. Jupp. But in view of China’s size and central location and 
the whole history of the Far East, do you think it is probable we will 
be able to keep Asia independent if the Communists succeed in getting 
their hold in China completely consolidated so that they are free to 
move in any direction out from China? 

Secretary MArsHALL. I think, of course, that would complicate the 
problem very greatly. It is one of tremendous difficulty in any event, 
even under the best conditions we can visualize at the present time. 

Mr. Jupp. Let me put it the other way. If we do not find means of 
helping those Chinese who are anti-Communists stop Communist 
expansion there, Where will we be able to stop it in Asia? How will 
we be able to stop it? At what cost will we be able to stop it? And 
with what will we be able to stop it?) That is the $64 question I am 
always troubled with. 

Secretary Marsnauu. That is one of the great problems in the free 
world today, Dr. Judd. 

Mr. Jupp. Because I do not want Americans fighting over there, 
but Tam just as sure as anything that if we do not sueceed in enabling 
Chinese to stop communism, then we will have to use Americans later 
at infinitely greater cost, and wreck our own defense program and the 
European program too. Therefore, the only alternative is that some- 
how we must find means of developing the resistance we know its 
there. The sentiment in China 2 years ago was for the Communists 
Now we know it is against the Communists. We must take advan- 
tage of that rebound. We have a few months before they cet the 
organized opposition liquidated. That may be a reason they want a 
cease-fire in Korea. With imagination we have to find a way to pre- 
vent that, because if we can loosen the Communist’s hold in China, 
and break the momentum: of their drive, and prove to the people of 
Asia that its victory is not inevitable, and show that it is not in- 
vincible, as we have done to a great extent in Korea already, there is 
a real chance we can break the immediate Communist threat in the 
whole world. Asia is the place where we can perhaps accomplish 
most for our whole world program with the least cost and risk to our- 
selves. 

The weakest spot in the Kremlin’s set-up today is the mainland of 
China, I believe. To me, attention to that is even more urgent than 
Western Europe at this particular moment. 

Mr. Reece. Will the gentleman yield? 

Mr. Jupp. I am glad to yield. 
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Mr. Rerce. You were on the subject of a cease fire. 1 know in 
many of these questions basic policy matters come into consideration, 
but it would seem that if there was ever a military matter, the question 
of a cease fire and the conditions under which a cease-fire order may 
be promulgated is a military matter. First, the safety of our Eight) 
Army is involved, as well as many other larger questions to which the 
gentleman has referred. It would be very gratifying to me certain] 
and I think to other people, if we had complete confidence that no 
action on the cease fire would be taken unless it met the judgment of 
the members of the Joint Chiefs of Staff, as well as General Ridgway 
and General Van Fleet. 

Secretary MarsHauu. | think that is the case, sir. 

Mr. Reece. I am not referring now to the final consent of the 
Joint Chiefs of Staff, but to their judgment. 

Secretary MarsHauv. It is being handled as a military problem. 

Mr. Reece. Thank you. 

Chairman Ricwarps. Does any gentleman on this side have any 
questions? 

Mr. Hays. Mr. Chairman. 

Chairman Ricnarps. Mr. Hays. 

Mr. Hays. General Marshall, 1 bring up a point not to indicate 
any doubt as to your position, because I think you made it clear in 
your main statement the other day—and I am quoting your language 
now 

The United States is taking more positive steps to meet the dangers of our times 
than have the governments of Europe. 

That can be stated as an objective judgment certainly, withou! 
creating irritations between us and our allies, but there are certain 
implications in questions that have been asked today that I think are 
not supported by the present policies of European governments. — | 
bring it out for that reason. 

I would like to have this confirmed. In spite of this generalization 
that I have just quoted, is it not true that in terms of sacrifice, in 
restricted food items, and in allocations of other necessities that 
impinge on living standards, the sacrifices of free Europe are still in 
excess of America, and would be if the full amount requested were 
voted? 

Secretary Marsuauu. I think that is correct, sir. The standard 
of living is very much the case. 

Mr. Hays. And that does become a factor in the decisions of other 
NATO countries as to their contribution because of political and par- 
liamentary situations that develop, and because there is a limit 
beyond which the most devoted government of Europe cannot go in 
asking sacrifices in the total defense. 

Secretary MarsHauu. That is correct, sir. I am in agreement with 
with you on that. 

Mr. Hays. Mr. Secretary, I have heard you quoted to the effect 
that on a certain date the Korean War had cost $34,000,000,000, and 
that $7,000,000,000 of that sum was attributable to increased costs 
since the Korean aggression began. 

Secretary MarsHa.u. I do not recall the first statement because 
one of the great difficulties we have had is trying to distinguish with 
any degree of accuracy for Congress the actual cost of the Korean 
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War, where we have to separate things that would have been involved 
anyway from those that took place bec ‘rause of the actual fighting in 
Korea. However, the $7,000,000,000 I did state, I recall that quite 
clearly. It was the amount of dollar value in purchases that we could 
not make because of the rise in prices after we had made our calcula- 
tions and secured the approval of Congress for the expenditures. 

Mr. Hays. So that the necessity for firm policies with reference to 
inflation continues, does it not? 

Secretary MARSHALL. Yes, sir. Very much so. 

\[r. Hays. I have one other question, Mr. Chairman. 

In spite of the Communist te iy 8 with reference to the United 
Nations and the assertions that the North Atlantic Pact is a departure 
from the United Nations, it is true, is it not, that every step we have 
taken and every step you urge upon the Congress now is in accordance 
with the spirit and the letter of the United Nations Charter? 

Secretary MarsHav. I think that is the case, sir. 

Mr. Hays. That is all. 

Chairman Ricuarps. Mr. Secretary, before calling on Mr. Herter 
| want to call the attention of the witness and his assistants, and also 
the public—of course the committee knows about it—to the fact that 
this committee has made a special study of the Strategy and Tactics 
of World Communism. That study was made under the leadership 
of Mrs. Bolton from Ohio, who was chairman of the subcommittee. 
| cannot recommend that too highly to people who do not under- 
stand the tactics of communism. That is House Document 619, 
Kightieth Congress. 

Mr. Herter. 

Mr. Herrer. Mr. Secretary, in connection with the draft of the 
bill that we have before us, which I understand is in tentative form, 
there are a number of things that are a little vague which are left in it. 
For instance, the overhead costs of the operation are not in any way 
stated. In fact, as the draft appears, the entire amount can be used 
for overhead. That is, the entire $8,200,000,000 can be used for 
overhead if those who are administering the program saw fit to use it 
all for overhead. 

1 am wondering if it is possible for vou to get figures from the 
Defense Department on the amount of overhead that you think would 
be required to service, let us say, the end-item program alone. 

Secretary MARSHALL. | think so, sir. 

Mr. Herter. Good. Then the second thing is transportation costs. 
There is no indication anywhere as to who pays transportation costs 
in connection with end items. For instance, on what you are sending 
to Indochina today, does the United States pay all the transportation 
costs, and the same with regard to Turkey, and the same with regard 
to other NATO countries? 

Secretary MARSHALL. I think that is the case, sir. 

Mr. Herter. Could the transportation costs of all those items be 
segregated likewise in general terms? 

Secretary MARSHALL. Yes, sir. 

Mr. Herrer. The third thing is, we have had some testimony 
overseas in respect to the great value of training a certain number of 
foreign military personnel in this country. There was, of course, no 
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reference to that anywhere in the document itself, but you must have 
made some calculations as to how much money you want to spend on 
that. 

Secretary Marsuatu. Yes, sir. That was done. I will have a 
report later. 

Mr. Herrer. Could you give that to us as a separate item? 

Secretary Marsuauu. Yes, sir. I will have that done. 

Mr. Herrer. I appreciate that very much. 

Chairman Ricuarps. Are there any other questions? 

Mr. Herrer. Mr. Chairman, I am wondering if the Secretary, 
while he is here, would be willing to say something about the value 
of the training of foreign military personnel in this country. It has 
not been touched on at all in any of the testimony, and [ think it 
might be desirable for you to give us your views for the record. | 
feel that is important. 

Secretary MarsHauu. It is not only important, but it is essential, 
and | think about 12,000 have either completed the training or are 
in the process of being trained at the present time. Is that not correct? 

General Scorr. Yes. 

Secretary MarsHauu. And that is a most important factor. It is 
not only a question of familiarizing them with the management 
and the functioning and also the upkeep of this material and these 
weapons, but it also goes into the practices that we think are more 
efficient in the organizational handling of the men. 

Of course, the more we have a common doctrine, the better off we 
are. The training of these men and bringing them into this country, 
and all, builds up indirectly that same common thought as to these 
various matters, and a better understanding of ourselves and of our 
methods. It isa very important factor and, as I say, it is an essential 
factor of this program. 

Mr. Herrer. Thank you. 

Chairman Ricuarps. Mr. Battle. 

Mr. Barrie. Thank you, Mr. Chairman. Mr. Secretary, we have 
pending before this committee, a bill that was passed unanimously by a 
subcommittee of which I happen to be chairman. It is a result of a 
study we made on east-west trade. Of course, the Congress, and the 
American people, and the Executive, and all of us, are very anxious 
to make sure that we do not do anything to build up the Communist 
war machines that in turn will kill our boys. 

General Eisenhower recently told us, on this visit that some of us 
made to Europe a couple of weeks ago, that we should be very careful 
in working out this complicated problem as it would not be sensible 
for us to cut off our nose to spite our face, so to speak, in cutting off 
all trade, because Western Europe is dependent on certain items, like 
coal, timber, grain, and so forth, that come from behind the iron 
curtain at the present time. 

You would agree, however, would you not, as I am sure General 
Eisenhower agrees that there must be some workable system of con- 
trols by the United States and by our allies on these strategic ship- 
ments behind the iron curtain? 

Secretary MarsHA.t. Yes, sir. I think that is the case. 

Mr. Barrie. At the present time we are operating under what we 
call the Kem amendment, which was attached as a rider to the third 
supplemental appropriation bill. As I understand the Kem amend- 
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ment, it is effective so far as the United States is concerned only when 
we are at war under the direction of the Security Council of the 
United Nations. I think most of us realize, and I believe that the 
Kremlin realizes, that they made a grave mistake when they boycotted 
the Security Council at the time the decision was made to go into 
Korea. 

In case war broke out in some area other than Korea, for instance 
Germany, is it safe or practical to have a policy on east-west trade 
that is based on the assumption that Russia would walk out of the 
Security Council again? Is it safe for us to depend on her not using 
the veto, knowing that the veto would prevent action by the United 
States under the Security Council of the United Nations. 

From my own point of view, and I am sure most of us agree, we 
cannot predict what Russia is going to do, so it seems like it is not 
safe to assume that Russia would walk out again and not use their 
veto. Would you agree with that? 

Secretary MarsHactye. That would seem to be the case with me. 


Mr. Barrie. Also the Kem amendment, as I understand it, seeks 
to cut off economic assistance to any benefactor nation which ships 
war materials behind the iron curtain. 

In the foreign-aid legislation pending before our committee at the 
present time I believe about 79 percent of the assistance deals with the 
militarv. In the future then, do you not think it would be practical 
and that we should include our military assistance as well as our eco- 
nomic assistance in any system controlling shipments behind the 
iron curtaim? 

Secretary MarsHaui. That would seem so to me. 

Mr. Barrie. Relative to the east-west trade problem, I have men- 
tioned the fact that Western Europe is dependent on Poland for coal. 
[ further understand that Poland is beginning to be a little more 
harsh in the terms of her trade agreements, demanding more in 
return, especially in the way of strategic materials. 

Would you not think it practicable from a military point of view 
to be thinking in terms of possible alternative sources of supplies, on 
such important items as coal, for which we are dependent at the 
present time on countries behind the iron curtain? 

Secretary MarsHauu. We are already thinking of that, sir. 

Mr. Barrie. That is all, Mr. Chairman. Thank you very much. 

Chairman Ricuarps. If there are no further “questions, the Chair 
wishes to state 

Mr. Reece. May I ask a brief question, Mr. Chairman? 

Chairman Ricuarps. Mr. Reece. 

Mr. Reece. What progress are you making on the standardization 
of arms? 

Secretary MarsHauu. On the standardization of arms? 

Mr. Reece. Yes. The standardization of arms. 

Secretary MarsHauu. It is a very slow job. We are making 
considerable progress. For instance, we are making considerable 
progress with Canada. Asa matter of fact, they have transferred part 
of their arms of British manufacture and their own local manufacture 
to one of the Western European countries, and are replacing it with 
arms that are purchased in this country. That makes quite an 
advance. 

In relation to Latin America, we are making small advances. 
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This procedure that is going on under this present program we are 
discussing here is bringing about an approach to that same question 
Of course, we are in a predicament where we cannot discard larg: 
numbers of weapons, but the replacements and the build-ups are along 
the lines of standardization. 

Mr. Reece. That is all. 

Chairman Ricuarps. Mr. Secretary, this will terminate you: 
testimony, as I understand it, in open session. You have been very 
patient and very frank, and the committee fully understands ther 
were some questions that you felt should be answered, if answered a‘ 
all, in executive session. 

If we should desire later to have you testify before this committee 
in executive session, we hope that you will be able to come. 

Secretary MarsHatv. At your desire, sir. 

Chairman Ricuarps. Thank you. 

The committee stands adjourned until tomorrow morning at 10 
o’clock. 

(Whereupon at 11:58 a. m. the committee adjourned until 10 a. m 
the following day, Tuesday, July 3, 1951.) 
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TUESDAY, JULY 3, 1951 


House oF REPRESENTATIVES, 
COMMITTEE ON FOREIGN AFFAIRS, 
Washington, D.C. 
The committee met in the Ways and Means Committee room, 1102 
House Office Building, at 10 a. m., the Hon. James P. Richards 
chairman) presiding. 
Chairman Ricnarps. The committee will come to order, please. 
We will continue hearings this morning on the Mutual Security 
Program. We are privileged to have with us this morning Mr. 
Harriman. 
\ir. Harriman, do you have a prepared statement? 
\ir. Harriman. Yes, sir, Mr. Chairman; | have a brief statement. 
Chairman Ricuarps. Will vou proceed, please. 


STATEMENT OF HON. W. AVERELL HARRIMAN, SPECIAL 
ASSISTANT TO THE PRESIDENT 


Mr. Harriman. Mr. Chairman, ladies and gentlemen of the com- 
mittee, | appreciate the opportunity to testify again before this com- 
mittee. I have a brief statement underlining the broader aspects of 
the Mutual Security Program which in my opinion make it a vital and 
integral part of our security policies. 

I first want to reiterate what I have said to vou before: that I 
still believe it is possible that another world war can be prevented, 
providing, and perhaps only providing, we give the essential inspiration 
and leadership to the free world, and that we act with wisdom and 
vigor, and, above al!, consistency of purpose. 

As the threat of Communist imperialism has unfolded, our country 
has supported unprecedented policies and programs which have been 
successful in thwarting in many areas the Kremlin’s aggressive 
designs. Your committee has played a notable role in developing 
and carrying through these policies and programs. 

I believe we are now in the acute phases of the struggle. The effort 
that our country will be required to make, including our own re- 
armament program and the program for mutual security, will be very 
great, particularly for the next 3 or 4 vears. 

If we carry out these programs effectively and are successful in 
preventing a general war, we can look forward to a tapering off of our 
domestic expenditures and a sharp reduction in our foreign assistance. 

The greatest part of our own effort and that of our allies will be 
to build the necessary military forces in being and trained reserves, and 
to produce equipment needed for both. When this build-up has been 
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completed, the annual cost will be very much reduced. Thus, our 
intensive efforts in the next few years will be in fact a capita! 
investment in security. 

The Kremlin respects nothing but strength. I believe firmly that 
when we and our allies are strong enough we will find an entirely 
different political situation in the world. 

Confidence will replace fear among the free countries. The Kremlin 
will find that it must adjust its policies, and the processes of disinte- 
gration may begin behind the iron curtain. 

To arrive at this situation, however, will require our carrying out 
all of the security programs that we are now planning—-the develop- 
ment of our own military strength, aid to help our friends and allies 
rearm, and an economic program for an expanding economy in the 
free world. 

There would be only disaster if we attempted to “go it alone 
Our associates can develop military forces exceeding our own in 
manpower, but these forces cannot be effectively equipped without 
our help. 

These nations have not the industrial capacity or the economi 
resources to produce in time all the weapons necessary for modern 
warfare. 

We must bear in mind that we produce industrially as much 
as the rest of the world put together, including the Soviet bloc. By 
a relatively small investment on our part to help arm other free 
nations, a vast addition to our own and to world security can be 
attained. ‘To me it is untenable that we should deny our own fighting 
men the benefit of well-equipped allies, should trouble come. 

The Kremlin has at its command in Russia and its satellites only a 
small fraction of the industrial capacity of North America and Western 
Europe. It has been estimated that the gross national product of 
Russia and her European satellites totals less than $100 billion. 

In spite of their pretensions for peace, the Kremlin rulers are forcing 
their enslaved populations to produce for military purposes at the 
expense of what we would consider essential civilian needs in a manne! 
utterly unthinkable in free countries. 

They are exploiting their European satellites by bringing down the 
standard of living of these unhappy peoples to that of Russia. They 
are increasing the military forces of these satellites and diverting 
output for Soviet use. 

If they had succeeded, as I believe they thought they could, in taking 
over continental Western Europe through subversion during the 
economic chaos of the early postwar vears, they would have more than 
doubled the industrial resources at their command. By applying the 
same system of exploitation to these countries, they could have 
developed military strength of staggering dimensions. We would at 
best have been forced into the total mobilization of a garrison state 
and, at worst, faced with an unmanageable situation. 

These designs were thwarted by the Marshall plan. And now 
through the North Atlantic Treaty we have vigorous allies who are 
working with us to develop and combine our mutual strength in a com- 
mon effort to make the free world unassailable against external aggres- 
sion as well as internal subversion. 

Had it not been for the new rearmament effort, the Marshall plan 
would have accomplished its purpose, in all but a few countries with 


pushed 








Nh Ae LM a Hil Pa ERR ER Ra 


4 
/¢ 
pr 
pC 
; i 
t 
5 
t { 
t 
xa 
. 
: 
a 
- 





put 


ta 











THE MUTUAL SECURITY PROGRAM 127 


special difficulties, within the 4 years as planned, and at a cost of 
several billion dollars less than originally estimated. 

Continued economic and technical assistance in Europe is now 
required on a much reduced basis to make possible the realization of its 
military potential, and at the same time to sustain a sound economic 
base from which increased total production can be developed. 

Military strength alone cannot win this basically ideological struggle . 
The only solid foundation on which to build security is economic 
development—a free-world expanding economy. 

Otherwise, we would be building on quicksand. An expanding 
economy is essential to bear the cost of adequate military forces for 
defense, and at the same time give hope to freemen for a better life. 

The industrial countries can increase their production if adequate 
raw materials are available. We in this country know that shortages 
of raw materials now limit our total production. The same is true 
in Europe. We must work together to increase production of essen- 
tial raw materials in the underdeveloped countries. This will have 
the double value of making it possible for the industrial countries to 
expand their economies, and at the same time improve conditions in 
the underdeveloped areas. 

But it is not enough only to expand raw-materials production in the 
underdeveloped areas. Their vast populations are engaged largely in 
agriculture. We must help them to increase their food production. 

I know you are familiar with what has already been accomplished 
with our help in some of these countries. The underdeveloped coun- 
tries need our technical assistance and capital under the broad con- 
cept of point 4. 

This country is the principal reservoir of capital in the world. It 
should be our policy to encourage as far as possible the flow of private 
capital to contribute to the needed developments. 

At the same time, investments must also be made through the 
World Bank and the Export-Import Bank in those projects which are 
not appropriate for private financing, such as improved transporta- 
tion, power, Irrigation, drainage, and so forth. I hope that the Con- 
gress will approve the recommendation for the addition of $1 billion 
to the lending authority of the Export-Import Bank. 

The Mutual Security Program includes some grant funds for 
economic development and technical assistance. The increased earn- 
ings of the countries producing raw materials makes it possible for 
them to finance a considerable part of their development needs. 

However, there is real need for the grants that have been requested, 
fo set in motion increased production and to help create conditions 
favorable to sound future international investment. It is planned 
that the administration of grants and of loans by the Export-Import 
Bank will be closely concerted to achieve the over-all objectives. 

The reports by Mr. Gordon Gray and by the International Develop- 
ment Advisory Board under the chairmanship of Mr. Nelson Rocke- 
feller have made a valuable contribution to our understanding of the 
problems of the underdeveloped countries and their interdependence 
with ourselves and the other industrial countries. These reports 
bring out clearly the dependence of our economy for its life and expan- 
sion on the development of other parts of the world. 

We are almost wholly dependent on imports from overseas for such 
raw materials as manganese, tin, natural rubber, chrome, asbestos, 
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cobalt, crucible graphite, industrial diamonds, hard fibers, and a 
number of other metals vital to military production. 

We also require very large imports of other basic metals, includiny 
copper, lead, zinc, tungsten, and uranium, as well as other products 
such as vegetable fats and oils, and wool. 

A part of this Mutual Security Program is directed toward expand 
ing raw-materials production abroad. The bulk of such expansion is 
to be privately financed, or promoted through Government loans an 
purchases for stockpiling or resale for military and other industria! 
production. 

Some of the development projects in this program, moreover, are 
for transportation and other purposes directly related to strategic- 
waterials development. In the underdeveloped areas generally the 
program is designed to help create political and economic conditions 
making possible expanded raw-materials production, and assuring 
their continuing availability. 

We cannot expect political stability under the conditions of misery 
that are so widespread. The false promises of communism have 
already made alarming inroads, and it is clearly essential that we 
help in showing that real improvement in economic conditions can 
only be obtained in a free society. This requires cooperative policies 
and actions on the part of all free nations. 

A danger which overhangs us all is that of inflation. Like an infee- 
tious disease, it spreads from country to country. We must not on!) 
combat inflation at home but work with other countries to combat it 
on an international basis. Inflation has already caused great diffi- 
culties in the rearmament effort of Western Europe as well as in our 
own. 

Perhaps the greatest danger of all is the danger of relaxation. Al- 
ready with the hope of an armistice in Korea there are those, in my 
earnest judgment, who are asking whether we cannot reduce our efforts 

Relaxation can only lead to disaster. I believe that the United 
Nations action in Korea has been a crucial step in preventing another 
world war. 

The main purpose of our greatly enlarged rearmament program, 
however, was not to fight the Korean War but to develop strength 
rapidly to prevent a world war, and to be prepared should it be forced 
upon us. If we were to relax now, the sacrifice of our men in Korea 
might have been made in vain. 

I believe that the Kremlin considers the attack on Korea as a major 
blunder. They expected to attain an easy victory, demoralize the 
United Nations, and discredit American leadership. 

Not only has this plan failed but the aggression in Korea has aroused 
our country and our allies to undertake greatly accelerated rearma- 
ment for defense. The Kremlin would like nothing better than to 
have us think that we can safely relax now while the Soviets continue 
to build their military strength. 

The Kremlin is convinced that free society cannot organize itself 
for survival, and that free nations cannot remain united. The 
Kremlin always seeks to divide the free countries, and we must be 
ever on our guard. 

This is the moment when the United States must take the lead in 

oing forward vigorously with all the security programs on which we 
Rave embarked. 
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I earnestly believe that we are today facing a supreme test—whether 
we are prepared to make the present-day efforts to assure our security 
and the continuing growth and vigor of a free society. 

Chairman Ricuarps. Thank you, Mr. Harriman. 

You stated in your testimony that we could not afford not to make 
this Investment proposed here. We have had an economic-aid pro- 
eram, the Marshall-plan program, that has been going on now for 
about 3 vears. According to the proponents of the measure and also 
the Congress itself, it is supposed to end officially at the end of June 
30, 1952. 

We have a military-aid program that should run at least 3 or 4 
years. 
~ Do you think at the end of that time the United States can get out 
of the picture and these people can stand alone? 

\Mir. Harriman. Well, the termination or the tapering off of the 

larshall plan and the beginning of the greatly enlarged NATO 
military program have greatly overlapped each other. Now, there 
are certain functions which have been done by the Europeans and by 
ourselves in working with them, which I think should continue during 
the period of intense military rearmament, which I understand has 
been estimated for the next 3 years. 

The economic organization of the Europeans, the OKEC, can make 
a valuable contribution in working together to break the bottlenecks 
of production ia Europe and to help the Europeans help each other 
in expanding their economies to take care of the added load they must 
carry in their iodustry. 

By the same token, a good many of the similar types of production 
negotiations we are engaged in in the conduct of the Marshall plan 
should continue in order to make it possible for us to work with them 
on the military program. 

In addition, our technical assistance should continue. 

We were helpful, as you remember, in stimulating increased produc- 
tivity in Europe, and both industry and labor now in Europe want our 
help to show how they can increase their productivity, which would 
make it possible to carry a heavier rearmament burden. Those 
functions, many of them, although they are directed in a different 
way, | believe should continue during the period of the rearmament 
effort. The form in which you do it is, of course, for others than me 
to decide. 

Chairman Ricuarps. Do you think, sir, that the military-aid part 
of this program is just as important to the defense of the United States 
as an authorization for the defense of our own forces here? 

Mr. Harriman. That is what I tried to bring out in my testimony, 
sir, and that is what I earnestly believe. 

Chairman Ricuarps. Thank you. 

Mr. Harriman. I believe for a relatively small sum, as I said, we 
can perhaps, if we have the time, double our security by giving aid to 
our associated countries, both those in Europe and adjacent thereto. 

Chairman Ricwarps. You think that taking into consideration the 
financial and economic condition of the United States and the danger 
of inflation here, that nevertheless this is a good investment? 

Mr. Harriman. I believe so; most earnestly so. 

Chairman Ricnarps. Thank you. 

Mrs. Bolton. 
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Mrs. Borron. It is delightful to have you before us again, 
Harriman. We always enjoy having you here. 
: Mr. Harriman. Thank you, Mrs. Bolton. 

Mrs. Boron. You just said that for a relatively small amount- 

Mr. Harriman. | meant relative to our own expenditures. 

Mrs. Bouron. Oh, I see. 

Mr. Harriman. | meant relatively to our own expenditures. 

Mrs. Boiron. Because  $8,000,000,000 looks pretty big, and 
$6 ,000,000,000 looks pretty large. 

Mr. Harriman. I meant relative to our own. I am glad to by 
corrected. 

Mrs. Bouron. You feel that this country can take the $66,000,000,- 
000 that is going to be required for our military and for foreign 
military equipment then? After all, vour knowledge of the country 
from a businessman’s angle has been considerable. 

Mr. Harriman. As you kaow, all of that $66,000,000,000 is not 
spent in | vear. A good part of it is for authorizatious that lap ove: 
into other years; but I certainly do. We have, of course, three times 
the gross national product per capita as Europe. We have industria 
capacity that is three times as great, and | believe that we can, and 
I also believe if we can get the raw materials and basie materials w: 
can expand our economy faster than would be the case without this 
program, so that ina few vears I think we can catch up with it an 
















carry what is needed. 

Of course, if we do not get into war, why, this will be a period oi 
intense effort for 2 or 3 years, and then a very sharp tapering off afte: 
we get the capiial equipment for the forces abroad and at home, an 
the trained men. 

Mrs. Botron. Would it seem to vou that in order to do it we woul 
have to curtail some of the altruistic programs on which we hay 
been spending a good deal of money for the past 20 years? 

Mr. Harriman. If you take altruism, 1 think, in its literal sens 
then | think we must continue the same programs, that is, the pro- 
grams which contribute to the security of the free world and, there- 
fore, our own security. The programs that are included in the recom- 
mendation are to develop political and economic stability in thos: 
areas of the world where we have a great strategic interest, not onl) 
because of geography, but because of the raw materials on which w 


















are depending. 

If we can learn any lesson from Iran it is that we must see that th 
people of the country where we want to get the benefit of their subso: 
wealth for our use—-that those people must also get a benefit and ge! 
a feeling that they are participating in the advantages that are coming 









to us. 
The sums requested are relatively small for the underdevelope 
. areas. It would require technical assistance for them, including publ 






administration; but I think you are familiar, so I will not go over 1 
again, with what has already been accomplished. These operations 
give promise for very real success in showing people how they cai 
improve their production and give them some hope for a better life 

Mrs. Botron. I am particularly happy to have you bring up the 
Iranian matter because we have had some discussion of it, and Mr 
Judd made a very fine statement yesterday and previous thereto 
relative to the fundamental problem that must be faced in Iran, 
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which you have just mentioned; namely, that the people have the 
right to more of their subsoil wealth, and that it is just that which 
they are fussing over. 

More than that, it even goes to the recognition of them as free 
people, as nationals with a right to a voice in the Iranian Oil Co., 
which they have so far not been able to have, and the recognition by 
the British and the rest of the world of their importance as individuals 
and as a general human problem. 

Mr. Harriman. | very much agree with vou. 

Mrs. Botron. That would be vour very clear understanding of it? 

Mr. Harriman. [| very much agree with you, Mrs. Bolton. 

\Irs. Botron. You spoke of the raw materials on page 2 of your 
written testimony. You said something about the fact that the indus- 
trial countries can increase their production if adequate raw materials 
are available. That is near the bottom of page 2. There has been 
recent comment that America has been taking all the raw materials, 
that there should be a pool of raw materials, and that there should 
be a way of distributing those fairly to produce the best over-all 
results. 

Has anything been done along that line at all? 

Mr. Harriman. Yes. There has been established international 
machinery which is now in operation. It is not quite a pool, but an 
analysis of the availabilities and the requirements of the different 
countries. Committees have been set up of producing countries and 
consuming countries, so that there can be a fair division of the raw 
materials: and, of course, | hope we are arriving at more reasonable 
prices In some cases. That is in operation now, and others can testify 
better than I can as to the details of these operations; but I believe 
that is a very important subject, because we want to see that everyone 
gets his fair share, if there is a deficit. On the other hand, we must 
work together, which I believe we are through ECA in Europe, and 
directly on our part in other countries, to increase the needed raw 
materials, so that we can expand industrial production here and in 
Kurope. 

It is only by an expanding economy that people in a free society 
will be able to carry this load. I tried to bring out the fact that under 
the Communist dictatorial state you can deprive people of everything 
and divert an enormous percentage of their gross national product to 
defense, which is what they are doing. 

When you think that we are fearful of Russia today with a gross 
national product of only $70,000,000,000 itself, and less than $100,- 
000,000,000 with the European satellites—one-fourth of our own—it 
shows we have a problem in a free society to expand production so 
that we can have a decent life, and at the same time divert enough of 
our production for defense. 

Mrs. Boiron. That, of course, is as you suggest dependent largely 
on the amount of raw materials that can be made available. 

Mr. Harriman. The raw material factor is today the limiting 
bottleneck. 

Mrs. Botron. We have just received from the printer this morning, 
Mr. Secretary, a staff memorandum, which we feel is going to be ex- 
ceedingly valuable, of the potential production of strategic materials 
by point 4 countries. It is just a little thing, but is full of exceedingly 
valuable material. I hope you will take one off in your pocket this 
morning. 
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Mr. Harriman. I have not had the opportunity to see it yet. | 
will study it. 

Mrs. Botton. We have only just received it this morning fron 
the printer. I hope you will take one, as you agree with me that 
raw materials are one of the very great factors in our entire mutual 
security program. 

Thank you, Mr. Chairman. My time must be up. 

Mr. Harriman. May I just say this: Of course, in Europe with 
lower productivity per workman there is an even greater opportunity 
to expand percentagewise productivity there, and that is why there 
is the great need for the continuation of our technical assistance. 

Mrs. Boron. Yes. 

Mr. Harriman. I found this time, when I was in Paris, even greater 
interest on the part of the European management and European labor 
than I did a year ago. It was rather difficult at the beginning to 
make them both understand the great value of increased produc tivity, 
but in the 3 years that we have “been working with them as a result 
of the teams that have come to this country, our industry men who 
work in the different countries told me there was a real interest and 
a real desire to absorb this information. They gave me some rather 
startling figures on what was done in certain individual cases without 
a very much larger investment, and I was very much impressed. 

Mrs. Boiron. You feel those teams coming over are a very valua)|; 
contribution? 

Mr. Harriman. Yes, and then a small number of Americans going 
in on a small basis from industry to industry in the different countries 
is something that is very important for us to continue. 

Mrs. Botton. Of course, the labor organizations are making a very 
fine contribution. 

Mr. Harriman. Our labor organizations have been very helpful i 
terms of education and in terms of helping the labor men that com: 
over here. As you know, it has been historically the idea in Europ 
that increased productivity was dangerous to employment, and th 
businessmen liked big profits on a small volume of business; whereas 
our concept of an expanding economy and expanding productivity 
is one which I think we have brought to Europe and is one of th 
values of the Marshall plan. Now we want to help them take advan- 
tage of the new opportunity that has been created. 

Mrs. Bourton. Thank vou very much, sir 

Chairman Ricuarps. Mr. Gordon. 

Mr. Gorpon. Thank you, Mr. Chairman. 

Mr. Ambassador, I am certainly glad to see you again. 

Mr. Harriman. Thank you, sir. 

Mr. Gorpon. Of course, I appreciate getting your views on this 
important Mutual Security Program. I have no questions at this 
time, Mr. Chairman. 

Chairman Ricwarps. Dr. Judd. 

Mr. Jupp. I have no questions at this time, Mr. Chairman. 

Chairman Ricwarps. Mr. Battle. 

Mr. Battie. I have no questions at this time, Mr. Chairman. 

Chairman Ricnarps. Mr. Herter. 

Mr. Herter. Mr. Harriman, throughout the testimony that has 
been given here the term ‘‘gross national product” has been used quite 
frequently as one of the yardsticks by which the relative effort o! 
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different nations has been measured. I think everybody gets a little 
confused in thinking that what gross national product means is gross 
national income.. | wonder for the record if you would be good 
enough to define what gross national product is. 

Mr. Harriman. As I understand it, gross national product is the 
total output of industry, agriculture, and services. National income 
is the income received by individuals. 

Is that a correct definition? Mr. Gordon, my economist, can per- 
haps correct me if my definition is not correct. 


STATEMENT OF LINCOLN GORDON, ECONOMIC ADVISER TO THE 
SPECIAL ASSISTANT TO THE PRESIDENT 


\Mr. Gorpon. The gross national product is most simply defined as 
the total value of “final products” produced in the Nation during a 
given period. By “final product” it is meant that those things are 
excluded which, though produced during the period, are used up in 
the further production of other goods and services. Thus the gross 
national product includes the total value of finished consumer goods 
and consumer services, finished machinery and equipment, construction 
and the goods acquired by and services consumed by the Government. 
It excludes such things as the steel that is used in producing auto- 
mobiles, the coal that is consumed in running factories, the grain that 
is fed to animals, and so forth, the values of these latter commodities 
being incorporated in the final value of finished goods. 

To the above should be added two qualifications. First, if there 
is a net increase in the value of all inventories and stocks on hand 
over the course of a period, this increase reflects production not 
entirely embodied in the value of finished commodities, and the value 
of that net increase is added into the calculations of gross national 
product; on the other hand, if there is a net decrease in inventories 
and stocks on hand, current production during the period is less than 
that represented by the output of finished goods and services, and 
the net decline in inventories is deducted in arriving at the gross 
national product. 

The second qualification has to do with durable zoods used in 
production, i. e., plant and equipment. The gross national product 
estimate makes no allowance for the depreciation of major plant and 
equipment. By analogy with the treatment of inventories, one would 
calculate the value of such equipment used up during the period and 
reduce the total production estimate accordingly. But, inasmuch as 
ihere is significantly greater flexibility in the replacement of equip- 
ment than in the replacement of inventories, and also because esti- 
mates of depreciation are inberently less objective than estimates of 
stocks of materials since they involve a judgment regarding dura- 
bility and obsolescence, attention is consequently given usually to 
ihe gross figure which makes no allowance for depreciation rather 
than to the net figure which would allow for the estimated deprecia- 
tion of durable plant and equipment. 

The value of gross national product necessarily depends on the 
length of the period over which output is measured. The same rate 
of activity for a year would yield four times the gross national product 
ofa quarter year. By convention the year is the standard accounting 
period, but we are often interested in the rate of production during 
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a shorter period than a year, in which case we may calculate the gros 
national product for a month or a quarter and multiply it by 12, 
4, as the case might be, to express it as an annual rate. 

The value of the gross national product is naturally very close); 
related to the value of incomes earned during the same period withiy 
the country, since it is the sale value of the Nation’s output from whie 
incomes are derived. Because of this fact it was fairly customary 
until recently, to use the terms “national product” and “nations 
income” almost svnonymously. 

With the great improvements in national accounting and statistics 
techniques of the last decade there has occurred a refinement of terms 
so that “gross national product,” ‘national income,” and “persona 
income” are rather precise terms as used in this country and refer t 
related but different concepts. The national income differs from thy 
the gross national product in two important respects: 

The national income reflects an allowance for estimated depre- 
ciation and depletion of capital equipment (both of private business 
and of Government assets), the effect of this difference being to mak: 
national income less than the gross national product. 

(2) Indirect taxes are subtracted from the gross national product i: 
arriving at the gross national income, indirect taxes having beer 
reflected in the values of the goods and services represented by thy 
gross national product. For the United States these two adjustments 
are currently equal to about $22,000,000,000 and $26,000,000,000 
respectively, and consequently make the national income about 15 
percent less than the gross national product. 

‘Personal income” represents a still different concept. This con- 
cept recognizes that income accruals and income receipts may differ 
notably in the case of corporate dividends compared with corporat 
earnings; the difference being the sum of direct taxes on corporations 
and net retained earnings. It also recognizes that certain payments 
by the Government to individuals are in the nature of income pay- 
ments, although, not arising out of the value of current production 
they are “income” in a slightly different sense. Among these ar 
transfer payments, such as pensions and social security benefits, as 
well as interest paid by the Government. Personal income conse- 
quently differs from national income by, principally, the deduction o! 
corporate profits and the addition of corporate dividends, and by th 
deduction of social security taxes and the addition of Government! 
transfer payments to individuals. 

These adjustments may lead to a personal income figure either 
higher or lower than national income, the general tendency being fo: 
a relatively high personal income figure compared with national 
income when the gross national product is low and unemployment 
benefits high and corporate earnings low in relation to dividends, and 
so forth, and vice versa. At the present time, personal income ts 
about 7 or 8 percent less than national income in this country. 

The percentage differences among these three statistical measures 
are not especially uniform among countries, depending as they do on 
the extent to which governments derive their revenues from direct or 
indirect taxes, the ratio of depreciation to total production, and, as 
between national income and prime income, depending on the re- 
lation of corporate to personal taxes, the savings practices of corpora- 
tions, and on whether social insurance benefits are derived from an 
especially identified system of social insurance taxes, and so forth. 
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It is generally considered preferable to use gross national product 
for international comparisons since this figure has a rather clearly 
defined physical meaning in terms of the total production of the econ- 
omy and depends relative ly less than the others do on institutional 
arrangements. However, for rough comparisons between, say, the 
United States and the European countries, the general order of magni- 
tude of the comparison is not greatly affected by using one rather than 
the other, inasmuch as differences between gross national product and 
national income may run from 10 to 20 percent, while the differences 
between the United States and the European countries on either basis 
are, per capita, from about 100 percent in the case of the United King- 
dom and Denmark to roughly 200 percent in the case of France and 
three or four hundred percent for some of the poorer countries. 

Mr. Harriman. Do you wish him to submit a technical report for 
the record? 

Mr. Herrer. We might as well get it clear, because the phrase ap- 
peared in your testimony and appears prior to this time, and is used 
quite frequently as a vardstick. I wondered if you would care to 
comment on the use of it as a yardstick. 

Mr. Harriman. | have used the term ‘‘national product’’ and got 
in the habit of doing it because | was rather convinced when | was 
Secretary of Commerce that it was the most reliable figure from a 
comparable standpoint of total national effort. 

Mr. Herrer. If you take the gross national product of the United 
States and take a percentage of that as being the effort we are making 
and relate it to a simiar situation, let us say, in France, you do not 
have really an entirely comparable situation, because vou start from 
a considerably lower standard of living in the French case than you 
do in the case of the United States; do vou not? 

Mr. Harriman. You mean as far as the military effort is concerned? 

Mr. Herrer. Yes. To use that as a single vardstick of relative 
effort. 

Mr. Harriman. It so happens that I think France is running 
fairly close to our actual expenditures. We must understand one 
thing, that in our budget as it comes to Congress are not only the 
expenditures, but the authorizations that are requested; whereas the 
French budget is an estimate of the actual expenditures. Therefore, 
in comparing the French budget we must compare it with the actual 
expenditures during the period under consideration, rather than the 
budget. 

Have | made myself clear 

In France today, as | understand it, they are running along between 
8 and 9 percent, or very close to 9 percent of their gross national 
product in their budgetary expenditures for military, and that is not 
lar off what we are now spending. The French expect to expand their 
military expenditures, but I believe when we come to a peak it is a 
fact we will be spending more, or a higher percentage of our gross na- 
tional product than is contemplated by the French, or that we would 
suggest the French should spend. 

Our gross national product is not the only factor, of course, to 
consider if we are considering relative effort. One is the fact that 
France has only about one-third of the gross national product per 
capita that we have, in addition to which they do not pay their troops 
anything like the salaries and wages we pay ours. Also, there are other 
factors that have to be given consideration. 
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Mr. Herrer. Very recently there has been a tendency to insist oy 
dollars-and-cents appropriations rather than contract authorizations 
as was the custom in the past. As a result, the budgetary figures 
get somewhat distorted from the point of view of expenditures in » 
given vear. 

Mr. Harriman. You are right. 

Mr. Herrer. On the other hand, you have a great many editoria! 
writers and others who take the expenditure figure and then talk 
about a pay-as-you-go tax operation based on those expenditur 
figures. It is a little confusing for Membeis of Congress to try to 
explain the thing today, because we are trying to go on a pay-as-you-yo 
basis, but the expenditures are not going to be anything like t\y 
appropriations that have been made. I think it is a very confusing 
picture not only from the point of view of a good many laymen 
a great many people who ought to know what the situation is, 

I am wondering whether, from the point of view of our procedures 
it would not be infinitely better to make estimates of expenditures and 
contract authorizations, and then try to adjust our tax burden in 
accordance with the expected expenditure, instead of the appro- 
priations, 

Mr. Harrman. This is outside of my immediate responsibilities, 
but when I was Secretary of Commerce I testified on the tax bill a: 
that time. As I understand it, the Treasury does submit the estimat; 
of expenditures that are going to be made during the current year 
and it proposes taxes on the basis of expenditures, to cover that, and 
not on the basis of appropriations. 

However, it is confusing to get across to people generally what tl 
difference is between the budget and the actual expenditures. 

Mr. Herrer. One confusing thing about trying to relate this 
pay-as-you-go procedure is that generally speaking nobody takes 
into consideration the excess under the social security program 
that is, of the intake over the outgo—so that quite frequently vou 
have a considerable margin there of excess taxes that do not appear 
in the ordinary tax picture at all. That ought to be figured in th 
over-all inflationary picture. 

Mr. Harriman. Three years ago I would have been able to discuss 
that with you. I have not made a study of the situation at the presen 
time, so T think I cannot help vou in that right now. 

Mr. Hrrrer. The only reason I raised the question is that it seems 
to me if we have to sit here and pass judgment on an over-all econom 
picture in the making of authorizations, we ought to have a prett) 
clear picture as to exactly where we are heading in our fiscal situation 

Mr. Harriman. Someone else than myself can give you an estimat: 
of what the actual expenditures will be during the next 12 months 1! 
these appropriations are made. I bave not got them, but it is obvious 
a considerable part of the military expenditures are long-lead items 
that will not be delivered until later fiscal vears. 

Mr. Herrer. Thank you. 

Chairman Ricuarps. Mr. Zablocki. 

Mr. Zasztockt. Thank you, Mr. Chairman. 

Mr. Harriman. How do you do, sir? 

Mr. Zasiockt. Good morning, Mr. Ambassador. I want to join 
my colleagues in welcoming you here. 
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In your statement and in answer to some of the questions vou have 
referred to a fear, saving that we are fearful. I would like to point 
my questions to that phase, because I] am sure that you do not intend 
to imply that our Nation and our present policies are laboring under 
anv fear. There are accusations that our present policies are due to 
fear: that we have either a fear of too much aid to our allies, or in 
sufficient aid, or that the Soviet is too strong for us. I am sure vou 
do not intend to imply we are fearful in that respect. 

We are cautious, but we do not fear the Kremlin. 

\ir. Harriman. When I was speaking about fear in the free world, 
| was speaking about those countries which are wide open to Soviet 
attack at the present time. I was not speaking of our own country, 
hut those countries that are quite close to the forces that are known 
to exist behind the iron curtain, and who have insufficient defense at 
the present time against possible aggression. 

\ir. Zantockt. Mr. Ambassador, to clarify it further, vou do not 
fear that’ our allies are weak or unwilling, or not able to cooperate 
with us in their global struggle; did you? 

\Ir. Harriman. No. I believe that our allies, or the governments 
of our allies who represent a majority of the people, are determined to 
vo forward and desirous of going forward, and are determined to go 
forward with the mutual security programs on which we are embarked 
at the present time. The will to fight has been shown by the troops 
that have fought in different parts of the world. There can be, in 
my judgment, no question about that. The will to fight comes from 
ieadership and comes from ability to fight, which means adequate 
equipment and adequate forces. 

| think so much has been said about France that I might point out 
that the French have fought gallantly, even though with very small 
forces, in Korea. They have something like 150,000 French troops in 
Indochina that have taken substantial losses and have shown no 
weakness in will to fight, and have been up to the highest tradition of 
the French military. 

Mr. Zasiocki. Mr. Ambassador, vou state: 

The Kremlin will find that it must adjust its policies and the processes of dis- 
integration may begin behind the iron curtain. 

On the basis of recent elections in Europe and developments in the 
Far East, how great or pronounced is the evidence of unrest and dis- 
integration of the Soviet influence today? 

Mr. Harriman. The surest evidence is that purges continue. 
Wherever you find purges they are an expression of the unrest that 
exists in the countries. We see even in the inadequate information 
that we get through the press very substantial purges that are going 
on in the satellite countries. 

My statement there, if I may amplify it a bit, relates to my belief 
that the Kremlin has maintained these very large forces in order to 
intumidate and to divide the free world, and to support her satellite 
military operations. 

If the free world is strong enough so that aggression cannot be suc- 
cessful, I believe that they will find that it will be necessary for them 
to reduce those expenditures. Although they can do what they are 
now doing—that is, force their people to exert most, or a large per- 
centage of their effort to the military—it does cause a lot of unrest 
within the country. 
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Now, when these policies prove to be unsuccessful, there will |, 
internal pressures which will, I believe, force some sort of a change 

I did explain that the Soviets were exploiting their"Eastern European 
satellies, and that has helped them maintain their military forces 
If they cannot expand there will be no further area they can exploi 
This exploiting business can only go on once and it will make it very 
much more difficult for them to maintain these large forces, and they 
may well have increasing difficulties behind the iron curtain. 

Now, we did see the defection of Tito, which, I believe, came fron 
the improvement of conditions that resulted from interim aid an 
the prospects of the Marshall plan. That type of movement, al] 
though it is not evident anywhere at the present time, can gai 
impetus if the free world is gaining in strength and determination 

In other words, it is really just a question of whether we belie, 
that free society is the vigorous society, or whether dietatorship 
has more vitalitv. I cannot believe that it can hold control of its 
people indefinitely. The process of disintegration has always in tly 
past begun, and [ think that will again begin. After all, they have 
been in control of Russia for 34 vears, and still it is a land of fea: 
The Kremlin fears the people and the people fear the Kremlin. — | 
do not believe you can go on forever under such a system. 

Mr. Zasiockt. Mr. Ambassador, on the past performance of ow 
allies and with the evidence of unrest, and taking into consideration 
vour last statement, it is most necessary and crucial then that we do 
not curtail our efforts as embodied in this Mutual Security Program 
we are now considering. Is that right? 

Mr. Harriman. I earnestly believe it would be a great mistake, 
and I believe it would encourage the Kremlin to pursue more aggres- 
sive policies if we were to relax, and it would encourage the people 
among our allies to relax. I know the political situation in othe 
countries is not far different from our own. There are people in othe: 
countries who do want to relax, just as there are in this country. | 
really do believe this. As I said, we are coming to a critical perio: 
of the struggle, and if we go forward and show the Kremlin and show 
our allies that we mean to carry forward with vigor, that today wil! 
be the turning point in the whole struggle. But, if we do relax thet 
other people will relax, and it will certainly encourage the Kremlu 
and it will be an invitation to further aggressive actions on their part 

Mr. Zasvocki. Thank vou, Mr. Chairman. 

Chairman Ricuarps. Mr. Reece. 

Mr. Reece. Mr. Harriman, do you think bringing Greece, Turkey, 
and Spain into the North Atlantic Treaty Organization would 
strengthen the position of the Organization and of the United States? 

Mr. Harriman. Yes. The bringing of Greece and Turkey into tly 
North Atlantic Organization is under consideration now. The ques- 
tion of Spain is also under consideration, and it will probably take a 
longer period of time, if it can be done. 

Mr. Reece. Recently I introduced a resolution, feeling that wa) 
mvself 

Mr. Harriman. What was that? 

Mr. Reece. Recently I introduced a resolution which indicated 1 
was the sense of Congress that these countries be invited to becom 
parties in the North Atlantic Treaty Organization. IT am wondering 
if the enactment of a resolution of that nature might strengthen the 
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hand of the administration in encouraging the invitation to be ex- 
iended by the other member countries? 

Mr. Harriman. I think those matters are being discussed with our 
allies, and I am not sure that it would be helpful at this time. That 
is a matter, of course, for Congress to decide. I think it ought to be 
done by negotiation with our allies and in-no sense an indication that 
we are going to try to pressurize them into doing something which 
they may or may not think is wise. 

Mr. Reece. The Congress passed a resolution expressing the atti- 
tude of Congress toward not admitting the Red Chinese to the Council 
eat. We understood the State Department felt the passing of this 
resolution would strengthen their hand in advancing that cause. 

Mr. Harriman. There is a difference, Mr. Reece, between Greece 
and Turkey, who are already members of the OFEC and a member 
of the Council of Europe, and Spain, which is not. There have been 
some very definite differences between Kuropean countries and Spain 
and also in our case. Ambassadors now have been appointed to 
Spain, and I think in the natural course of events the relations between 
Spain and other European countries may develop, particularly if the 
present Spanish Government moved in the direction of liberalizing 
their policy along democratic lines. 

| think one should differentiate between Greece and Turkey, and 
Spain, 

Mr. Reece. In the testimony of General Marshall vesterday it was 
developed that our armed services budget for this fiscal vear amounted 
to about $76,000,000,000. That would be about 25 percent of our 
national product. Is that approximately correct? 

Mr. Harriman. I did not read yvesterday’s testimony of General 
Marshall. I think the expenditures, as Mr. Herter brought out, are 
the figures to consider, rather than the appropriations. I cannot give 
you, and I do not know, the amount requested for authorization thai 
will be spent during the next fiscal vear. It would certainly be a 
lower figure. 

Mr. Reece. I did not ask you to confirm the defense budget. 1] 
tated that as a fact, that that was developed in the testimony of 
General Marshall yesterday. My question then was what percent of 
the national product would $76,000,000,000 be? 

Mr. Harriman. I may be wrong on this, but I understood some- 
thing like $50,000,000,000 is going to be spent, rather than the figure 
you mentioned, which is authorizations. 

Mr. Reece. I could not hear you. 

Mr. Harrman,. | sav, this may be wrong, but I understood a figure 
of approximately $50,000,000,000 was what was contemplated to be 
spent during the next fiscal vear, as against the figure which I] under- 
stood you used, which was for authorizations. So that I think one 
should use a figure of approximately $50,000,000,000 in considering 
the expenditures for next vear. 

Mr. Reece. In determining the relative effort by various countries 
the same figure should be included. In one case if we included the 
budget, then in all cases we should include the budget, should we not? 
That is, if the budget of the European countries ranged from 2 per- 
‘ent to 10 percent of their national product, then it is appropriate to 
reler to our defense budget, which is around $76,000,000,000, and 
Which is about 25 percent of our national product. 
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Mr. Harriman. I want to explain to you, as I did to Mr. Herter, 
that the Europeans’ budget is only for the expenditures and not the 
authorizations. Under their system the governments go ahead and 
make the authorizations themselves without the authority of the 
parliaments; whereas it is our custom to ask the Congress for the 
money that is going to be spent plus the authorizations. So that in 
comparing our figures we must use the figure of the expenditure as 
compared to the budgets of the European countries. Therefore, one 
should use a figure of roughly $50,000,000,000 as against what the 
Europeans would be planning to spend in the same period of time. 

As I said, France and Britain today, who are the largest countries 
the largest m gross national product—are spending, as I understand 
it, durmg the current year, something in the neighborhood of 8 to 9 
percent of their gross national product. Europe as a whole is spend- 
ing something less than 8 percent. They imtend to expand their 
expenditures. 

How far they can go has not yet-been fully clarified, but there is 
no doubt that we will go further in the percentage of gross national] 
product than the Europeans will, and in my opinion can, in terms of 
using this one vardstick of gross national product. In other words, 
I understand we will go up to 15, or 17, or 18, or maybe as high as 20 
percent, whereas the Europeans will not be able to go that high. 

Just how high they can go depends a good deal on factors such as 
the availabilitv of raw materials, and how much assistance we are 
ready to give them to supply food and raw materials to take the place 
of their exports which they are now using to buy the needed imports 

There are other factors, Mr. Reece, which one must consider in 
making the comparison of the gross national product on a per capita 
basis which, as I said, in Europe is only about one-third of this country. 

I am sure you would agree it would not be fair or possible for the 
people in the State of Tennessee, who have, as I understand it, roughly 
about half of the income of my State per capita—I think you would 
consider it impossible and certainly unfair to ask the people of Ten- 
nessee to pay the same percentage of their incomes as in my State. 
T would certainly think it was unfair. 

A similar situation exists in our relations with the European coun- 
tries when we are embarked upon a mutual effort. 

Mr. Reece. Well, I appreciate the comparison of the incomes of 
the people from Tennessee and those of the great Empire State. I 
am not thoroughly conversant with the amount of income that we 
contribute to the Federal Government, but we are contributing a very 
substantial part of it. 

Mr. Harriman. I did not mean in any way to speak about it in 
any sense of superiority on the part of New York State. It just 
happens to be that the people are engaged in different kinds of occu- 
pations that do not bring them in as much money. I hope some day 
there can be greater equalization of the incomes of the people all over 
the United States. 

I have great respect for the State of Tennessee and the great con- 
tribution they are making. I am only indicating that I would not 
think it would be fair to ask the people of Tennessee, with their 
present incomes, to pay as large a percentage of that income for 
defense as are the people of my State. 
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Part of it is the character of occupation, which in no sense reflects 
on the effort that the people of each of the two States make. 

Mr. Reece. | did not so interpret it, but I was afraid someone else 
might do so. 

Mr. Harriman. All right, sir. I just wanted to make that clear. 

Mr. Reece. There is just one other thing. In regard to the budget 

now, under the system of budgets used in the European countries, do 
they spend, or does each of those countries spend, their entire budget a 
year in the year for which the budget is made or estimated? 
’ Mr. Harriman. As to military expenditures in the countries I 
happen to have been studying, they are more apt to spend more than 
their budget shows, rather than less. That is in the case of France, 
which started off with a lower budgetary figure and will end the year 
by spending substantially more, and will get additional appropriations 
for that. 

Mr. Reece. But under our system here we make a budget for the 
year. All the money may not be spent, but the major percentage of 
the budget is obligated so that it is in the process of being spent. Is 
that not the purpose in setting up the budget, so that the money is 
available and the expenditures can be planned on the basis of the 
budget, although it is not expected that all of it will be spent in 1 year? 

Mr. Harriman. | think our system is a better system, but it so 
happens that it has been their custom in the European countries with 
which I am familiar only to ask their parliaments for the actual money 
they believe they are going to spend. The governments have taken 
on their own authority the responsibility for making the forward 
commitments. That is their system. I do not think it is as good 
as ours or at least as sound as ours, but that is the way they operate. 

Mr. Reece. Then those countries cannot make commitments 
bevond the vear in which the expenditure is completed? 

Mr. Harriman. No. They do. The executive branches of the 
governments, of course, do make those commitments, but they do 
not ask their parliaments’ approval of them until they are ready to 
spend the money. However, they do go forward just as we do in 
making the forward commitments. 

In the British case, when they asked for this vear’s military budget 
they have explained to their Parliament what the next 3 years’ 
budgets are likely to be. So that in a sense they have forewarned 
them as to what they will be, but they have not asked for a vote of 
the Parliament approving them. So that it is understood by the 
British Parliament when they ask for whatever the figure is for this 
current fiscal year, that the Parliament is on notice that they are making 
commitments which will run over into other vears. 

Mr. Reece. If vou will pardon me just a minute, I would like to 
vet back to this relative burden that we bear down in Tennessee to 
that which they bear up in New York, so as to clarify the situation. 

A man who is making $5,000 a vear in Tennessee contributes just 
as much to the support of the Federal Government as a man who is 
making $5,000 a vear in New York. 

Mr. Harriman. That is correct. 

Mr. Reece. So that a man in Tennessee, or any other State, con- 
tributes the same percentage of his income as does a citizen of New 
York who makes the same or has the same income. 
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Mr. Harriman. That is correct. 

Mr. Reece. The only difference is that New York has possibly a 
larger percentage of its people who have an extremely high income. 

Mr. Harriman. That is correct. 

Mr. Reece. Possibly some members of the firm with which vou 
were formerly associated, who may have salaries ranging into a few 
hundred thousand dollars—naturally, under our income-tax system 
they pay a larger percentage of their income than does a man in 
Tennessee who has an income of $10,000 or $15,000 a vear. So that 
after all, the burden falls equally on the citizens, regardless of th: 
State in which they live. 

Mr. Harrman. That is correct. 

Mr. Reece. That is all. 

Chairman Ricuarps. Mr. Hays. 

Mr. Hays. Mr. Harriman, since the world has no common currency, 
we might use man-hours to determine the contribution, might we 
not? 

Mr. Harriman. What is that? 

Mr. Hays. Since the world has no common currency and it is 
difficult to reduce it to money equations, could we not approach the 
problem that Mr. Reece has mentioned with the common denominator 
of one man working | hour? Certain criteria could be ultimately 
worked out to determine whether the contributions are commensurate. 
Among 1,000 workers, for example, you would have about the same 
number of men 30 vears of age, and the same number of men 50 vears 
of age. A person in France would be contributing in an hour’s time 
about what a person here would contribute, allowing, of course, for 
differences in technology. That would be one way to get at it. 

Mr. Harriman. It would be a fairly complicated one but, of course, 
that has been done in connection with the number of men that are 
going into the services, as compared to the population. It gets pretty 
complicated if vou do it on an individual basis, but there are all sorts 
of considerations that have to be taken into account. IT hope that 
there will be an explanation to you by other witnesses to show the 
kind of an effort that they are making, and the kind of an effort which 
it is believed for our part is a reasonable one to expect them to make 
on a comparable basis. 

It is awfully hard, sir, to get a real comparison because there are 
certain things which enter into it. Our industry being so much great- 
er on a per capita basis than the Europeans’, we have industrial 
capacities which can be converted to certain types of military produc- 
tion which do not exist in Europe and, therefore, the physical capacity 
to do things which is also involved. 

Mr. Hays. The idea back of it all, of course, is to get each of us to 
do our dead-level best. If a person’s dead-level best in one nation 
is short of the other nation’s dead-level best, at least we can all have 
the consolation of knowing we are contributing to a common cause. 
I think that is a fair statement to make. 

Mr. Harrman. That is a fair statement, and that is what I believe 
in time, with all of us working together, we will arrive at in a rough 
sort of a way. 

Mr. Hays. Mr. Harriman, I want to pursue a little further this 
problem of inflation growing out of the raw-materials program. | have 
the agures for the period from May 1950 preceding the Korean aggres- 
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sion, to January 1951, which is a 7-month period, showing that the 
price of tin increased 135 percent, antimony 171 percent, lead and 
zine 45 percent, and rubber 157 percent. There were some increases 
too in copper and tungsten and wool, although not as substantial as 
those other increases. 

I wonder what assurance you can give us that the economic and 
financial controls to arrest that trend are being invoked? 

Mr. Harriman. | do not recognize all of vour figures, sir. Some 
of them have gone down, vou know, since the figures, | think, that 
you have indicated, 

Mr. Hays. But in general. 

Mr. Harriman. Many of these prices are on the raw-material- 
producing countries that sell on the open market, and there is open 
competition for them as there has been in the United States before 
the controls were set in. Many of the European countries have 
controls in their own countries, but they do not control the countries 
that produce the raw-material prices. 

There are discussions, as I have said, going on between the producer 
and consuming countries. What that will lead to 1 cannot fully tell, 
but if the consuming countries act together, which I understand they 
are, in conserving some less essential use for a more essential use and 
reducing down the requirements, there will be less competition in the 
open markets and, therefore, a lowering of the prices down to a 
reasonable basis. , 

Also, if we can go together to increase our production of these raw 
materials, why, then, the market itself will naturally come down. 

There are certain countries that are cooperating. Certain countries 
are part of the North Atlantic Treaty, and other countries, of course, 
are not associated in the same way, and have not got the controls 
that the North Atlantic Treaty countries have. 

Mr. Hays. It seems to me that we need to emphasize a little more 
What is happening in these inflationary movements in the world as we 
discuss our own internal problem of inflation. It is very difficult to 
meet and unless there is imagination and leadership in it, we cannot 
whip that problem. 

Mr. Harriman. | certainly agree, sir, and | think we should take the 
lead in it. I hope the Congress will pass the control measures which 
are requested. We are such an enormous part of the world economy 
that our own actions can tend to help all around; but, of course, we 
must ask other countries insofar as we are able to, to follow similar 
practices. 

I think by and large most of the European countries have within 
their own countries, but in the other countries outside, why, there 
are not the controls established, and it is not always easy to get them 
to act. It is not always easy to get action on the part of our own 
country in controlling certain prices. 

Mr. Hays. It is related to this other problem that has been referred 
to. It is a condition that the Communists exploit. Yow get an 
inflated income in an area that is producing raw materials, but that 
income is not equitably distributed, and then the extremes of income 
that the Communists immediately seize on show up. 

Mr. Harriman. You are absolutely right, sir. We should use all 
of our influences and pressures to see that the increased incomes that 
come about in the individual countries do not trickle down, but go 
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down in the form of improved conditions among the main body of 
people in those countries. 

Mr. Hays. It would be true in the rubber-producing areas too 
I should think, in southeast Asia. 

Mr. Harriman. Yes. In all of those countries. 

Mr. Hays. Mr. Harriman, I was glad to see you refer to Mr. Gordon 
Gray’s report and Mr. Nelson Rockefeller’s report. Mr. Rockefeller 
has been identified with some endeavors of private agencies in recon- 
truction programs. It is a sort of private point 4. 

Are you prepared to appraise the efforts being made in nongovern- 
mental enterprises that are doing exactly this same thing to rehabili 
tate some of these countries agriculturally? 

Mr. Harriman. I have no information on that that can contribut: 
to it. I had heard that Mr. Rockefeller might appear before this 
committee, and he can give you a good deal more information than | 
can, I am sure, since these last few years he has been absorbed, | 
think, in these very admirable and useful undertakings, not only fo: 
the countries in which he has operated, but in the fundamental interes: 
of the people of the United States. I am sure he can give you a good 
deal more information than I can. 

The matters I have been connected with have been in Europe, where 
we have attempted to encourage the European countries to expand the 
economies of the territories in which they have an influence. There 
it has been largely governmental in providing the basic services, such 
as transportation, communications, development of ports, and so 
forth, which makes possible the cheaper movement of products, both 
industrial products and food, which will give a higher income to thos: 
people. When the cost of transportation is very great, why, of course, 
the people get a much lower income from their efforts. Both govern- 
mental effort and private effort, I think, should be tied in together 

Mr. Hays. Yes, sir. 

Mr. Harriman. That is the objective, and the fundamental objec- 
tive of the point 4 concept. 

Mr. Hays. I mention it because the tendency will be to overlook 
and neglect the private agencies that are doing a very significant work 
I happen to know about their work in Mexico, for example. Unless 
we keep some attention focused on it, we may be making a great 
mistake. If we think altogether in terms of governmental activity, 
i think we would be making a mistake. 

Now, just one other question about the point 4 program. It is 
proper for us to emphasize the exportation of talent and of manpower. 
trained young men, that is, to help in this agricultural program of 
increasing food. It is proper for us, is it not, to emphasize that, a 
distinguished from the export of goods? 

India is a good example. It was ironic that we had to think in 
terms of sending grain, simply because for the past several years we 
had neglected to do the other thing. I heard, for example, Mr. 
Raymond Miller—and I think he is a known expert on agricultura! 
rehabilitation—say that if he were writing the ticket he would send 
100 men of the caliber of our county extension agents to India. 

I hope that we can interpret this program in those terms, so that 
the American people can really feel that we are sharing with the 
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so-called underprivileged people the educational advantages that we 
have built up in the West. 

Mr. Harriman. Mr. Hays, I think you have touched on a very, 
very fundamental question. We saw a good deal of it in Asia. It 
is one of the things we attempted to do; that is, to bring in our own 
agricultural people and to help the European countries set up an 
extension service based on the benefit of our experience. 

Now, some countries have done very well in that respect in Europe, 
and others not so well. However, the agricultural production has been 
increased in Europe as a result of the type of effort that you speak of. 
Of course, European agriculture is very well advanced, but in the 
underdeveloped countries it is a complete blank, and the efforts 
that you speak of are absolutely essential to bring to them, if we 
want to have an increased production in those countries which will 
vive them some hope for a better life, or, in other words, help them 
help themselves. We have the knowledge and know-how. I am 
sure they have told you, as they have me, that there are great oppor- 
tunities for showing the people how to increase agricultural production 
with better seed, better tools, better fertilizer, better methods of 
drainage, irrigation, and so forth. I know others can testify better 
than I can, so I will not expand on that. 

Mr. Hays. Thank you very much, sir. 

Mr. Harriman. But it is really the same sort of thing we brought 
to many of our farmers in this country, which we can do with very 
little expense. You know how much it has helped the people in vour 
State and other States. 

Mr. Hays. Exactly. The farm security organization, of course, 
had a very important part in that. 

Mr. Harriman. Yes. 

Mr. Chairman, I find that I did not fully hear your question at 
the beginning. Mr. Gordon tells me I failed to answer your first 
question. Lam sorry, but I did not hear it. It was whether we could 
stop aid after 1954 or 1955. In my statement I said after a few 
years I would expect to have or expect to see a very sharp reduction, 
if not an entire stoppage of aid, providing we go ahead with it on a 
large enough basis. We are building up the capital equipment, sir, 
to arm the forces that they are now creating, and have enough equip- 
ment on hand so that they can call up their reserves quickly. 

In modern warfare we need enormously expensive equipment, far 
more than ever before in terms of cost. After that equipment is once 
in being and once in the hands of the people, they will be able, in my 
opinion, to carry on the maintenance that will then be a smaller, and 
a very much smaller figure than will have to be spent now during the 
period of the build-up. 

It is a very long statement or way of saying that I believe we will 
be able after 3 or 4 years to reduce sharply, if not entirely abandon, 
all military assistance. There may be certain countries which we 
will desire to go forward with which have no industrial production 
at all, but I look on this as being a great effort for a few years, and 
then we will have the benefit of it. 

Chairman Ricuarps. Mr. Secretary, I asked that question because 
| knew how familiar you were with the situation of the build-up in 
these areas, particularly in Europe. J know you cannot say definitely 
when you expect this thing could be done over there without our aid, 
but I was just trying to get what you anticipated could be done. 





146 THE MUTUAL SECURITY PROGRAM 


Mr. Harriman. It could not be done in any reasonable period 
without our aid, but if we give them aid for a period of 3 years to 
4 years—others can testify in more detail, and I do not know just 
how much it is wise to do in open session rather than in executive 
session—we can expect to have a really sharp break in the size of any 
foreign aid which we may think it Wise to give after that period, 
always assuming that there is no war. 

Chairman Ricuarps. Dr. Judd. 

Mr. Jupp. Mr. Harriman, I have read your statement carefully and 
I want to commend you, as I did the Secretary of State, on what seems 
to be a lot of progress that has been made in the thinking of the Ad- 
ministration, or at least progress in public revelation of its thinking. 
For example, it has constantly been said that we must save Europe 
regardless of what happens in the rest of the world, because of Europe's 
industrial capacity and the fact that it is the world’s second greatest 
workshop. But you say on page 2 of your statement: 


The industrial countries can increase their production if adequate raw materials 
are available. 

Iam glad you have discovered, and I hope others also realize that 
the workshop in Europe is no good without raw materials, and that 
adequate raw materials are not to be found in Europe; many must 


come from Asia. 

I am glad that you at last have joined the so-called China lobby 
along with Secretary Marshall, who almost joined it the other day 
He will have to eventually, [ am confident, because he is not going to 
be able to win in Europe unless we pay more attention to stopping thi 
Reds in the Far East, where the raw materials are, and we cannot stop 
the Communists in the Far East without mobilizing the strength of 
anti-Communist China. 

Now, I want to ask you a question. 

Mr. Harriman. Mr. Judd, may I interject this, that what I have 
said here | have said for a long time. I said it when I was Secretary 
of Commerce, and it is on the pubhie record in an article I wrote for 
the Saturday Evening Post, I think in the spring of 1947, which says 
much the same sort of thing. 

It is not only Europe that is depending on these raw materials 

Mr. Jupp. It is ourselves. 

Mr. Harriman. It is our own life and our own future. 

Mr. Jupp. Precisely. 

Mr. Harriman. But I am not joining the China lobby, sir. 

Mr. Jupp. I want the Washington Post to notice, please, and 
report that vou are now making precisely the same argument it has 
anathematized some of us for making all these many years. 

Mr. Harriman. | think vou and I agree on the great interest we 
have in the underdeveloped countries. 

Mr. Jupp. That is right, and we are interested in China not 
because it is China, but because we believe there is no other organized 
body of manpower in Asia that has a chance of stopping further 
Communist expansion there. 

May I ask you this question: If the Chimese, with our proper 
help—which we have never given them since Wedemeyer was with- 
drawn in early 1946—are not able to get Communist expansion stop- 
ped in Asia, then who will be able to get it stopped, and where, and 
how, and at what cost? 
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Mr. Harriman. Well, I am not the expert on the Far East that 
you are. 

’ Mr. Jupp. But you say we have to have its raw materials and you 
must do some thinking about it. 

Mr. Harriman. | have not been in the Far East for the years you 
have, although I have been there on several occasions. I am quite 
convinced unless we go forward with the technical assistance and the 
economic assistance that is contemplated we will run into difficulties. 
| would like to see it increased rather than reduced. 1 would support 
personally an even greater effort than we are putting forward. How- 
ever, there are vast parts of the undeveloped world, in Asia, the 
Middle East, Africa and South America, that we want to give the 
same attention to and go forward with the programs which we have 
undertaken. 

Now, | think we have to realize that. We have to learn by the 
experience that we have had and the success of some of the things we 
have done, as well as the failures that occurred where we did not move 
fast enough. I think we want to look forward and learn from the 
good things we have done and from the mistakes that we may have 
made, but Tam very much encouraged from the reports that we have 
of the suecess we have had where we have had good people and 
enough money to operate on. 

Mir. Jupp. Yes, but the question is, Will those areas still be free 
and open to us, so that we can carry on there the programs of which 
you speak, by the time our Government belatedly gets around to 
them? That has been my concern. You cannot carry them on in 
Manchuria today or mainland China, or in Czechoslovakia, or in any 
area Where the Soviets have gained control. The first thing is to stop 
their expansion. 

To give credit where it is due, just as the Chinese held the line 
against Japan, fighting on our side for 4's vears before we had sense 
enough to know it was our side-——-we were helping Japan—so they 
fought on our side holding the line against Communist expansion in 
China for 5 vears before we had sense enough to know it was our side. 
We were ordering them to get into bed with our enemy. | only hope 
that despite our abuse, they can hold for another few vears until we 
ean get going in the areas around China that are still free. 1 believe 
they may be tough enough to save us, despite all our past folly. This 
isan old, old story to the members of this committee. They have 
heard me saving it ever since | have been a member, but | am going 
to keep on saying it, and maybe we can get some more conversions. 
It is not because I like to say it, believe me. It does not do anything 
lor myself except create trouble; but | have to do it because I feel so 
sure our country’s whole future is involved. Inasmuch as those are 
my convictions, | must press them while there may still be time. 

The other thing on which I want to comment is on page 4, where 
you say you believe that the Kremlin considers the attack on Kores 
as a major error and wants to get out of it. 

They expected to attain an easy victory, demoralize the United Nations, and 
discredit American leadership. Not only has this plan failed, but the aggression 
in Korea has aroused our country and our allies to undertake greatly accelerated 
rearmament for defense. The Kremlin would like nothing better than to have 
us think that we can safely relax, while the Soviets continue to build their mil- 
itary strength. 
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Mr. Harriman. I did not say it wants to get out of it. It looks 
as if they want to get out of it, but I would not predict what is going 
to happen. That is an additional phrase you put in. 

Mr. Jupp. Well, I did not mean to read something into your 
remarks that was not there. 

Mr. Harriman. If they mean what they say, it is because they 
want to get out of it. 

Mr. Jupp. | value your comment on that because you were in 
Moscow during the crucial years near the end of the war, and you 
ought to understand their purpose, and their tactics and strategy as 
well as any American. Do you believe that the main purpose of thei: 
cease fire is, perhaps, to get us to relax? 

Mr. Harriman. I say in the statement that I think they would like 
nothing better. I cannot tell what their main purpose is. It may 
be they are unwilling to supply the equipment that is necessary to 
carry this war on, and want to keep it for themselves. It may be for 
many other reasons. But I am quite firm in the belief it was a great 
shock to them that we have engaged upon this large program, and that 
our allies in Europe and other parts of the world want to increase their 
military strength for defense. They would certainly like nothing 
better than to see us all relax again. 

I think if we do relax it will be a great encouragement to them to 
press forward in other directions. 

Mr. Jupp. You unquestionably have studied the many documents 
that have been written by Communist leaders, both Lenin and Stalin 
in Russia, and Mao Tse-tung in China, on the fundamental Commu- 
nist doctrine of the strategic retreat. That is, if they cannot gain their 
objective by one strategy, they must not hesitate to withdraw trom it 
and shift to another one; not as an abandonment of the objective, but 
as a means of achieving the objective. Do you not think that is what 
this is? 

Mr. Harriman. | think that may well be what they have in mind. 
I want to see it happen before I say it is, but it is entirely conceivable 
that they will intensify—if there is an armistice they will intensify 
their peace drive and try to get the weaker countries to relax even 
more than is being talked of now in this country. Unless we tak 
the lead it is possible it will spread to other countries. If we relax 
it is sure the other countries will do so. Then the vigorous leadership 
in the other countries that want to go forward regardless of what 
we do will find it much more difficult to do it. Certainly, it will be 
an invitation if we do relax to further aggression on the Russians 
part, and an encouragement for them to continue. 

I want to see them retreat, as you so wisely or knowledgeably put 
it, for a long period of time, and not just for a few months. 

Mr. Jupp. You will agree that while our objective is peace, that is 
not their objective. Their objective is victory for the Soviet doctrines 
and system. Is that not right? 

Mr. Harriman. That is right. On a step-by-step basis, taking 
over country after country. 

Mr. Jupp. And when they find they cannot get victory by fighting, 
because that stirs us up, then they seek to get not peace, but victory, 
by a cease-fire which quiets us down—they hope. Is that not right’ 

Mr. Harriman. They hope. Just as they have abandoned their 
tactics in the Berlin airlift. Just as soon as the Berlin airlift was 
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over there was a tendency on the part of all of us to relax. We must 
not make the same mistake again, and we must learn. 

Mr. Jupp. Is not their present action in Korea precisely what they 
did in China in 1946? They were not able to get victory by fighting 
because at that time the Government forces were much stronger than 
theirs, so they said, “Let us have a cease-fire and peace.” They 
pulled the wool over the eyes of some Americans because they said 
they wanted peace and the Chinese Government which knew what the 
Reds were trying to do did not want to vield to their request when it 
had the upper hand and was defeating them. So it looked to some 
Americans as if the Chinese Government wanted a civil war and the 
Communists wanted peace. They succeeded in their maneuver. 
They could not get victory by fighting, so they got us to insist on a 
cease-fire. The cease-fires in China in 1946 led to the Communist 
victory there and that was what made possible the attack on Korea. 

The cease-fires confused the Chinese people and armed forces. Four 
times in | year, they got all steamed up to put down the Communist 
rebellion and then their Government at our insistence agreed to a 
cease-fire. The morale of Government forces dropped; that of the 
Reds rose. 

The President a week ago criticized the Government of China, say- 
ing it fell because it failed to mobilize the people of China. Well, how 
could it mobilize their will to fight when we urged it not to fight? 
Whom were the people to believe? You have four cease-fires here, 
and see if his administration can mobilize our people to fight. You 
and I are anxious lest even one cease-fire may cause a let-down, an un- 
willingness to face up to our responsibilities. It is so easy to criticize 
others’ failures until you face a similar situation yourself. 

I am saying this merely to point out that one of the things that 
weakened the Chinese will to resist was those cease, fires in 1946. I 
do not know whether that will happen to our country because I hope 
we realize the enemy is still there. But 1 fear he will be stronger after 
the cease-fire than he is today. 

That does not mean, and do not misunderstand me, that I do not 
want to pursue in every possible way honorable efforts to end the 
fighting on a basis that will last, but it must be done with terms 
that do not jeopardize our ultimate victory in this world struggle of 
which, as General Marshall rightly said, Korea is merely an incident. 

Chairman Ricuarps. Has the gentleman any other questions? 

Mr. Jupp. Yes, | have. I have asked him several questions. 

Mr. Harriman. I would like to disassociate myself from Mr. 
Judd’s remarks about China because I am not familiar with it. 1 do 
agree if there is a cease-fire in Korea we should not let it, or should not 
permit it, to relax our efforts. 

Mr. Jupp. You see, Mr. Chairman he answered the question. He 
agreed with me. 

Mr. Harriman. No, sir. No, sir, I did not. 

Mr. Jupp. I thought you did. 

Mr. Harriman. Not as to the events in China. I do not know 
about the events in China, and I have no comment on the events in 
China. I am simply agreeing that we must not let any cease-fire in 
Korea cause us to relax, and encourage other people to relax. 

Mr. Jupp. That is right and all 1 meant to imply. 1 am trying to 
point out, to the best of my ability, what on the basis of previous 
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experience, it probably is that the Soviets are endeavoring to do iy 
Asia, if we are foolish enough to let them get away with it, as we di: 
once before. 

Chairman Ricuarps. Mr. Chiperfield. 

Mr. CuirerFieLp. No questions, Mr. Chairman. 

Chairman Ricuarps. Are there any other questions? 

(No response.) 

Chairman Ricuarps. Thank you, Mr. Ambassador, for your very 
informative statement. 

The committee stands adjourned. 

(Whereupon, at 11:59 a. m., the committee adjourned.) 

(The following information has been submitted for the record: ) 

THE SECRETARY OF DEFENSE, 
Washington, P ily G, 1951. 
Hon. James P. Ricwaxrps, 
Chairman, Committee on Foreign Affatrs, 
House of Representatives. 

Dear Mr. Ricwarps: In reviewing my testimony of July 2, 1951, before t! 
Committee on Foreign Affairs of the House of Representatives, in answer to Mr 
Judd’s question in regard to forces for Europe, I find that Mr. Judd was speaking 
in terms of forces in being whereas I was referring to planned mobilizable as wi 
as active forces, 

Because of the classified nature of the subject matter, I cannot go into deta 
in this letter. Subsequent witnesses will be prepared to discuss it further 
executive session. 

I am enelosing the following: 

(a) New obligational authority for national defense functions for fiseal vear 
1959, 1951, and 1952, requested by Mr. Reece. 

(b) A breakdown of budget estimates of the Mutual Security Program 
fiscal vear 1952, requested by Mr. Herter. 

It would be appreciated if this letter were made a part of the official record of 
the proceedings of July 2, 1951. 


Faithfully yours, 
GroRGE C, MARSHALL. 


1952 budget estimates Mutual Security Program 
Title I: 
Training ~~ : 
Matériel : 
Excess matériel ! 
Packing, handling, crating (including storage and operation 
of ZI and overseas depots) 2 c ; 151, 544, 840 
Inland transportation 2 re 87, 222, 917 
Ocean transportation 139, 898, 80S 
Title II: 
Training , <# 
Matériel 
Excess matériel !_ 
Packing, handling, crating ? 
Inland transportation ?_ 7, 476, 912 
Ocean transportation ? ; 20, 387, 740 
Title ITI: 
Training : ae 2, 552, 773 
Matériel 508, 317, 054 
Exeess matériel ! 3 ; : 70, 000, 000 
Packing, handling, crating (including operation of ZI and 
overseas depots) ? 
Inland transportation ? 
Ocean transportation ?___ ~~~ 
! In addition to excess materials sold to other nations upon the payment of the fair value under provisiot 


of 408 (e) of the MDa Act. 
2 Includes expenses of 1950 and 1951 programs to be delivered during fiscal year 1952. 


$30, 256, 443 
4, 831, 076, 902 
191, 702, O16 


4, 251, 195 
372, 662, 27: 
23, 713, 580 
10, 221, 87 


16, 778, 003 
8, 165, 360 
19, 186, 720 
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1952 budget estimates Mutual Security Program—Continued 


Title IV: 


Training ; ; ; - ; 
Matériel ’ es . 
Packing, handling, crating 5 z 
Inland transportation : 


Ocean transportation __ ‘ 


OPERATING AND ADMINISTRATIVE EXPENSES 


Departmental 
United States: 
Field 
Overseas 
Contribution to NATO international budget 


State Department administrative expense 


Department of Defense 
fiscal years 1950, 1951, and 195 2 
lassification, 1952 budget] 


oNDiiy ” 
Military services’ ¢ i, | 


{Millions of dollar 








I ( I 
1950 ral itv tal 
tment of Defense, military functions 13, 212 18, 387 
Defense functions of other agencies 
General Services Administration 
Stockpiling 427 2 S98 
National Industrial Reserve 11 20 
Independent Offices 
National Advisory Committee for Aeronautics 131 59 
Selective Service Sy n Q } 
Executive Office of President: NSRB, NSC, and emer 
encte } 14 
Other 5 
Total ‘defense’ functions in President’s budget 13, 797 51,414 


Excludes permanent appropriatior 
Budget message of the Pres 
Less than $0.5 millior 





Source: Budget Division, Secretary of Defense, July 3, 1951 


New obligational authority for ‘National defense’’ 


$2, 650, 000 
33, 832, 181 
1, 327, 864 
1, 074, 318 
1, 115, 637 


1, 039, 339 


3, 141, 131 
10, 819, 530 
9, 716, 000 
, 284, 000 
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TUESDAY, JULY 10, 1951 


House or REPRESENTATIVES, 
ComMiITrreE ON ForeiGn AFFAIRS, 
Washington, rm ey 
The committee met in the House Foreign Affairs Committee 
room, the Capitol, at 10:15 a. m., Hon. James P. Richards (chairman) 
presiding. 
Chairman Ricuarps. The committee will come to order, please. 
Ladies and gentlemen, we are continuing testimony this morning 
on the Mutual Security Program. We are pleased to have with us 
as the witness this morning the Honorable William C. Foster, Adminis- 
trator, Economic Cooperation Administration. 


STATEMENT OF HON. WILLIAM C. FOSTER, ADMINISTRATOR, 
ECONOMIC COOPERATION ADMINISTRATION 


Mr. Foster. Mr. Chairman and members of the Foreign Affairs 
Committee, I am here in support of the Mutual Security Program, 
which I believe to be an affirmative plan of action for repelling one of 
the gravest threats yet confronted by our country. 

Secretary Acheson, Secretary Marshall, and Mr. Harriman have 
given a comprehensive outline of the way in which the program is 
designed to support the security of the United States. | shall try 
to outline the economic aspects of the program and to set forth why 
| believe the furnishing of economic:aid to other free nations is as 
essential to our national security as supplying them with weapons 
and how, in most cases, each is necessary to the other. 

First, | would like to discuss the situation in Europe, and later that 
which confronts us in Asia. 

A brief summary of Marshall plan accomplishments will illustrate 
the progressive and interlocking nature of our new proposals. 

The first Marshall plan task—helping western Europe recover from 
the disruptions of World War II—has been largely accomplished. 
Last year at this time we reported that industrial production in the 
Marshall plan countries was running 25 percent above prewar levels. 

Agriculture was approaching prewar standards, having made notable 
cains during the first 2 years of our program. This advance has con- 
tinued. Today industrial production is about 40 percent above the 
1938 mark, while agriculture is 9 percent above prewar levels and 
steadily improving. 

The process of recovery is now such that we could limit dollar assist- 
ance to a few special cases were it not for the Soviet design to subvert 
and subjugate our allies. 
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The next great objective of the European recovery program was the 
liberalizing and expanding of European trade—the greater integration 
of the economies of western Europe. 

Real progress has been made in this long-term job of unification 
The Organization for European Economic Cooperation which was 
established in 1948 to coordinate the economic recovery efforts of the 
west European nations has been moving Europe effectively toward 
greater economic unity. 

In September last year, for example, the European Payments Union 
was created and we can see tremendous steps forward in the field of 
trade relations. The fact that the volume of intra-European trade has 
increased about 60 percent in the past 2 years confirms the worth of 
EPU and the trade liberalization efforts which preceded it. 

The Schuman plan is another heartening move toward unification. 
In the partnership of the North Atlantic Treaty Organization and 
under General Eisenhower’s dynamic leadership, we see collaboration 
among the Europeans that inspires our hopes for the future. 

Historians will surely point to what has been accomplished in 
these last 3 years as among the brighter pages in the story of free 
men’s ability to work together in a common cause with intelligence 
and devotion. 

You might reasonably ask: If such substantial progress has been 
made toward recovery, why do we not wind ECA up as quickly as 
possible and be done with it? 

I agree that would be a welcome, if unique, course for a Government 
agency. No doubt the Congress will consider that course while also 
weighing the advantages of having a going concern continue with 
the economic jobs ahead. 

Regardless of your disposition of the agency, however, I sincerely 
believe that you will find the completion of these new jobs essential! 
to our own security. 

For much remains to be done, and I should like to lay before you 
our assessment of the current problems, and the economic actions we 
believe are required to build strength in the free world. 

Whether we meet them successfully or not will answer the crucial] 
question whether the United States can continue to thrive, or even 
survive—whether a large part of the world will remain free or fall 
under the sway of totalitarian dictatorship. 

Our response must therefore be sustained and consistently strong. 
We must cope with the implacable designs of the Kremlin whether 
they appear as invasion in Korea and Indochina or as subversion in 
France and Italy. 

Most important of all for the long term, we must also cope with 
international communism, in its more subtle form of feeding upon 
chaos within its intended victims. We must wage peace through 
strength on all fronts. 

These are the economic tasks of the Mutual Security Program: 

1. To complete the building of a western European economy so 
strong that it is not sensitive to the appeals and manipulations of 
communism, to consolidate and hold the gains made to date—a 
positive, committed free Europe, competent to bear arms while 
simultaneously furnishing its peoples with a way of life worth 
defending. 
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To generate in the underdeveloped areas a sense of full partner- 
Pi in the free world and a full awareness of the insidious nature of 
the Communist threat and the means to eliminate it. 

The first part of this job lies in helping the governments, some of 
them just emerging into the responsibilities of self-government, to 
meet in more adequate measure the needs of their peoples. 

To develop and enlarge sources of scarce and strategic materials 
and to assure their fair distribution within the free world. This is 


today a matter of major importance in accomplishing the first two 


tasks. 

We believe these tasks possible of achievement. However, we 
cannot do it all. Obviously, all the United States can do is to help 
those who want to help themselves, but our experience to date in 
Europe and in Asia does indicate, I believe, that these tasks can be 
done. 

As to the European situation, | have just returned from a trip to 
several of our European missions and from a meeting of our ECA 
mission chiefs in Copenhagen. Once again, I was struck by the pro- 
gress the Europeans are making—by the fact that the Europeans are 
worthy allies. 

We must never forget that they have spilled more blood in defense 
of our common spiritual values than we have. As their confidence 
in mutual security grows, their fears are diminishing and the cycle 
of strength is gaining momentum. 

In addition to the things of the spirit, we know that their basic 
resources—such things as coal, steel, electric power, or even their 
total industrial potential—are roughly 1'5 times that of Russia and 
her European Communist satellite states. 

We believe those resources combined with Western Europe's diverse 
skills, transport, communications and other calculable assets, con- 
stitute a potent material force in the world today. 

If properly mobilized, the balance of power would be clearly on 
our side. Without it, the balance of power would be against us. It 
would be in effect against us, too, if Western Europe were to remain 
weak, unarmed, an easy victim. 

As Secretary Acheson and Secretary Marshall have said, we have 
undertaken a program for helping Western Europe to build its defenses 
to a level designed to discourage Soviet aggression, and to resist it if 
it oceurs. Our allies in Europe are undertaking a large part of this 
burden. They are raising forces, feeding and clothing them, and 
building the barracks, air bases, ports and networks that modern 
arms require. 

Defense production, while still far short of what is necessary, has 
been doubled during the last vear. At the present time, our European 
allies, except for Italy, have more men in service than they did on the 
eve of World War II. 

And while we know that the bulk of the arms needed for the rapid 
build-up in Europe which the present situation dictates must come 
from the United States, we know also that the Europeans must 
undertake a major military production effort. 

Producing their own armaments has many advantages for the 
Kuropeans and us. For one thing, arms and spare parts produced in 
Kurope come immediately into position there where they are needed. 
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A second advantage is one of less cost to the United States. |) 
costs us about $75 to make a bazooka to send abroad. This is repre- 
sented entirely by American labor, American materials, American 
manufacturing facilities. 

The same bazooka made in France may require only $15 in mate- 
rials and tools from the United States, but all the balance is repre- 
sented by French labor, French materials, French facilities, thus mul- 
tiplving our dollars fivefold. 

Thirdly, we cannot arm and rearm Europe forever. Progress to- 
ward military self-sufficiency in material is essential. 

It is, therefore, good partnership business to help the Europeans 
produce their own arms rather than supply all of them from the 
United States. Indeed, you might well ask why we do not propose 
to get even more production in Europe and consequently furnish even 
less from here. 

In much of Europe the standard of living is so low that unless it 
gets our help, it cannot sustain the burden of armaments without 
cutting below the danger line where communism begins to grow on 
want, hunger, and despair. 

It is clear that the United States with a present per capita income 
of about $1,700 per annum can afford more rearmament than say 
France, where, despite nearly miraculous — nt in the past 
3 years, per capita income is still only about $52! 

Moreover, we must never forget the eh ire factor of time. If 
General Eisenhower's requirements are to be met on time and with 
maximum efficiency in using searce tools and materials, we must 
provide a large proportion of the military equipment, but we believe 
the Europeans can do their share of meeting all the many needs of 
mutual defense. 

In the short run, the problem is to step up European military 
expenditures without creating serious inflation for that would improve 
the opportunities of the Communists for successful internal subver- 
sion. 

Looking further ahead, the problem is to divert economic resources 
from civilian to military use without either (a) interfering seriously 
with the growth of productivity and future economic strength, or 
(b) so impairing Western Europe’s trading position as to make per- 
manent her economic dependence on United States economic aid. 

Western Europe must not find itself at the cone ‘lusion of the defense 
effort back in the unhappy situation where the Marshall Plan found it 
3 vears ago. 

There is only one way in which Europe itself can shoulder a larger 
rearmament effort while at the same time giving its people a way of 
life more hopeful than that proffered by extremists of the right or left. 
It is the way of increased production and greater unification. 

Given the present situation, the surest and quickest way for Europe 
to increase its total production is through greater productivity, which 
is to say, More output per worker per hour. 

We believe that Europe offers dramatic possibilities in this regard. 
Most European workers toil hard enough—sometimes too hard by our 
standards today—but not always with the most effectiveness. 

For example, it is our best estimate that steel production in France 
could be increased 20 percent with little capital investment. French 
producers are not getting the most out of their machine tools, many 
of them new. 
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French workers are not yet realizing the most out of the fact that 
they now command almost double the horsepower they did when the 
Marshall plan began. And, horsepower per worker is a master key 
to productivity. 

Last fall, I outlined to the Organization for European Economic 
Cooperation a goal which I believe can be attained over a reasonable 
period and which I believe contains the answer to Western Europe’s 
internal economic problem as well as a large part of the answer to 
the problem of providing strength for the free world. I refer to the 
proposal that the countries participating in the Marshall plan increase 
their annual rate of over-all production by $100 billion. 

Clearly, over the next 2 or 3 years, the major European effort must 
be to attain adequate military defenses. Production must, to the 
createst tolerable extent, be directed to that end. 

This, in turn, means continuing the present lean and spare civilian 
economies. But, when defense goals have been reached, the produc- 
tive power that has been generated and directed to the military 
build-up, can be turned to a general improvement of the conditions 
of living. 

We calculate that a $100 billion increase in production might well 
provide the base for a 50-percent rise in European living standards. 
We believe that a continuing movement toward this goal would be the 
best possible answer the communism. For achievement of this goal 
would strike not at a military manifestation but at the very core of 
the Communist appeal, namely, its promise of a better economic life 
for the free peoples. 

From the outset of ECA, of course, we have provided Western 
European industry and agriculture with many productivity aids. 
We now are proposing an augmented program to this end. 

Our problem is primarily that of changing traditional attitudes and 
practices; and while this venture is less costly in terms of dollars than 
is capital investment, it is far more demanding in terms of vision and 
resourcefulness. 

Let me outline briefly the reasoning behind our estimate that 
economic assistance in the amount of $1,650,000,000 will be required 
to build strength for mutual security in Europe during fiscal 1952: 

First, the present European effort toward an adequate defense is a 
very substantial addition to the strength of the free world and produces 
far greater results at much less cost to us than if we undertook the 
effort alone. 

Second, even so, the present effort is not great enough to meet the 
requ'rements of out-producing the slave world as quickly as necessary. 
Therefore, there must be a substantial step-up in this effort. 

Third, without economic aid from us it would be impossible for 
the European effort to be sustained at the present rate, let alone to 
be increased and speeded up to meet the requirements posed by the 
threat of Soviet aggression. The present military effort, unaided 
by economic support from us, would place an intolerable strain on 
the economies of our European allies. 

Fourth, if this were allowed to occur, we should soon see the return 
of Western Europe to the inflation, economic dislocation, falling pro- 
duction, decreasing exports and inability to pay for necessary im- 
ports—all the social and political instability and weakness which 
were present at the start of the Marshall plan. This would permit 
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conquest through internal subversion by the Kremlin and undo 
results of our common efforts toward recovery. 

Fifth, failure to make available the necessary economic aid for 
support of the defense build-up of Western Europe would also 
likely to foreclose any possibility that our assistance program can 
be a temporary one. 

Unless, of course, we took the unthinkable course of abandoning 
Western Europe, we should have to anticipate going on and on with 
our aid just to keep our allies there afloat and in a position to mak. 
some defense of the area. 

Secretary Acheson and Secretary Marshall have rightly emphasized 
the possibility that adequate aid for the next few years, plus their 
own efforts, may be expected to place Europe in a position to carry 
their load unaided thereafter. 

The European recovery program has taught us how important it is 
to have a terminal date for an aid program, and | believe the same 
principle is of vital importance in this new Mutual Security Program 
for Europe. 

If we really mean business in this struggle which has been thrust 
upon us, and if we wish to help build the strength of our allies in 
Western Europe on a sound and lasting basis so that they may stand 
solidly on their own feet—and this is possible of achievement, | 
believe, in a relatively few years—then, the only way is to give 
steadfast leadership and necessary economic as well as military 
end-item aid in amounts sufficient to do the job. 

The mutual security problem, however, is a world-wide one; its 
extent and its suecess depend upon the will and ability of free men 
everywhere. Thus, the program before vou includes funds for eco- 
nomic and technical assistance in south and southeast Asia, in the 
Middle East, and in Latin America. 

The funds for ~— rdeveloped areas are small compared to those 
needed to bolster rearmament in Europe, but they are equally neces- 
sary to the aneaiiial efforts of the free world to balk the thrusts of 
Soviet imperialism in other vital areas of the world. 

We have had valuable lessons of experience in China, Korea, and, 
during the last year, in southeast Asia, and I want to summarize them 
for vou. Much of what I have to say probably applies to a greater or 
less degree to all the underdeveloped areas of the world, but T want 
to talk to vou particularly about what it takes in economic terms to 
carry forward a real counter-thrust against expanding communism 
in southeast Asia. : 

Following my trip to the Philippines last November, I visited om 
Asia missions for first-hand consideration of the area’s problems. 
I believe there is little question that unless the United States and the 
West take effective action to belp the countries of southeast Asia 
along the road to stabilitv and responsible independence, we will see 
an increase of Communist-stimulated chaos. Thus, they can be 
organized and exploited for the benefit of the Soviet Union, closed to 
trade, closed to western ties and culture, and closed to the growth o! 
freedom based on responsibility. 

Most of the countries in this area have only recently emerged from 
colonial status. Most of these countries were severely ravaged by 
World War II. Some are still beset by internal strife and guerrilla 
attacks. 
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Health, education, and transportation are at best rudimentary. 


‘ There is no adequate reservoir of trained civil servants, no competent 

i. vovernment services to handle reconstruction programs. 

1 These countries are, generally speaking, rich in natural resources, 

an but there is no balanced economy and, to all practical purposes, 
little industry. 

n It is natural that these new governments, recent successors of 


th colonial administrations and military occupations, look questioningly 
as well as hopefully at us. It will take time for suspicions of the 


Nt . . . 

West to be allayed, and they are not sure in their own minds how 
= completely we uphold their new independence and how seriously we 
cm hope to assist them in gaining the degree of economic independence 
“ that rightfully should be theirs as free nations. 

This calls for our understanding of them. If we recall the early 

‘. years of our own Republic, our jealous guarding of its new independ- 

" epee, our suspicion of the motives of the great powers of that era, we 

m ean better understand why our friends in southeast Asia sometimes 
express themselves in a challenging way that sounds very much like 

31 our assertions of 175 years ago. 

n The plain fact is, however, that these governments cannot, without 

r our help, provide the advances and services needed by their people 

| or rather, cannot provide them quickly enough to offset and defeat 

A the inroads of communism. 

: The security of free Asia depends fundamentally, therefore, on how 

effectively America and the west can help the governments of free 

. Asia meet the elementary needs of their peoples. 

. This will require comparatively little capital outlay; rather it will 


require economic assistance, much of which is technical and advisory 
in nature. Some 80 percent of southeast Asia’s population get their 
living from the land, but yields are too small. One major task, 
therefore, is to raise agricultural production by providing better soil 
care, better seeds, better livestock strains, by replacing the bent 
sticks now in use, not with costly tractors, but with steel plows 
and hoes. 

Finally, we must take further positive action on our third great 
problem. It is an acute hindrance to production in the world today. 
| refer to the shortage of many important raw materials 

The industrial machine of our country and of Europe is today 
chewing up materials at a rate 50 percent faster than in 1937. Our 
problem is not one merely of stockpiling against emergency, but of 
expansion to meet current needs. Acquisition of raw materials has 
been a big job that must now become a much bigger job. 

ECA is involved in several aspects of this problem. We are the 

ney approached by European and other countries receiving ECA 

| when they seek a share of the materials we produce here or other- 
Wise control, 

We also have worked with many of the European countries in 
developing the resources of their dependent territories, especially in 
\frica. In that continent we have participated in opening new tin, 


mond, cobalt, and other valuable deposits. 

The new lead and zine mines at Zellidja in French Morocco, the 
w bauxite operations in Jamaica, the cobalt and copper resources 
North and South Rhodesia are among projects that we have 

rwarded., 
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We are also lending a hand to improve transport facilities to deliver 
larger quantities of materials more quickly to points of consumption, 
Typical of this kind of activity is our development of a full-size port 
at Beira in Mozambique. 

In our development of raw materials sources and in their production 
and export, we cannot proceed in a nineteenth century attitude of 
rapid exploitation for cash. 

Asia, Africa, and Latin America need, in exchange for their raw ma- 
terials, consumer and capital goods. They want agricultural and 
manufactured goods—trucks, textiles, mining and engineering equip- 
ment. We must make this fair return, even out of our own scarce 
supplies, if we expect a free flow of raw materials—and of friendship 
and goodwill. More than this, we must furnish an example of our true 
and idealistic interest in a rational and just development of under- 
developed areas. 

I have tried to outline to vou some of the facts and principles 
underlying the program befere you. There is one other overriding 
consideration. 

Communism stands ready to move into every vacuum. We must 
not permit such vacuums to exist by any failure of ours to show the 
imagination and initiative demanded by world leadership. 

We are alert to the dangers that confront us. But, we must be no 
less alert to the opportunities that are ours. The Mutual Security 
Program provides us the means of demonstrating our faith and con- 
fidence in the free peoples of the world. 

It is a sound investment in peace. Without our help, our friends 
are exposed to the corrosion of communism from without and within. 
With our help, and with courage and resolution on the part of the free 
countries, the day will come when all of us can move forward with 
confidence into a way of life which provides the alternative to Com- 
munist slavery and the devastation of war. 

Thank you very much, Mr. Chairman. 

Chairman Ricnarps. Thank you, Mr. Foster. That was a good 
statement. I want to say for the record that regardless of what 
individuals may think of ECA and some of the details of its operation, 
I think everybody is agreed that both you and Mr. Hoffman have 
done a wonderful job with the tools you had. 

Mr. Foster. Thank you, sir. 

Chairman Ricuarps. Ladies and gentlemen, we will proceed under 
the 5-minute rule, first, and then the witness will be available for 
unlimited questioning. 

I want to go back to page 2 of your statement. You have asked a 
question a lot of us have asked and a lot of us would like to have 
answered. 

We started out with ECA in 1948, and our purpose was to end it 
by June 30, 1952. That is 4 years. As far as I have been able to 
find out, to all intents and purposes, this program in Europe has been 
completed, maybe in February of this year, with the possible excep- 
tion of some little additional aid required for Italy, Austria, and 
Greece. 

Why not wind this up right now and, if we should wind it up, 
create a new organization to handle the matter on the basis of eco- 
nomic production for military purposes, and turn over the residue of 





ivi 


10n, 


ort 


Ist 


he 


no 





THE MUTUAL SECURITY PROGRAM 161 


your responsibilities and assets to a NATO, as such, in Europe? 
What do you think about that? 

Mr. Foster. That is a perfectly fair question, Mr. Chairman. I 
ean assure you that a great many people have given a great deal of 
thought to that question. 

I understand you want to keep within the 5 minutes, so I will try 
to sum up the highlights of my opinion of that question in that time. 

Chairman Ricuarps. I would appreciate it, and then you can 
develop it later. 

Mr. Fosrrer. Yes, sir. The job that lies ahead of us today is, in 
my opinion, a different job in many ways from the job that ECA 
was set up to do in 1948. 

The job that ECA was set up to do in 1948 has, I think, been 
largely accomplished, as you said, and I think has been accomplished 
to an extent that few of us who were connected with this in the early 
days could have hoped for. 

Had we been told then that we would have industrial production 
running at a rate of 40 percent or more above prewar, that we would 
have had agricultural production already up 10 percent over prewar, 
we would have felt that was almost impossible of achievement. 
That has been done. 

Therefore, you are faced with the question, and it is a question 
that has to be decided in the United States Government, in my 
opinion, very promptly. That is one of the first considerations. 

You are faced with the question of whether you should terminate 
ECA, as was promised in 1948, or whether you should continue it. 

Mr. Jupp. Or terminate it a year earlier? 

Mr. Fosrer. You can continue for an extended period, you can go 
to June 30, 1952, or terminate it earlier. 

The first consideration which I think we should have is that we 
have created an asset for the United States in terms of people and 
procedures which, in my opinion at least, and I think I am objective 
in this, Mr. Chairman, | am speaking of the overseas missions, I am 
speaking of the good will which has been created in doing this job, 
| believe that is an asset that must be preserved in the interests of 
the United States. 

It is perfectly possible to terminate ECA within a reasonable period, 
60, 90, 120 days, after your bill is passed, and to make a transition to 
1 hew organization. 

There have been many recommendations that that be done. As the 
Administrator, | do want to point out that in doing that you are 
running certain risks, a loss of people and momentum. 

| think you have to weigh that possible loss against the promise 
vhich we made not only to the people of the United States, that this 
would be a 4-year program or less, but also the promise and the state- 
ment made to our friends around the world, that they could not depend 
on this aid for longer than 4 years and, therefore, they had to get their 
louse in order by that time in order to pick up the load themselves 

| think we face a similar question today in advancing not only 
economic assistance but military assistance. If there is a record of 
having set up an economic recovery program on a fixed-period basis, 
and if we have achieved our purpose and terminated it within that 
time, | think perhaps psychologically we have a better background for 
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getting the same kind of cooperation in urging them to attain a mili- 
tary position at the end of a measurable period. 

I am not taking a strong position on either one. I think that is 
decision that the President and the Congress have to make, as jo 
which is the better in the United States interests. 

Chairman Ricuarps. You would write into this act that it 
terminated on June 30, 1952, if nothing else, would you not? 

Mr. Fosrrer. | come out with the conclusion that, in view of th 
new kinds of responsibilities, at least at that time, there should by 
new set of arrangements made to carry out this enlarged job. Ther 
remains 2 part of the other job, as you indicated, still to do. 

Chairman Ricnarps. All right. That is the second point.  Righ 
now we will say there is a part of the other job still to do. 

Mr. Fosrer. That is right. 

Chairman Ricuarps. And that part is supposed to be dovetail 

into the military-atd program, that is, the balance. Why could 
not be dovetailed into that and turned over to NATO under a new 
organization right now? 
Mr. Foster. I do not know what you mean by NATO in terms of 
the United States part of this job, Mr. Chairman, though NATO is a 
very important part of the international mechanism developed to 
carry out this job. Whatever is done in terms of ECA, as such, as 
Secretary Acheson said, you would still have to do three things: You 
would still have to undertake a military procurement and delivery 
program and development program; vou would still have to undertak: 
an economic aid and appraisal program; you would also have to 
coordinate those two activities with our basic foreign policy. 

Those three things have got to continue, as I see it, no matte: 
what you do as to the mechanics of doing it. 

Chairman Ricuarps. Just 1 minute. My time is up, but I will 
want to go into that a little later. I call time on these other folks, so 
I will call it on myself. 

Mr. Jupp. Mr. Chairman, I move your time be extended to let 
him complete his discussion on this point. 

Mr. Barrie. | will yield my time for that purpose. 

Chairman Ricuarps. If anybody wants to continue this line, that 
will be all right. I am going down the line now. 

Mr. Barrue. I will vield my time to you, Mr. Chairman, in orde: 
to continue this discussion. 

Mr. Jupp. I will yield my time to vou, Mr. Chairman, because | 
think this ought to be at one place in the record. IL can ask my 
questions the second time around. 

Chairman Ricuarps. Doctor, you are going to have something to 
say. We know that. If your time is not available, vou are going to 
be in a bad fix. 

Mr. Jupp. Maybe you will get answers to my questions before vou 
get tome. I hope so. 

Mrs. Bovron. I just want to support Mr. Judd’s suggestion that 1! 
all be at the same place in the record. 

Chairman Ricuarps. All right. That is 10 additional minutes 
You may go ahead on that, sir. 

Mr. Foster. I was saying, Mr. Chairman, you had these three jobs 
to do in any event, and I started to say, as a part of the mechanism to 
carry out those three jobs the NATO organization, which is an inter- 
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national organization, Is a necessary part of the whole thing to con- 
tinue. Weare concerned in your question, however, with what should 
be the United States mechanism to get on best with the United States 
art of this over-all world “re I think there are perhaps four ways 
hat that could be done, and I will outline four ways, as I see it, al- 
though there may be a number of othe rr Ways. 
One, we could do, as is recommended in the President’s message and 
ithe bill, based on existing legislation, with some chanees, and go 
thead with an economic agency such as ECA—and it is possible to 
nve the name, as was suger sted the other di: ay. We would need 
ne mi ilit wey phrase sof this to be continued by the milita uy. We woul | 
ed the coordination of both of those by the State Department, and 
that coordination could be accomplished, as at ee sent, through the 
Ir ternational Security Affairs Committee, which was established by 
‘President. That organization is working at getting the job done. 
It ‘Sen hac a cood Many weaknesses, which weannesses, | believe, are 


being overcome. 

You could move to a second alternative of the general nature of that 
recommended in the Gray report-——the establishment of an Overseas 
Keonomic Administration which would continue with the kind of 
things that ECA has done, and you could add to it certain other eco- 
nomic functions, such as claimant agency work for all foreign coun- 
tries; the development of strategic materials for the free world; 
vreater responsibility in terms of loans; a greater responsibility in 
terms of technical assistance; a policy guidance, perhaps, on export 
controls; the procurement of materials for the United States, which is 
now done in several places in the United States Government. 

Another method which could be used is a combination agency 
which would have both military and economic functions, as recom- 
mended in the Committee on the Present Danger Report. 

Or, you could move to what perhaps for long term purposes more 
nearly conforms to the spirit of our constitutional set-up. You might 
move toward a Department of Foreign Affairs, which would have an 
Economic Section, a Military Section, an Information Section, and a 
Political Section, under an expanded, unified Department of Foreign 
Affairs. The economic functions which are now carried out by ECA 
might properly be put in that with somewhat the structure that vou 
now have in the Department of Defense, with coordinated depart - 
ments under the Secretary of Defense. 

The unthinkable thing, from my viewpoint, at least, would be to let 
ECA terminate on June 30, 1952, or earlier, with no alternative as a 
means of carrying out what [ consider to be, and which I stated in my 
prepared statement to be, the necessary economic functions to dis- 
charge the responsibilities for leadership which we have in the United 
States, whether we Like it or not. 

One variation of those four alternatives which would be to take the 
functions that ECA now has and parcel them out among present 
agencies of the Government. That would be a dismemberment, and 
| think it would be a dismemberment which would be fatal to the 
patient. I mean by that we have these claimant functions. You 
could give that to the Department of Commerce, who is effectively 
carrying out part of that for part of the world now. 

The dismemberment to which | refer as being fatal would consist 
of what I believe would be the breaking up of a very effective oper- 








164 THE MUTUAL SECURITY PROGRAM 


ating organization which has, in terms of the interest of the United 
States, assets which, with the world as it is, | do not think we can 
afford to lose today. 

I think there are many other studies and ideas on this genera! 
subject. 

You all, of course, read the Gray report and the Rockefeller report 
and the Committee on the Present Danger report and the Brookings 
report. Also, the Bureau of the Budget has made a number of studies, 
as have other private organizations. The NAM has made some ree- 
ommendations. Also, the Chamber of Commerce, and everybody 
and his brother, I think, has an idea as to how this should be done. 
So that I do not want to be too dogmatic in making any specific 
recommendations, but 1 would like again to emphasize what I think 
are three principles—three fundamental principles that, from my ex- 
perience, L believe, should be kept in mind. 

The first is that if you have a clear operating job to do—and | 
think we have in building economic strength to support military 
strength in the free world—TI think it can be best accomplished by 
delegating to an independent operating organization of stature, 
responsible to the President of the United States, that particular job 
of operations within the framework of foreign policy. 

Second, and I am very proud of this asset—I think we do have a 
current asset in terms of people and methods in ECA which has done 
a job for 3 years and obtained the confidence of the countries with 
whom it works around the world, and has obtained at least to some 
degree the confidence of the Congress and the people of the United 
States, and which has worked out institutional relationships not only 
within its own organization, but with the other departments of thi 
United States Government. 

All of those things take time and energy, and thought, and should 
not be lightly disearded. 

The third one is this—and it is a corollary of the last one I men- 
tioned—whatever is done, | recommend it be done promptly, so that 
we do not lose by attrition the benefits of that asset to which I have 
referred. 

I could talk on this almost indefinitely, but I think those are the 
highlights of the basic principles which [ believe should be maintained. 

Chairman Ricnarps. What do you mean by “promptly”? Do you 
mean in this act, that is, in the law we pass this vear, if we pass it? 

Mr. Foster. Yes, sir. [think so. I think in view of the questions 
that have been raised, and in view of the many suggestions that ECA 
be terminated, that it is very essential that vou in your wisdom, and 
the Congress, come out with any legislation which is directed to that 
end, and do it promptly, and do it at this session, if possible. Other 
wise, | am sure that as always happens tn the case of an agency whos 
future is uncertain, you inevitably lose a lot of your very best peopl 
who, at a time when there are great requirements for brains in privat 
industry and in government, will, of course, move to those jobs where 
they think they are eoing to be useful over a longer period, 

Chairman Ricuarps. Would you put a terminal date in this act 
for military aid too? 

Mr. Foster. I think that has great psychological advantages. — | 
know in Europe in our early attempts to get the cooperation and 
energetic acceptance of programs by European governments, the fact 
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that we could sav to these people, “Gentlemen, you cannot delay; 
you must not procrastinate; you must move ahead with these things, 
because come 1952, or perhaps earlier, you will be faced with the 
necessity of being on your own feet, and you will not have this aid 
any longer available’’—I think that psychologically was a great help 
in getting on with the job, Mr. Chairman. 

Chairman Ricuarps. Mr. Foster, the additional 10 minutes have 
expired. Unless some of the other members would like to go along 
on that, I will start around the table and I will allow the time for that 
purpose. Mr. Vorys. 

Mr. Vorys. No questions at this time, Mr. Chairman. 

Chairman Ricuarps. Mr. Gordon. 

Mr. Gorpon. No questions, Mr. Chairman. 

Chairman Ricuarps. Dr. Eaton. 

Mr. Earon. No questions at this time. 

Chairman Ricuarps. All right. Mr. Mansfield. 

Mr. Mansrietp. Mr. Foster, as always, it is a pleasure to have you 
before this committee and to partake of the benefits of what you have 
lo Say. 

Carrying on this subject along a little different line, what countries 
do you anticipate can be taken out from under the European recovery 
program before the end of June 1952? 1 should say, what additional 
countries? 

Mr. Fosrer. Yes. You are familiar with the fact that in Portugal, 
and Ireland, and Sweden, and in the United Kingdom, we have asked 
for no funds for economic assistance in our proposed bill. 

To answer your further question is rather difficult because it de- 
pends to a considerable extent on the load which the countries pick up 


and the speed with which they undertake an additional arms program. 
Chairman Ricuarps. Mr. Mansfield, it is possible that the witness 
would rather answer that in executive session. I do not know. If 


you do, say so. 

Mr. Fosrer. My difficulty is L really cannot answer it because it 
depends on the load they undertake. If certain countries do no better 
than they have done so far, perhaps it would be unnecessary to have 
that economic assistance. I would prefer to specify which those 
countries are in executive session. However, our request to vou for 
funds is based on our anticipation of the load which the proposed 
programs will put on those countries, and on what the countries will 
do in terms of political and economic decisions to carry it out. The 
effect of that 6 or 7 months from now is very difficult to anticipate. 

| can say this: I think vou may have something of this sort in mind. 
lt is my opinion that at least this part—the economic recovery part 
of the Mutual Security Program—is one in which the amounts we 
will request next year would be less, rather than more, based on any 
projections we can make today. 

Mr. Mansrretp. Well, Mr. Foster, I am in full accord that this 
program, as such, should cease in 1952, and I have stated so on a 
number of occasions in the past 2 years. I know also you and your 
chiefs of missions in the various countries have issued statements to 
the same effect that the ECA end in 1952. I think, therefore, on the 
basis of the facts as we see them, that the program should continue to 
June 1952, because there are certain countries that, so far as I can see, 
vou cannot take out from under the program, and that would be true 
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not alone by that date, but some consideration will have to be given 
to those particular countries after that date. 

I refer specifically to Italy, with its huge population and land 
problem; to Greece, which is in somewhat the same category; and to 
Austria, in which we have a peculiar interest as an occupying power 
in a liberated country. 

Those nations are not and will not be able to stand on their own 
feet, economically speaking, at the end of the ECA program in June 
1952. Is that right? 

Mr. Fosrer. | doubt that they will, and I would add perhaps 
Iceland to that as another country. Did you mention Germany? 

Mr. MANsFretp. No. 

Mr. Fosrer. Well, Germany is questionable. I do not know. 
There are probably six countries that might, even with the best of 
luck, have required continued economic assistance today, even though 
they had not faced the additional burdens due to this rearmament 
activity. 

Chairman Ricuarps. Your time has expired, Mr. Mansfield. 

Mrs. Bolton. 

Mrs. Bouron. Mr. Chairman and Mr. a: You have perhaps 
540 persons in your organization abroad, or something like that. Is 
that right? 

Mr. Foster. No. We have more than that, Mrs. Bolton. We 
have ceilings roughly in Europe of 1,100 Americans. 

Mis. Bovron. Well, some of those are siaff people, are they not? 

Mr. Fosrr. Oh, ves. A good many of them are staff people. 

Mrs. Bouron. That is what I mean. I was speaking particularly 
of the top groups. 

Mr. Fosrer. Officers and technicians. 

Mrs. Bovrox. Let us not concern ourselves with the exact numbers 
particularly, but what I was wondering about was whether the change 
from or the emphasis on the economic to the emphasis on the military 
would mean a change of personnel or just of emphasis? 

Mr. Fosrer. No. It will mean a change of personnel, which has 
already begun to take place, because we have been shifting our focus 
of activity starting last fall. 

As I indicated in my statement, we believe that one of the most 
productive ways in which we can use our resources is to increase 
productivity. In fact, unless we are able to increase productivity it 
would seem to us impossible to do this job as we see it, and impossible 
to get sufficient production, so that we can meet the need of additional! 
military goods as well as maintaining a decent standard of living. 

Therefore, we put more emphasis on the productivity aspects of 
our field activity than in previous times, and that has meant somewhat 
less emphasis on economic appraisals, and has meant a change in 
personnel, which has been underway for some months and is being 
accelerated in the expectation that we will be successful in getting 
funds to go on with this job as we see it. 

The numbers may remain about the same, but the kinds of people 
are changing, and some of the sizes of the missions are changing, 
because we may need more people for this sort of thing in France, as 
an example, than we would in Norway, which has not so many oppor- 
tunities for increased industrial production. 
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Mrs. Botron. When I was there 2 years ago in Paris I spent quite 
a good deal of time in the Department in Europe, particularly in the 
industrial end. I was particularly interested in the type of men you 
had, and their thorough comprehension of what was going on. I just 
wanted to know what you are doing in view of changed conditions. 

May I ask about the possible pool of strategic materials? We have 
had oceasional word that the countries of Europe have felt that the 
United States was taking too large an amount of the strategic mate- 
rials which have been and are in scarcity, if we are expecting them 
to go into production. Is there any method being developed to divide 
these strategic materials a little more realistica!ly? 

Mr. Fosrrer. Yes, Mrs. Bolton. That is a real problem and is a 
very natural sort of development. We, as the greatest industrial 
Nation in the world, accepting as we have the responsibility of pro- 
viding much of the goods to start this program 

Mrs. Bouron. May I interrupt at this moment, Mr. Foster? 

Mr. Foster. Sureiy. 

Mrs. Bovron. | think it was during General Marshall’s testimony 
there was developed the fact that France could make parts of war 
materials, as was brought out at that time, and it was said the United 
States wanted to send over a complete product rather than only the 
parts, that the assembling which could be done in France was not 
being done because our military are a little insistent on doing it all. 

Is that part of your problem in materials and so on? 

Mr. Fosrrer. I think at the start of the program it was. I think 
much progress has been made. The method through which we are 
attempting to get a fair allocation of materials, so that we can have 
these other countries make their contribution, is through a series of 
international materials committees. They have been established 
under the Defense Production Administration. The poliey under 
which those allocations are made, in general terms, has been set forth 
in a document issued by Mr. Wilson not long ago. That document 
was actually prepared by a Committee of which I happen to be the 
head, the Committee on Foreign Supplies and Requirements. It sets 
forth the basic procedures under which materials should be shared in 
order to develop best a balanced strength at home and abroad. ‘That 
isa statement of what you want to aspire to. It will never be achieved 
in exactly those terms. 

Since the United States does have means of getting a good many of 
these materials there have been in the past some accusations that we 
are taking too much. I think that is a false accusation. I think we 
have made very equitable distributions of such things as sulfur and 
molybdenum, of which we are the largest producers in the world, and 
because of that we are getting the same kind of cooperation from other 
nations who supply us with what we need. 

Mrs. Bouron. Thank you. 

(The following was submitted for inclusion in the record: 

Economic COOPERATION ADMINISTRATION, 
Washington, D. C., July 11, 1951. 


Hon. Frances P. Bowron, 
House of Representatives, Washington, D. C. 
My Dear Mrs. Bouron: The following paragraphs contain answers to the ques- 
tions which you asked me at the committee session on Tuesday, concerning the 
Financial and Economie Board (FEB) of the North Atlantic Treaty Organization. 
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Background; why was it created and by whom 

Ever since the beginning of the NATO organization there have been a constantly 
increasing number of financial and economic problems varying in scope from the 
general problem of financing the rearmanent effort to the specialized problems of 
raw materials, shipping requirements, etc. In the early stages, these problems 
were entrusted to a number of special working groups under NATO. When it 
became clear that the financing of rearmament would be a major limiting factor in 
carrying out NATO military and production plans, the United States proposed 
in the NATO Council Deputies that all of the financial and economic activities of 
NATO be handled in one Financial and Economie Board. This proposal was 
adopted on April 30, 1950. The new Board is thus one of three major segments of 
the NATO organization, the other two being the Military Committee (and stand- 
ing group), and the Defense Production Board. These three elements are coordi- 
nated by the Council Deputies. 

The Financial and Economie Board was set up in Paris in order to take full 
advantage of the secretariat and national delegations to the Organization for 
European Economic Cooperation. You will remember that the OEEC repre- 
sented a very important step in trying to get unified thinking in Europe with 
respect to the common economic and financial problems; FEB represents another 
very important step in this direction. 


What has it accomplished? 

FEB was set up only a few weeks ago. The principal task undertaken by the 

soard to date is the “burden sharing” study. This involves the submission by 

each member of NATO of a detailed account of the military effort it is making 
and of the impact of that effort upon its economy. Member countries are sub- 
jected to a detailed cross-examination of their submissions which cover the 
magnitude of their effort, the measures they are taking to maintain the stability 
of their economies, and the effects of their military expenditures upon levels of 
consumption and investment as well as upon their balance of payments. On 
the basis of these examinations, the FEB is expected to arrive at conclusions 
and recommendations regarding the relative burden assumed by each country 
and to make recommendations with respect to aid so as to assure an equitable 
sharing of burdens. While these recommendations are not binding on any of 
the member countries, they should promote the assumption by each country of 
its fair share of the economic burden of maintaining the defenses of Western 
Europe. 

During this period FEB has also initiated studies of the defense shipping 
requirements and has begun to consider the problems involved in financing the 
carrying out of DPB’s recommendations on production. 

Backstop arrangements 

Backstopping for Ambassador Wood is provided by the Program Division of 
his own staff in Paris; the staff of the Assistant Administrator for Program in 
ECA/Washington; and an interdepartmental group chaired by ECA (under the 
International Security Affairs Committee) which brings to bear on the problems 
dealt with by the FEB the points of view and information available to the Depart- 
ments of State, Defense, Treasury, ECA, and Mr. Harriman’s Office. 

Sincerely yours, 
Wiiu1aAmM CC. Foster, Administrator. 

Chairman Ricuarps. Thank you, Mrs. Bolton. Both the reporters 
and the press have requested that the witness and the questioners 
speak a little louder so that they can hear the questions and answers. 

I believe, Mr. Battle, we skip over you now, do we not? 

Mr. Barrie. Yes, sir. 

Chairman Ricuarps. Mr. Smith. 

Mr. Sarva. Mr. Foster, in your prepared statement you referred 
to the standard of living of the people of Europe and said that the 
average per capita was about $525. 

Mr. Foster. That was France, Mr. Smith. 

Mr. Surrxu. That was France? 

Mr. Fosrer. Yes. 

Mr. Sarre. What was it in 1948, do you know, Mr. Foster? 
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Mr. Fosrer. I would have to check this figure. My recollection 
is it was about $400. I can get that for you. It was somewhat 
lower, Mr. Smith. They have made, as I indicated, a very substantial 
improvement, but 1948, I can assure you, was a very low level indeed. 

In 1948, the per capita income in France, in 1948 prices, was esti- 
mated at $380. A better comparison, which permits adjustment for 
price changes, is the per capita gross product at constant prices, which 
was $591 in 1948 and $667 in 1951. 

Mr. Smirxa. With productivity up 40 percent or more, should not 
the standard of living be greatly higher than what you enumerate here? 

Mr. Foster. The standard of living has improved. The production 
to which you refer is industrial production, however, and much of 
that has gone into increased capital facilities in order to build up the 
plant which would continue this, come the end of the Marshall plan. 

In other words, very little of the increased industrial production has 
as vet in most of these countries become available to the people of 
these countries in terms of better standards of living. I think as a 
general statement most of these countries have reattained about the 
level of their prewar standard of living in terms of availability. In 
terms of variety, in terms of a wide choice of things to wear, and eat, 
and enjoy, the levels are not as good as they were before the war. 

However, we have deliberately encouraged relatively a much larger 
investment program in these countries than has been undertaken in 
the United States, undertaken with the view of their being able at 
the end of the Marshall plan to support themselves without external 
assistance. 

Mr. Smiru. Is that not the basic thing that we are driving for if 
we are going to make any successful counterattack against com- 
munism? These people are not concerned about whether they live 
under a republican form of government or whether they live under 
communism if they can get a decent standard of living. Until they 
attain a decent standard of living I cannot see how we can make 
much progress by rearming them. 

Now, we admit that this rearmament program is going to vars a 
considerable impact on the standards of living. For myself it seems 
to me that we have neglected to approach the problem tes the 
economic standpoint. In other words, until we can help to create a 
more favorable attitude on the part of these people through economic 
stability we cannot hope to do much to defeat communism: until this 
is accomplished we cannot hope to reach our objectives. We have 
not succeeded in moving toward political and economic integration 
and I doubt that we have spent our money wisely. 

If you would care to make an observation on that, | would like to 
have it. 

Mr. Fosrrer. I think fundamentally you are quite right. I think 
men do not always live by what they have. I think what we have 
been able to do is to give them a hope that they would have something 
better through this continuing improvement. I think more important, 
perhaps, in many instances, than actually having it in hand is the 
hope of something to aspire to. I think that is the great difference 
between Europe today and Europe in 1947 and 1948, when they had 
none and when they were living under these desperate conditions. 
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We have not done enough toward the thing you speak of. We have 
not been able to see that the benefits of this increased production have 
gotten down to the people who are producing, and the great mass of 
people. With the help of many sectors of our own economy we are 
devoting much of our emphasis to that now. 

We have had the strong and very useful support of the American 
free labor unions in doing that sort of job abroad. We are hopeful 
that this productivity drive on which we are putting so much em- 
phasis will be accompanied by a fairer division of the additional fruits 
of that productivity, so that the additional production will be divided 
not only to the owners of the businesses, but will also get to the con- 
sumers, and to the workers, so that vou will get a better standard of 
living among the workers and the mass of people in these countries. 

You are quite right. Until we are able either actually to accom- 
plish that, or until we are able to give them a greater hope of that 
early achievement, we will not get the support of the peoples for the 
kind of life we are promoting, and for the things we are trying to get 
done. 

Mr. Smirx. I think we are coming out second-best on the propa- 
anda that the Communists are advancing, namely, bread and peace. 
‘hat is what they are talking about. 

Chairman Ricuarps. Your time has expired, Mr. Smith. 

Mr. Smrrx. Thank vou, Mr. Chairman. 

Chairman Ricuarps. Mr. Carnahan. 

Mr. Carnanan. In assuming or stating that the purposes of the 
ECA are largely accomplished, are we assuming that the European 
countries have developed an economy strong enough and productive 
enough to produce a reasonable standard of living for their people? 

Mr. Fosrer. Mr. Carnahan, we had hoped that they would, and 
had it not been for the new need of taking great quantities of available 
goods out of their production for purposes of rearmament, we had 
hoped that they would be in that shape, on a thin basis, but on a 
bearable basis. 

What has happened, as Mr. Smith indicated, was that the diversion 
of the production to this new build-up of military strength does inter- 
fere with the availability for consumption, and it does give us a great 
problem of balancing the military build-up against the need for main- 
taining a decent standard of living. 

The only way we can get it is by still greater production and pro- 
ductivity plus the fact that for the foreseeable future we will have to 
continue to give them economic aid, as well as military end-item aid, 
because without that in handling both those jobs they would not 
achieve what vou have in mind. 

Mr. CARNAHAN. Is not this new demand then for military aid a 
justification for further continuation of the thing we have been 
doing under ECA? 

Mr. Fosrrer. In that sense it is, since the economic assistance we 
give will be partly for the purpose of providing commodities that they 
will have to have to eat and enjoy. But, the great part of this new 
aid we are asking for—the $1,650,000,000 for Europe—is that which 
is designed to build up the productive facilities so that within a 
reasonable period they will be able to sustain this military load 
without the need of necessary end-item assistance from us as well. 
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In other words, if it were possible to divide the $1,650,000,000 
into two parts—and it is not, because they overlap—the smallest 
part of that amount would be for the purpose of commodities to 
sustain the standard of living. The largest part of it is for the pur- 
pose of building up productive facilities, purchase of raw material 
to assume the military production load, which is the other part of 
the twin job we now have. 

Mr. Carnanan. Will the assumption of carrying the military load 
mean a reduced standard of living for the masses? 

Mr. Fosrer. It may well lead to that in some countries. The 
question is always on the part of the governments of these countries, 
as to whether they can afford to cut back the standard of living in 
the particular country in order to undertake this additional military 
load. With the economies so thin in some countries that will be 
very difficult to do. In faet, it will be difficult in all the countries, 
but it will be much more difficult in some countries than others. 

We have a very difficult job, and a very difficult choice always, 
as to whether that will defeat the purpose we are trying to achieve 
ornot. If it goes too far, of course, it may, as Mr. Smith said, make 
a reduction in the standard of living which may put us back to where 
we were in 1948. That is the dangerous and difficult choice we have 
ahead of us in all these determinations. 

That is why when we say, “Can they not arm faster than they are?” 
that final verdict is one that we cannot make for them here. That is 
a verdict that in most cases the governments of those countries have 
tomake. Of course, we want them to go just as far as it is possible 
to go, but we recognize they must not vo so far that they will lose 
what we have built to date in these last 3 years. 

Mr. Carnanan. Of course, it is not possible to build a military 
strength unless vou have an economic base to support it. 

Mr. Fosrer. It is absolutely impossible, and the military strength, 
in my opinion, would be of little avail unless vou had economic 
strength behind it. 

Mr. Carnanan. That is all, Mr. Chairman. 

Chairman Ricuarps. Mr. Merrow. 

Mr. Merrow. Mr. Foster, vou have stated, and I believe correctly 
so, that there is only one way in which Europe can shoulder a larger 
rearmament effort, and that is by way of increased production and 
vreater unification. Is not greater unification one of the fundamental 
prerequisites to increased production on the Continent? 

Mr. Fosrer. Yes, sir. Itis. Without it vou do not have the free 
low of materials; vou do not have the outlet for the production that 
vou are moving toward. Therefore, a prerequisite of this greater 
strength is greater unification, 

I think General Eisenhower made a very excellent statement of 
that in his speech before the English-Speaking Union in London a 
dav or so ago, on July 4. It is something we have pushed very hard 
ever since the spring of 1948, and | think in terms of accomplishments 
as contrasted with a normal pace in history, we have made a lot of 
progress, but there is still a great distance to go. 

Mr. Merrow. That leads me to ask the second question. 

You point out that there have been substantial gains toward greater 
economic unity, and you cite the European payments program and 
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the Schuman plan. However, even though there has been that prog- 
ress, that progress is not as great as you think it should have been? 

Mr. Foster. No. We would like to have seen even greater strides 
toward unification. We would like to have seen the complete elimi- 
nation of quota restrictions—quantitative restrictions on trade be- 
tween these countries. We would like to see the procurement of 
goods for this military effort done freely across the international! 
borders. We would like to have seen the Schuman plan come into 
full being before this time. It is not as yet ratified, as you know, 
by the governments themselves. It has been initialed by the ministers 
and we are hopeful it will be accepted, but many of those things we 
had hoped for long before this time. 

However, there is one other organization and one other effort which 
I would like to refer to briefly, if |! may. That is the Organization for 
European Economic Cooperation. In my opinion that is one of the 
greatest evidences of at least economic integration that has ever taken 
place as between sovereign governments, and I think in their 3 years 
of life their achievements are tremendous, and [| think they are con- 
tinuing. Iam hopeful that with their continued efforts and emphasis 
they will bring about some of these other, faster movements toward 
complete integration of the economies of Europe, without which we 
will always be handicapped in achieving this build-up of complete 
strength. 

Mr. Merrow. You are asking for $1,650,000,000 for economie aid. 

Mr. Fosrer. That is for Western Europe. 

Mr. Merrow. Yes. What harm would there be in making progress 
along the lines you have spoken of, by establishing certain conditions 
that we expect fulfilled for the giving of this aid? In other words, 
condition the aid by insisting that progress in the field you have 
mentioned must be made. 

Mr. Fosrrer. There are certain statements in the present. legis- 
lation, Mr. Merrow, that set forth the desires of the Congress and 
the people of the United States to that end. If you are too specifie in 
vour conditions as to what should be done within certain times it 
does seem to me that you may lose the really strong motivating 
force, which is the willingness and the desire of these people to do this 
themselves. 

Now, this whole effort, I think, has been based on the philosophy 
of our helping other countries to help themselves. The job has been 
done by them. It has not been done by us to the greatest extent. 
We have given the essential marginal assistance in this job, but 
basically the genius of this plan, in my opinion, was its emphasis 
on their helping themselves. 

If vou put such strict requirements as to time and specific accept- 
ance in a bill that it perhaps reduces their freedom of action and 
their whole-hearted support of an activity, you may lose some of 
that spirit from within that gets the job done. 

I have felt always in the imposing of conditions that we should be 
very careful, and we should have in mind that this is a partnership 
as between full partners, and is not an attempt by us to tell these 
countries exactly how they should meet the conditions which they 
usually know somewhat better than we. 

Mr. Merrow. But if you spend the money without having any 
conditions the day will come when you have no leverage left, and the 
goals that you have set for them will not be obtained. 
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Mr. Foster. Well, we have methods of achieving the objectives 
of the legislation, because we do not have to release the funds. My 
point is | would prefer it not be too strict a specification as to how, 
when and why. I think you need flexibility, in other words. 

I think the objective should be stated. I am perfectly in accord 
with you on that, but I think if you state the objectives and say, 
“You will not get this money unless you achieve this particular 
objective in this particular time,” I think you may lose the motive 
power of this activity. 

Chairman Ricuarps. Your time has expired, Mr. Merrow. 

Mr. Zablocki. 

Mr. Zaszocks. | really do not have any questions, Mr. Chairman, 
but I do wish to take this opportunity to express my sympathy with 
the problem you have to face, Mr. Foster. The critics who are 
charging that there is insufficient military cooperation by our allies, 
admit that the military effort in Europe is and may further hamper 
the economic recovery progress. ‘These same critics in past years 
sought to limit drastically, opposed and critiziced our economic aid 
to those countries. In my humble opinion, our allies on the whole 
have done remarkably well economically and militarily, considering 
their circumstances. It appears they criticize and oppose simply for 
the sake of opposing any efforts. 

Mr. Foster. Thank you, sir. 

Chairman Ricuarps. Mr. Fulton. 

Mr. Futron. First, I would compliment you, Mr. Foster, and 
your excellent organization. 1 think you are doing a very fine job. 
We in America are very pleased at the acceptance ECA has received 
everywhere, and at the tact and diplomacy with which it has been 
carried on. 

You have made a suggestion that there be a Department of Foreign 
Affairs. If that is the case, as a suggestion, What would you then call 
the State Department? 

Mr. Fosrer. Mr. Fulton, I suggested as a possible alternative that 
that was one way of handitme this particular sort of activity. If this 
were undertaken this would supplant the State Department. In 
other words, it would be a Secretary of Foreign Affairs who would be 
the man in the United States Government in charge of our foreign 
policy, and the top administrator of these coordinated departments, 
namely, the Foreign Economic Affairs, Foreign Military Affairs, 
Foreign Information Affairs, perhaps, and Foreign Political Affairs, 
or Whatever you might call that. 

Mir. Fuuron. So that if that technique were adopted—not saving 
we were adopting it—it would result in the abolition of the State 
Department? 

Mr. Fosrer. 1 do not want to be misquoted in any sense of the 
word, Mr. Fulton. 

Mir. Fuutron. No. In our present sense of the State Department. 

\ir. Fosrer. | think it would supplant the State Department; ves. 

Mr. Fuvron. And it would really put the economic matters higher 
than the policy matters in such a department? 

Mr. Foster. No, I do not think so. The Secretary of State would 
De charged with the foreign policy of the United States—the Secretary 
of Foreign Affairs, in my opinion. This is not a thoroughly though? 
through suggestion, I might say. 

Mr. Futron. And it is only an alternative? 








174 THE MUTUAL SECURITY PROGRAM 


Mr. Foster. It is only an alternative. He, as always—the Secre- 
tary of State, or the Secretary of Foreign Affairs, or whatever his title 
might be—would be, as presently, charged with the foreign policy o! 
the United States under the President, and the foreign economic 
affairs would be on a par with these other departments, which would 
report to this super-Secretary. They would be equivalent to th: 
political desk, if vou want to call it that, and equivalent to the foreign 
military activities, and equivalent to perhaps an information, or what- 
ever vou want to call that activity, but would not in any sense be 
superior to— 

Mr. Futron. The policy-forming body? 

Mr. Fosrer. That is right. 

Mr. Futron. There is now a group that is just leaving for Europe 
ona trip from the United States that has been announced as a demon- 
stration of the height of unausterity. They are supposed to be doing 
the tour in an old-fashioned reckless style. These special tourists will 
have special trains for them, and special cars. They will be seen in al! 
the European cities with a chauffeur and a footman, and each one of 
them will have a separate automobile. Now, why do you not ask to 
have their passports canceled, because while the ECA may be saying 
to the little people of Europe to pull in their belts, reduce their standard 
of living and accept a program of austerity, you can never undo what 
those 17 people will do in 3 weeks in Europe. You will never undo it 
by a Voice of America program saying that there are two cars in 
every garage in America, against such a publicized and organized 
demonstration. 

I would like to stop it and block it, because they have blatantly 
announced this trip as a demonstration of unausterity at its peak. 

Our Government officials come up before this committee and say 
we must reduce the common people of Europe to the point of austerity, 
and to the point where we almost force them into communism. 
How can we sell them as a propaganda matter on our type of life 
when we permit through the State Department such a thing to go on, 
blatantly challenging everything that we do around this table? 

This group has adopted the opposite of what we in the Governmen| 
have said should be our approach toward our mutual security pro- 
gram, that we want austerity here and controls here. This group 
openly takes the opposite of what we say, and, as a propaganda move, 
goos through Europe and destroys everything that we build up, and 
does it with Government consent. 

Mr. Smirx. Will the gentleman vield? 

Mr. Fuuron. I yield. 

Me. Smrvx. For the sake of the record, who are these people? 

Mr. Fuitron. I guess we had better not identify them by name, 
Mr. Smith. 

Mr. Smrra. Where are they from? Are they from Congress? 

Mr. Fuuron. Their names are in the papers. 

Mr. Fosrsr. No; they are privaie individuals. 

Mr. Jupp. They are paying $14,500 apiece for the privilege of! 
throwing away the money which is burning holes in their pockets 

Mr. Barrie. They must be Republicans, because no Democrats 
have that much money. 

Mr. Jupp. It’s only the Democrats who have been on the payro 
these 20 years who have that much money. 
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Mr. Foster. Mr. Fulton, I think it is a very unfortunate example. 

Chairman Ricnarps. Your time has almost expired. Do you 
have a question, Mr. Fulton? You have half a minute left. 

Mr. Futron. There is a serious side to it. When we are trying 
by words to convey an impression for our mutual security and then by 
deeds permit passports to be issued for such a thing, then certainly 
| believe we ought to combine our passport policy, and our economic 
policy, and our foreign policy, and see that we put our best foot for- 
ward. Do you not agree with that? 

Mr. Foster. I agree this is a very unfortunate example. The only 
thing I will say is that it does provide some dollars for those countries 
which are short of dollars. As to whether we should use the visa to 
restrict the independence of the American citizen who wants to spend 
his dollars abroad that way, | have no opinion on that. 

Mr. Futron. You certainly do not say it is justified? 

Mr. Fosrer. | think it is a very bad example. 

Chairman Ricuarps. The gentleman’s time has expired. 

Mr. Ribicoff. 

Mr. Ristcorr. Mr. Foster, would you estimate that the Soviet is 
spending in excess of $1,650,000,000 throughout the world for propa- 
ganda, subsidization, and subversion? 

Mr. Fosrer. I am sorry; I did not get that question. 

Mr. Risicorr. Would you estimate the Soviet Union is spending 
in excess of $1,650,000,000 a vear througheut the rest of the world for 
propaganda, subsidization, and subversion? 

Mr. Fosrer. I have no quantitative estimate on that. They are 
spending tremendous amounts, which are substantially in excess of 
anv amounts we spend for that purpose. Whether it would come 
to that total or not, I do not know, and I am not sure that much of 
What they do costs them very much money. Certainly they have 
hundreds of people engaged in it; certainly they issue thousands of 
manifestoes; certainly they control many organs of public opinion, 

| have no really good opinion on whether the total would come to 
that or not. 

\Ir. Risicorr. Mr. Foster, from everything you have said it 
would appear vou cannot separate economics from our foreign policy 
and our diplomacy. Is that correct? 

\Ir. Foster. That is correct, sir. 

\Ir. Ripicorr. Are you not and are we not kidding ourselves when 
we talk about terminating this program by June 30, 1952, and then 
viving it another tag? 

\Ir. Fosrer. If it is simply a question of another tag, I think vou 
are probably right. However, | think that the job from here on is 
a somewhat different one, especially if new functions were added to 
the Keonomic Aid Administration— as might be done under two of 
the four alternatives I mentioned earlier. 

Now, I think that there is a grave question in terminating it, as 
| pointed out, because I think you do run a risk of losing assets, which 
i my opinion are very useful assets to the United States 

\r. Risicorr. Then why do we not be realistic and tell the other 
\lembers of Congress and the people of the United States, that al- 
though we originally thought we could finish in 4 vears, we now find 
ve cannot, because of the world situation? Do you not think frank- 
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ness on your part and frankness on our part is the best way to handle 
the situation today? 

Mr. Fosrer. I am thoroughly in accord with frankness. I think, 
however, the job is a different job, and I think it is quite appropriate, 
therefore, to recognize it as a different job. I think that is not in any 
sense covering up the situation. I think it is a question of balancing 
the gains and losses in making this transition. 

Mr. Rreicorr. All right. For 4 years you have built up all over 
Europe—and when we go over there we see it—the symbols ECA, 
ERP, and the Marshall plan. You have made an impact on the mind 
of the world and on the mind of Europe with these symbols. Good 
symbols are hard to build up. Are we going to do comparatively the 
same type of work in the new program and then change all our sym- 
bols? That, I think, is something to consider in scrapping ECA. 

Mr. Fosrrer. I agree. 

Mr. Risicorr. And in scrapping ERP. 

Mr. Fosrer. I agree. I think you have to weigh that against 
carrying out the promise that we would be through with the job 
in 1952. 

Mr. Riricorr. Another question, following up what Mr. Smith 
said about our propaganda line. We constantly emphasize the 
defense and security against war. Now, in ECA we are trying to 
sell the Congress and the people that economic aid is just an incident 
to the military. Do you really believe it is just an incident, or do you 
believe that economic assistance is part and parcel of our foreign 
policy, and that we should put our economic assistance on the leve! 
where it belongs, separate and distinct, or as important a part of 
our foreign policy as military aid, even though it does not take as 
much money? 

Mr. Fosrer. I think it is just as important as is our military aid 
in terms of our foreign policy. I think the continuance of it on that 
basis is vital. I think it should retain the standing within foreign 
policy that it now has, of an independent agency of stature. 

I am a little confused as to how to answer the rest of your question 
I believe that this is something without which the foreign policy of 
the United States could not be effective, and therefore I think it is in 
the interest of the United States to go on with our economic leadership 
and help to the rest of the world, as a part of our achieving our broad 
objectives in the world, and this kind of an agency, with another 
name, perhaps, and perhaps with a slightly different form, is essential! 
to that end. 

Chairman Ricuarps. Your time has expired, Mr. Ribicoff. 

Dr. Judd. 

Dr. Jupp. My time was vielded, Mr. Chairman. 

Chairman Ricuarps. Mr. Javits. 

Mr. Javirs. Mr. Foster, we are, of course, very glad to see vou 
here. You and Mr. Hoffman have made favorable records in this 
country and throughout the world. We have been up against two 
deadlines here recently, one on appropriations and one on the Defens: 
Production Act. What is our deadline on this act? Will you tell us 
just what we are supposed to do, and by when we are supposed to do 
it, Mr. Foster? 

Mr. Fosrer. At the moment, Mr. Javits, we are in business on a 
temporary basis. Each year, as you recall, we come before vou fo! 
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an authorizing bill, which we do not have at this point, to go on into 
fiscal 1952. We are operating, therefore, under the continuing resolu- 
tion, Which imposes many handicaps, because it does not recognize 
the new character of the job we are doing. Therefore, the deadline is 
vesterday, really, in terms of getting the bill through. 

The other deadline is one to which I referred a little earlier, which 
is that unless we get a prompt decision on what we are doing, we are 
going to lose, as we already are losing, the people who are part of this 
asset to which I have referred. 

So that I can only plead with you, sir, and your colleagues, that the 
sooner we can get on with this bill, the better it will be for us and the 
world, in my opinion. 

Mr. Javits. Do we have any deadline as far as our relations with 
other countries are concerned? After all, that is the big thing. 

Mr. Foster. No, sir; except that operating on this basis we are 
not as effective as we would be with the definite program ahead. 
Due to our relationships, which Mr. Ribicoff referred to, | think we 
can hold the confidence of the people with whom we work; but it is 
much more difficult, and it would be more effective with a definite 
program and a definite set of objectives in the law. 

Mr. Jatirs. It is a fact that to the extent of $500,000,000 of re- 
quested appropriation for economic aid, the difference between 
$1,600,000,000 and $2,200,000,000 in round figures, you are embark- 
ing on almost completely new programs in the Far East, Africa, the 
Near East, and Asia? 

Mr. Foster. Almost entirely new programs. We have had since 
last summer small programs in the Far East in our STEM missions. 
The $375,000,000 for the South and Southeast Asia is a substantial 
increase over last year’s activities. The $125,000,000 in the Middle 
Kast is a substantial increase, and the Latin-American is about the 
same, I believe. So that we would propose to undertake new pro- 
grams in several countries and did increase the programs in most of 
the countries where we have just gotten under way. 

Mr. Javirs. You are really going to underdeveloped areas also in 
order to develop new and much bigger sources of raw materials; are 
you not? 

Mr. Foster. That i certainly one of the objectives, although the 
basic objective, Mr. Javits, is to build up those economies, so that 
they are stable peoples and have a chance to survive in this woria of 
today. One of the possible benefits that would come to us out of 
that is an increased availability of strategic materials, but 1 think 
that unless we are able to build that stability, that benefit would be 
of little avail over the long haul. 

Mr. Javirs. Are you asking for enough money to do the job that 
needs to be done, or are you just asking for what you think you can 
get from Congress? 

Mr. Foster. We have always come to you, sir, with what our best 
judgment is as to what the minimum is to accomplish the objectives 
we have. We believe with this amount we can do a good job and 
achieve what we have stated to be our objectives, and what are the 
interests of the United States. 

Mr. Javirs. Do I have time for one more question, Mr, Chairman? 

Chairman Ricuarps. Yes. 
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Mr. Javirs. The reason I made that statement was this: On pag 
8 of your memorandum you make the statement: 

This will require { 
speaking of this new part of the program in Asia and in Africa— 
comparatively little capital outlay; rather it will require economic assistance mui ; 
of which is technical and advisory in nature. , 

When you turn over on page 9, you yourself tell us, speaking of thes; 
areas: 

They want agricultural and manufactured goods—trucks, textiles, mining and i 
engineering equipment. We must make this fair return, even out of our ow: ( 
scarce supplies, if we,expect a free flow of raw materials * 

That strikes me as a much bigger order than just a little technica ( 
assistance and advisory assistance such as vou referred to on page S | 
Can you make any comment on that? | 


Mr. Foster. Yes; 1 will be happy to. The reason for that is that 
most of these countries actually do have materials which they car 
sell to us for dollars in sufficient amount to meet most of their require- 
ments in the wav of commodities. The difference in the East, as 
contrasted with Europe, is the very much lesser commodit¥ program 
which the Asian countries have to move into, end the greater avail- 
ability of foreign exchange which they have through selling raw ma- 
terials to us. 

The thing they need is expert people who can work with them and 
give them better methods to achieve better production, agriculture 
and sanitation, and more instruction in how to operate a government 
and how to train people to furnish the basic governmental institutions 
which will strengthen the country. 

Those do not take much money, as compared with the requirements 
of Western European countries in terms of food and raw materials 
and in terms of the basic production equipment to turn out manufac- 
tured voods within those European countries. 

Chairman Ricnarps. Your time has expired, Mr. Javits. 

Mr. Roosevelt. 

Mr. Rooseveit. I would like to pursue the line Mr. Javits started 
I am completely in favor of the immediate necessity for a militar) 
emphasis in view of the world situation, and the attempt to regai: 
the military balance. I think, however, that implicit in this progran 
is a technical, or economic assistance program for underdeveloped 
areas, without a clear or very helpful statement of just what our 
objectives are. 

When we started the Marshall plan we spelled out our objectives 
and set a ‘: year period in which to accomplish them for Weste: 
Europe. 

I think we are embarking, and I hope we are embarking, on a pro 
cram for Southern and Southeastern Asia, and parts of Africa an 
Latin America, and of course the Middle East. However, I get th 
feeling we are reluctant to come out and say just what our objectives 
are, and what our long-range program is. I think it would be ver 
helpful, and certainly from a propaganda point of view, or a con 
vincing point of view, it would be very helpful in maintaining th: 
line in Southern and Southeastern Asia, particularly at this momen 
if those people had a feeling that we really have their ultimate econo- 
mic stability as a basic interest. 
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Do we not have a program? Has the ECA, for example, done any 
long-range planning on this line? Have vou taken into consideration 
the possibility of working with, or the United States Government 
working with an international economic development group or pro- 
gram? 

Mr. Fosrer. Yes, Mr. Roosevelt. I think that point is very well 
taken, and I should have separated out a little bit our European pro- 
cram, perhaps, from these other programs. 

Certainly the concept of technical assistance to the underdeveloped 
areas is one that | did not intend to measure in terms of a 2-, or 3-, 
or 4-vear program, because | think that may well continue for a long 
time. <As | indicated in my statement, it is not in terms of dollars 
of the magnitude we are talking about in Western Europe, but in 
terms of time it may be very much longer, and I think I said there is 
a long-term development program in those areas. 

In working with those countries we have utilized the United Nations 
and its subsidiary agencies, that is, the FAO and WHO, and UNICEF, 
and other of those activities. That is, we have coordinated with 
them in working in those countries. 

We in ECA do not work with the United Nations. That is a 
State Department relationship and any of our relations would be in 
the field where we would make sure we would not duplicate what 
they were doing, and in most of those southeast Asian countries where 
we operate we have always made sure those programs go side by side, 
so that we do not spend our people and our funds on the same things. 

1 think we have made a great deal of progress. 

As to your basic question as to whether we have made known to 


these people that that is our intent, we do do that. That is one of the 
basic considerations in dealing with these governments that we have 


emphasized. 

Mr. Roosrevevr. | think one of the problems is this letting it be 
known as to just what our program is. The point 4 came to the 
House in last vear’s bill at $45,000,000. It was cut down and finally 
vot through at $35,000,000. Yet, that is not our total program for 
that area, and propagandawise it is peanuts. 

Now, what I am afraid of is that we are not really getting over our 
total program. Point 4 is a nice term. The Marshall plan is a nice 
little eatechword, but as for vour work which we are doing in southeast 
\sia, Lam afraid we have not got the phrase for it. Perhaps that is 
the way [ can best express my worry. 

Mr. Foster. I think perhaps we have not got the phrase for it, 
but I do believe we have evained the confidence of those with whom 

are working in the southeast Asian countries where we have 
STEM missions. They are aware that, while ECA as such cannot 
make a long-term commitment, the United States has undertaken this 
iob of cooperative endeavor ith them. 

| think even more important than the catch phrase is the fact 
that we are on the job doing the job, and I think in terms of what 
these countries have told us that they are aware of that. 

Mr. Roosrveir. That is all, Mr. Chairman. 

Mr. Jupp. For the record, what do you mean by ““STEM  missions’*? 

Mr. Fosrer. Special technical and economic missions, to differenti- 
ate them from ECA missions in Europe. 

Chairman Ricuarps. Mr. Herter. 
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Mr. Herrer. I have great admiration for you as an administrator 
and operator. When you outlined your four alternative methods by 
which we might legislate on ECA, I gathered from some of the nega- 
tive things you said, rather than some of the positive things, that you 
have a fairly clear idea in your own mind as to what you personally 
feel would be the best way for us to proceed. I do not want to put 
words in your mouth, but I gather you feel that the worst thing wi 
could do would be to say that ECA will continue for a 1-year period 
and then provide for no successor organization, or anything of that 
kind from there on out. 

Mr. Fosrer. I could subscribe to that. I may have to stop a 
little later. 

Mr. Herrer. All right. 

Secondly, you said that the assets that have been built up by the 
ECA from the point of view of personnel and experience are definitely 
assets and that we ought not to throw them away from the point of 
view of any successor organization. 

Thirdly, vou said that in your own mind, at least, it would be best 
if we created a successor organization immediately and gave it some- 
what different functions from the ECA. Am I correct in that? 

Mr. Fosrrer. It is not quite that clear, Mr. Herter, but I think 
that purely as an administrator that is about where | would come out. 
However, we have to recognize there are many other considerations 
in this sort of an evolutionary build-up. 

As you said—and I appreciate your kind words about being an 
operator—I am primarily an operator. Therefore, 1 would like to do 
it in the simplest and most direct way, and perhaps that is it. How- 
ever, there are many other considerations. 

This system of coordinated relationships is one that you do have to 
work out through experience, and | think the way we are working it 
out is a good way and an effective way. 

Mr. Herrer. May I interrupt there for just a moment, Mr. 
Foster? 

Mr. Fosrrr. Yes. 

Mr. Herter. There have been all of these reports vou talked about 
to the public, none of which agree with each other exactly. The bill 
was very late coming in and I gather again that there was not complete 
agreement in the administrative branch of the Government as to what 
kind of organization should succeedYECA, and when. So that in 
effect this baby has been tossed into the Congress’ lap for it to make 
the determination. 

In making that determination I think all of us ought to be entitled 
to the best information from the executive branch of the Government 
from the point of view of detailed implementation of what they think 
is the best line of procedure. 

You indicated in your prepared statement here that there are a 
number of subsidiary problems connected with any organization that 
may be set up, or even the continuation of the ECA. You have the 
question of claimant agencies for foreign governments, including 
South America. You have the question of allocations of raw materials. 
You have the question of export controls, all of which are now a 
responsibility resting in different bureaus in the Government. 

You have a good deal of policy making by committee rather than 
fixing the responsibility in the individual, either department heads 
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or organization heads. T hope very much, without wanting to press 
vou to do anvthing specific at the moment, that when we come to a 
further consideration of the matter vou would be willing to give us 
very frankly your own view as to what in your opinion would be the 
best organizational procedure from an operat ional point of view, 
so as to clarify some of the very serious overlaps which T think now 
exist, and from the point of view of putting in the field one of the most 
effective Operating organizations vou can visualize, 

Mr. Fosrer. | should be very happy to, Mr. Herter. You are 
quite right. There are various opinions and | do not presume to 
think that mine are necessarily the best. 

| would say that there are these other functions which ought to 
be done some day. Constitutionally I am opposed to a committee 
operating anything and, therefore, | would lean toward certain fune- 
tions being put in one ageney, with full responsibility, and full con- 
sultation and information given to the other interested agencies. 

Mr. Herrer. With the responsibility centered? 

Mr. Foster. The responsibility centered and the authority centered, 

Mr. Herrer. That is right. 

Mr. Foster. I think as a businessman that is the way I like to 
operate my own business, and I think that from an operating view- 
point purely and simply it is the best way to get it done. 

liowever, as P indicated before, there are many other considerations 
and, therefore, | do not presume that what | m ght think in my own 
viewpoint to be the perfect solution is necessarily that. 

Chairman Ricnarps. Mr. Herter has a half 2 minute. 

Right there l would like to ask what is the ( ifference between an 
operator and an administrator? You say you are an operator more 


than you are an administrator. 
Mr. Foster. No. | mean an operator as contrasted perhaps with 
a policy considerator. I like to get things done. 
Chairman RicHarps. That ts clear, | hop Mr. Burleson. 
Mr. Burteson. Lam sure we all have an appreciation of the efforts 
that are being made in the unification of the strength of Western 
' 


Kurope. I think also one of the greatest criticism in this cou ur 

it has not been accomplished more rapidly. | know we are an 

impatient people and we have to realize there are old jealousies and 

there are great problems in this matter of unification. At the same 

time it isa very fundamental question which Mr. Merrow touched on, 
to which I believe Mr. Mansfield also made reference. 

In the small communities and small towns of this country we have 

lot of volunteer fire departments, and everybody chips in. Some 
fellow who is not cooperating may have his house catch on fire and they 
have to put it out, because it is likely to burn up the whole town. 
The Vv cannot just say, “You have not cooperated, so to heck with you. 
We are going to let your house burn. 

lo Western Europe it seems to me we have just about that same 
problem. Somebody is dragging his feet all the time. We know that. 
They want to wait and see what the other man is doing. Is that not 
one of the greatest problems we have in this whole picture? 

Mr. Fosrer. It isa great problem, but it is complicated by the fact 
that most of these countries have governments — are coalition 
governments and which depend on being able to hold a center group 
together. The taking of the most courageous politic a decisions is 
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very apt to result in there being no government. The kind of politica! 
decisions which are difficult are those we discussed a little earlic: th 
where, if you undertake a more ambitious and more urgent military > 
program, you may have to take it out of the standard of living of th 7 
people. ac 
Now, how far can you move in taking it out and still remain m1 
government? n 
1 think governments in Europe are very much like our own. The *e 
people in government seem to want to stay in government, and these pm 
people who are faced with these daily decisions I think are doing bi 
within the objective, as they see it—a courageous and a good job. ' 
It does look to us many times as if it is not enough, and a good deal i; 
of the time we are urging them to do more, but, by and large, I think i 
their resistances and reluctances do get back to the fundamenta! 
question that they are democratic governments in the sense that the . 
are freely elected by the people, and they have to make decisions which 
they believe the people will support, and they are going as fast within \ 
that framework as they think they can in order to achieve this ; 
volunteer fire department which would be effective. P 
Yes; we criticize them. Yes; we are of the belief that many of ‘ 
them should do more, but I think most of them certainly are men o! . 
good will and are attempting to do it within their judgment as fas‘ 
as they can. ‘ 
Now, our position from outside is somewhat that of consulting i 
engineers, who can criticize the methods which the executives of that 
particular country utilize, and in some cases we are able to convince 
them that their methods are not right and they should undertak : 
more. It has not gone all the way to the extent of our full recom- | 
mendations in some cases perhaps, but neither does it in business, ‘ 
when your consulting engineer comes in. The heads of the business a 
frequently say, “Well, you do not quite understand the way our l 
business works and, therefore, that recommendation cannot be used 7 
in our company, but we will take part of it. : 


I think our job is to continue to influence, to urge, to push toward 
what we believe in our best judgment is the extent and speed with 
which they should do these things. I think we should continue to 
press in that way, and I think by that pressing we have moved them ( 
more rapidly than they would have otherwise done. It is a good | 
volunteer fire department, I think, in spite of the fact that some of 


them get to the fires a little late. 
Mr. Burteson. Then the matter of pressing them to greater effor' 

I assume, has been the practice, and I presume the policy in the futur: 

will be that the emphasis on greater effort and greater unification, so ‘ 

that each does his part, would come from within those nations, rathe: | 

than from us? ¢ 
Mr. Fosrer. I think so, sir; ves. 
Mr. Burteson. That ts all. ; 
Chairman Ricnarps. Thank you, Mr. Burleson. : 
Mr. Reece. | 


Mr. Reece. Mr. Foster, you have made a very fine statement o 
principles, just as the other gentlemen who appeared here before you 
have done, but I am wondering tf in the course of the presentation 
there is going to be a breakdown of the proposed expenditures, so that 
we not only may know what the objectives are going to be, but how 
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those objectives are to be attained. When we consider an appropria- 
tion bill here in the Congress for one of the Government departments, 
every item has to be justified, whether it is $5,000, $5,000,000, or 
$5,000,000,000. As a matter of policy no appropriation is made for 
any purpose unless there is a justification given to the Congress for 
that particular item. I am wondering to what extent that can be 
done in a program such as this. It would seem to be even more im- 
portant than in case of our own Government. 

We are asked, or probably will be asked, to appropriate some few 
billions of dollars to attain an over-all objective, but the details and 
the purposes for which this money is to be used is left entirely to the 
discretion of the administrative branch of the Government. I do not 
know whether that is a kind of pessimistic attitude, but I would like 
to know whether there will be a breakdown. 

\ir. Foster. Yes, sir. There will be. We are perfectly prepared 
not only to get down to the $5,000, but to some of the $1,000 items 
My attempt, of course, in this presentation was to set forth the general 
principles and the general objectives and some of the things which in 
my opinion were essential in accomplishing our broad United States 
objectives. 

Now, we have the figures and the ways to justify each of the 
amounts which we have asked for for each of the countries, and each 
of the areas of the world, and we would be very happy in our later 
presentation to go into any amount of detail that you would like. 

\s you well stated, sir, the Appropriations Committees, | can 
assure you, will get into it in that detail following our presentation 
to this committee. 

| must say, Mr. Chairman, I had a very unfortunate operation on 
my right arm, my right arm being Mr. Richard Bissell, who is nor- 
mally up here and who can give to this committee, as most of you 
know, the details down to $1. Mr. Bissell, who has sat at my right 
side in most hearings for the last 3 years, unfortunately had his 
appendix taken out last night at 6:30, so he will be before your com- 
mittee 1 hope a little later; but I do hope the committee will be able 
to wait till he gets well 

Chairman Ricuarps. Will you express to Mr. Bissell, who is a very 
fine man, the fact that we give him our sympathy. You also have 
our sympathy because he cannot be here. You handled yourself 
pretty well without him 

Mr. Vorys. Will the gentleman vield? 

Mr. Reece. I yield. 

Mr. Vorys. I find the unexpended balance June 30, 1951, Its 
$1,518,000,000 for economic cooperation in Europe. That, with the 
amount asked in this bill, $1,675,000,000, will make for the next vear 
$3,198,000,000, or $213,000,000 more than we spent this vear, in the 
vear In which we have had such success. I hope you or somebody ts 
voing to explain why it is we are spending any such amounts, and 
Why it is they have gotten along so well without that unexpended 


mance 
That is a lot to answer right now, but that is a question I want 
answered. Ido not think, Mr. Foster, this year you are going to do 
| the justifving before the Appropriations Committee, because there 
| have to be considerable justification before this committee 
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before any such colossal amounts are authorized here. T may be in 
error, but I think a lot of justification is going to be required right here 

Chairman Ricuarps. We will have to get along now. 

Mr. Foster. | would like to say that all unexpended balances in 
the pipelines and the funds requested in this bill will not be spent in 
these ensuing 12 months because there will be a pipeline next year as 
well. We are talking about obligations and appropriations, and not 
expenditures. 

Mr. Vorys. But whatever results have been accomplished have 
been done by what is over there now and not what is in the pipeline. 

Mr. Foster. We have a pipeline that has run from a billion to a 
billion and a half each vear; so, we should not savy we would spend 
$3 000,000,000, or whatever vour total is. | 

\Ir. Vorys. We will certainly Want to vo into that. 

Mr. Fosrmr. Yes. We would be glad to justify that, Mr. Vervs. 

Chairman Ricuarps. Mr. Havs. 

Mr. Hays. T have asked previous witnesses about the inflation 
abroad, and it raises certain questions, of course, that are difficult for 
us toanswer. In other words, when we have inflation at home we can 
legislate and apply administrative devices to correct it, but in countries 
where the price of tin, for example, has been run up beeause of bidding 
by other countries, itis a very difficult problem, T assume. 

Mr. Fosrer. It is. 

Mr. Hays. You make reference to the opening up of new supplies 
of tin and other commodities, and of course the committee would be 
very interested in that. You mentioned zine, lead, bauxite. and 
other items. Let me refer to figures on two commodities, tin and 
rubber. Tin, for example, went up in the 6 months following the 
Korean aggression 135 percent; and rubber went up 157 percent 
What are we doing, aside from increasing the supply, to hold down 
this inflationary trend? 

Mi. Fosrzr. We are doing this: In addition to attempting to open 
up new sources, which is the ultimate way in which to get prices 
down, we are attempting through those international materials con- 
ferences to have international agreement on both allocation of quan- 
tities and of prices. 

In addition to that, the United States, as vou know, has under- 
taken the procurement of tin through the RFC and the General! 
Services Administration. In so doing, it has attempted to avoid the 
terrific pressures on supply which free buving by our own people, as 
well as bv other nations, has brought. The price of tin has dropped 
substantially from the highest figures, which I think vour percentaces 
referred to. It has dropped because we withdrew from the market 
for the time being until it did have a chance to stabilize, and unti! 
we did have a chance to have some of these international meetines 

We have not, of course, eliminated inflation from these strategic 
materials because there will always be pressure to buy on the part 
of countries which are not part of the conference, and as long as supply 
is so much less than demand there will be that tendency. 

There are no international price-control activities vet effective 
I do not know whether there ever will be, but by directing the buving 
in an orderly way we have taken some of the pressure off, and by 
these international meetings we have gotten a better appraisal of 
what the actual requirements are. 
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When you know what the actual requirements are, and what the 
supply is, vou can adjust the buying of the nations at least within the 
NATO fg ig og goss as an example, and within the OEEC, as an 
example, to be i | proportion to the available supply. That too re- 
duces the load and is an artificial way to eliminate some of that 
excess of demand over supply. 

| think progress has been made, but of course the inflation still will 
remain until we get a greater supply. 

Mr. Hays. You agree that we are entitled to insist that other 
nations coope igi hot only because of the additional cost it involves 
for us but also the impact on efforts to stabilize political conditions. 
In other words, inflated incomes are not equitably distributed among 
the rubber-producing countries. That is true; is it not? The Com- 
munists exploit this condition that makes a few people wealthy and 
leaves others very poor? 

Mr. Fosrer. That is one of the great problems. Certainly, in our 
equitably sharing our own availabilities, we can expect in return there 
will be an equ ituble sharing and fair pricing of these materials which 
other control oo 

Mr. Hays. If | have time for one other question, Mr. Foster, I 
want to say that I like very much what vou have to say about the 
changes in India, for example, or Asia, which we see resulting from 
helping people to produce more on the farms, and improving by educa- 
tion and technical assistance their productivity individually. 

! would like to ask vou for some encouragement, | hope, as to 
whether we can look forward for a little while to support of that 
program in those countries? In other words, how long will the resist- 
ance to that be postponed? You will ultimately, it seems to me, run 
mtog resist: ance Lo it in th: ut we are perpe tuating an agrarian economy, 


and industrialization is the ultimate hope. For the time being, tt is 
obvious in many of those countries that the agrarian effort is the only 


thing thet will tobe relief, but can we look forward to proper 


) 


support in those countries for this point of view? 

Mr. Fosrer. I think so, Mr. Hays. Certainly most of those eoun- 
tries are so deper dent for the major part of their activity on improved 

ricultural methods that | would say it would be a long time that 
we would be assisting in improving in that set-up. [am not sure 
that 1m most of those countries the effective way is to Lo into large- 
scale industrialization. In faet, | would doubt it very much. [think 
our efforts can be most effective if we continue to devote much of our 
aid to the improvement of agricultural productivity and methods, 
and through such things as the extension services, to which I believe 
vou referred in your discussion with Mr. Harriman, and which we 
have utilized through the specialists we have taken from the United 
States Department of Agriculture and also from many of the agricul- 
tural schools. We have just sent out to the Philippines the head of 
the Montana State College, who is an agriculturist. We have several 
of our mission chiefs in southeastern Asia who have that background. 
We do it because we believe this is the segment of their economy in 
Which we can be most effective. 

Mr. Hays. Thank you. 

Chairman Ricuarps. May I say to the members of the committee 
we have 20 minutes to get down to the floor and complete our period 
of questioning here. However, tomorrow we will meet at 10 o'clock. 
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Can you be here tomorrow, Mr. Foster? 

Mr. Fosrer. Yes, sir. 

Chairman Ricuarps. We will have a morning session tomorro. 
and an afternoon session. 

Mrs. Kelly. 

Mrs. Ketyuy. Thank you, Mr. Chairman. 

Mr. Roosevelt asked a question in which I was most interested, 
That was, due to the fact that the war potential of Europe is expected 
to be one and one-half times greater than the Communist countries, 
I believe, we should spend more on point 4 in the underdeveloped 
areas in order to permit Europe to achieve that war potential. With- 
out the raw materials from the underdeveloped areas, Europe could 
not achieve that industrial output. Is that correct? 

Mr. Fostrrr. That is correct. Nor could we. 

Mrs. Keuuy. I would like to say at this time that I feel $7,000,000 


is out of line for the underdeveloped areas under those conditions. th 

I have one other question. You have a departmental status in p! 
ECA. Is that correct? 

Mr. Fosrer. The Administrator has the rank of —I have forgotten 
the exact wording, but he has the same rank as a member of the " 
Cabinet. In other words, he reports directly to the President and . 
has the rank equivalent to that of the head of a permanent executive r 


agency. 

Chairman Ricuarps. Something like an admiral, in other words. 

Mrs. Kevtiy. During one of our subcommittee meetings we dis- 
cussed at length having an oversea chairman of all foreign affairs, or 
an administrator, in line with the recommendation of the Rockefeller 
report. Would it be possible, do you believe, to have an administrator 
for all our oversea assistance possessing the status which you have 
under the State Department? 


Mr. Foster. If he were under the State Department, he would not 
have that status. The relationship with the State Department is | 
very clearly defined in the legislation, and in my opinion has been a 
very effective relationship through which the ECA was able to keep, \ 


as far as I knew, within basic foreign policy and yet to operate as an 
independent agency in getting these specific jobs done. It would by 
my recommendation that that sort of relationship be continued. . 

Mrs. Ketity. Thank you. 

Chairman Ricwarps. The committee stands adjourned until 10 
o’clock tomorrow. 

(Whereupon, at 12:25 p. m., the committee adjourned until 10 
a. m. the following day, Wednesday, July 11, 1951.) 
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WEDNESDAY, JULY 11, 1951 


House OF REPRESENTATIVES, 
ComMITreEE ON ForeiGn AFFAIRS, 
Washington, D. C. 

The committee met in the House Foreign Affairs Committee room, 
the Capitol, at 10 a. m., the Hon. James P. Richards (chairman) 
presiding. 

Chairman Ricuarps. The committee will come to order, please. 

Ladies and gentlemen, we will continue hearings on the Mutual 
Security Program. Mr. Foster is with us again this morning and 
will continue his testimony. There is to be unlimited questioning this 
morning. We plan for Mr. Foster to be here this afternoon in execu- 
tive session. 

Dr. Morgan, have you any questions? 

Mr. MorGan. No questions at this time, Mr. Chairman. 

Chairman Ricuarps. Mr. Vorys. 

Mr. Vorys. The only detailed information | have about the program 
is a summary which is marked “secret.’’ I just asked the staff if we 
had any details on the program. They say they have not come up yet. 

Chairman RicHarps. Whom did you ask? 

Mr. Vorys. Our staff. I wanted to know if there was a general 
breakdown on the economic program. I would like to find out what 
this money is going to be spent for. 

Chairman Ricnarps. We are going into that. It may be that 
Mr. Foster will answer some of your questions, or you may want to 
wait until this afternoon. 


STATEMENT OF HON. WILLIAM C. FOSTER, ADMINISTRATOR, 
ECONOMIC COOPERATION ADMINISTRATION—Continued 


Mr. Foster. Mr. Chairman, Mr. Vorys, what is it you have in 
mind, the amount per country? 

\Ir. Vorys. The $1,650,000,000. What is that to be spent for? 

Chairman Ricuarps. Is that all? 

Mr. Vorys. Yes. That is what I want to find out. It is not a 
thing that you can go over orally. I can get it better through my eyes 
than through my ears. 

I would like to get that information so we can interrogate the 
Witnesses about some of the details. 

Mr. Foster. We had planned as to country breakdowns there 
would be witnesses on each title, Mr. Vorys, who would have com- 
plete figures not only as to countries but commodities. 

That discussion was going to be taken up under the titles, and to be 
after the general witnesses. I shall be happy to give you anything in 
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general terms. But on that sort of detail I am sure you would get \ 
more satisfaction from Mr. Porter in detail than from me. All | ( 
would do would be to read it from a piece of paper, too. Anything } 
we have of that nature you are certainly entitled to and we want you 
to have it. I think perhaps you could gef it better in detail in those am 
title presentations. of 

Mr. Vorys. I suppose I will have to wait for that. | 

Chairman Ricuarps. Mr. Battle. the 

Mr. Barrie. No questions at the present time, Mr. Chairman. av’ 

Chairman Ricuarps. Mrs. Bolton. col 

Mrs. Boutron. Good morning, Mr. Foster. res 

Mr. Fosrrer. Good morning, Mrs. Bolton. : 

Mrs. Boiron. It is my understanding that some of the European he 
governments have used certain ECA money to improve their budg- 
etary positions, Am I accurate in my thought of it, or inaccurate? 30) 
Is it an appropriate use of Marshall plan funds? ; om 

Mr. Fosrer. First, | think we must separate dollars from counter- JR tic 
part. tic 

Mrs. Boron. Definitely. . th 

Mr. Fosrer. The dollars, of course, contribute very substantial) 
in their indirect effect to the budget situation by creating counterpart. 

The counterpart, while it is not used specifically to meet budgetary e fin 
deficits, is used in all instances either to meet expenditures which ot 
would otherwise be a part of the budget and would have to be raised by lol 
taxation, or have been used in substantial amount, as you know, 
through the short-term debt in certain countries where that retirement th 
seemed to be the best way of meeting inflationary situations. ilo 

So you are quite correct that Marshall plan aid indirectly has been 
used to improve the budgetary situation of these countries. It has 
not, however, been ever released simply to meet a budgetary deficit in or 
that sense; it has been released to meet a part of the total expenditures - in 
of those countries and, therefore, it has tended to reduce the budgetary in 
effect, if L make mvself clear. pe 

Mrs. Botron. You say it has been used indirectly, the counterpart F ois 
Is that not a direct use of Marshall plan funds? 

Mr. Fosrer. What I meant to say was that the dollars themselves sl 
have not been used to go into the budget operations through a con- 
version into the currency of that particular country. ti 

Mrs. Bouvron. Is that not just a play on words? 

Mr. Fosrer. No, I do not think so. I think it is part of the fact W 
that the dollars and local cutrencies are two different antmals, and t] 
they are not directly interchangeable in the world today. W 

Chairman Ricnarps. Will the gentlewoman yield? 

Mrs. Botron. Yes, indeed. ) 

Chairman Ricuarps. | understand that some of these countries n 
have used as much as two-thirds of the counterpart funds for budget u 
purposes. That is going a long way from the intents and purposes o! 
the original act, is it not? i 

Mr. Fosrer. They have used, Mr. Chairman, up to 100 percent for ¢ 
purposes of contribution to the basic requirements of the country’s M 
development program, which is, of course, a part of the country’s 
budget. ; 0 


I am not trving to be confusing on this. 
Mrs. Bouron. We are talking about a debt. h 
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Mr. Foster. Did you say “‘debt’’? 

Chairman Ricuarps. I said ‘budget,’ but 1 meant debt. 

Mrs. Bovron. | meant that, too. 

Mr. Fosrer. The United Kingdom has used almost the entire 
amount to retire short-term debt. In Denmark a vreat proportion 
of it was used to retire occupation currency. 

In both of those cases it seemed in the joint opinion of ECA and 
the governments of those countries the best way was to use the 
available counterpart to reduce the inflationary pressures within that 
country. And the reduction of inflationary pressures was one of the 
easons for the Foreign Assistance Act of 1948, as set up and amended. 

\Irs.Botron. You are in complete accord with the action that has 
een taken? 

\ir. Foster. Yes. 1 must add this, Mrs. Bolton: We have in 
some cases had originally other ideas as to what might have been a 
more appropriate use of those funds, but after a long series of negotia- 
tions, and this is an area in which you are entering into the delibera- 
tions of that particular government, we have been convinced that was 
the best use. 

Mrs. Botron. You think that is the best way to handle it? 

Mr. Fosrrer. I think the reasons have been sound reasons as 
finally developed. Our original approach was that there would be 
other uses of those funds that we would have liked to make. After a 
long series of negotiations we have approved of that use. 

Chairman Ricuarps. Mr. Foster, some of the members down at 
the other end of the table cannot hear vou. Will vou speak a little 
louder? 

Mr. Fosrer. Yes, sir, Mr. Chairman. 

Mrs. Bovronx. This whole question of foreign aid is a matter of 
creat moment to all our people and goes rather seriously with our 
increasingly high tax program at home, the unbalance of the tax load 
in the various countries and the ease with which certain high-bracketed 
people, corporations and so on just do not pay taxes in these countries 
sa difficult matter to explain. 

Are we doing anything about it, can we do something about it, and 
should we do something about it? 

Mr. Fosrer. | think that is a very fair question. I will be happy 
to tell you what we have been doing. 

We have recognized from the beginning that the impact of taxes 
was not equitable in many of these countries. We have worked on 
this and have suggested to the governments our opinion on what 
would be a better tax Ssvstem. 

Improved taxes, of course, always have to be imposed by the 
parliaments or assemblies of those countries. The governments in 
many of the countries having the worst tax system have worked with 
us and proposed to those parliaments improved tax setups. 

In many cases they have been passed and have become effective to 
a greater or less degree. In addition to our working with the gov- 
ernments through our own tax experts, we have lent in some cases, 
in some of the countries, tax experts through technical assistance to 
work in those governments with their own tax-collection systems in 
order to improve the methods. 

So we have very actively operated in that field. I will not say we 
have been 100 percent successful. I think the correction of tax sys- 
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tems which have endured many times for centuries is a difficult thine 


to do. ; 
I can only say we have made a great deal of progress. It is trie i 
whether the tax systems are the most equitable or not, the tax loa! 
in many of these countries is as great or greater than ours. - 
Mrs. Boiron. On the few people that are taxed? . 
Mr. Fosrer. Of course, you are bound to collect taxes in order ty . 
meet whatever proportion of the budget they meet. They are jo: rs 
collected always in the most equitable fashion. Some comes frop ‘ 
excise taxes. ti 
Mrs. Bourton. Is it not true in some of the countries that the load 
is heaviest upon those who can least pay them? 
Mr. Fosrer. That is correct. 
Mrs. Boiron. And that gives reason for unrest? 2 


Mr. Fosrer. That is correct. | 

Mrs. Boiron. Those who could pay do not do so in proportion 
to those less able. That raises a psychological factor. It seems to 
me it is about time they recognize ‘it. 

Mr. Fosrer. I think they do recognize it. It is something tha 
one does not correct overnight. I agree with you that the taxes in 
some of those countries are very unfair in that the people who can 
best afford to pay them are best equipped to evade them. 

Mrs. Botron. That makes it very difficult for us to go back to 
our constituents with any sort of an adequate foreign-aid program. 

They say, “Why should we be taxed for this when the people over 
there do not pay?” That is our problem, Mr. Foster, as you know, 
I am sure. 

Mr. Foster. I recognize that. I would like to emphasize th 
fact that while the tax load, in our opinion, may not be equitable 
is severe. It comes from perhaps the people we think it shoal not 
come from. 

The point I would like to make perfectly clear is that most of thes: 
countries are paving high taxes, 

Mrs. Boiron. I would like to defer the discussion of specifi 
countries for the moment. Thank you, Mr. Chairman. 

Chairman Ricwarps. Mr. Carnahan. 

Mr. Carnanan. No questions at this time. 

Chairman Ricuarps. Mr. Smith. 

Mr. Smiru. Is it not true, Mr. Foster, that by and large the great 
bulk of the collection of the taxes that are collected are collected fron 
the low-income groups, perhaps not directly but indirectly? 

Mr. Fosrer. | think that ts true, sir. Of course, | must qualify 
the statement by saving this varies very considerably as betwee! 
countries. I am talking in the most general of terms. In some 0! 
the countries that is very much so. 

The tax systems, in our opinion, are very burdensome on tl 
people who are the least able from our point of view to pay it. 

Mr. Smiru. I would like to go back for just a moment and _ refe! 
to the statement made with reference to use of the counterpart funds 
to retire debt of these countries. 

As I recall the law that would be contrary to any intention on th 
part of Congress that those counterpart funds be used for that purpos: 

I may be wrong about that. That is my impression. If that ' 
going to obtain in one country, or another country, then it will obtain 
all the way along the line before we get through, as I see it. 
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Mr. Foster. No. 1, I do not think it is contrary to the law or the 
intention of the law. I think it was one of the ways in which these 
funds could be used. 

| would again like to emphasize, in our opinion, that was not 
necessarily the first choice of the ways to do it. It has only been used 
in that way in a very few of the countries. In most of the other 
countries it has been used in productive works of one sort or another 
to improve the basic economy of those countries, which also was 
allowed and specified in the law. I doubt very much that it is contrary 
to the law. 

Mr. Vorys. Will the gentleman yield? 

Mr. Suir. Yes. 

Mr. Vorys. In the original Marshall plan, and even prior to that 
in the post-UNRRA relief act, we got into this balance of payments, 
dollar-shortage business. We found out that, for instance, in the 
post-UNRRA bill, one of the items that was to be taken care of was 
a gold debt, owed by a country on relief to Belgium. 

We found out that a country had a certain fiscal and financial 
structure, and it did not make a great deal of difference, if they were 
running on an unbalanced budget, whether you took care of their 
debt service directly or took care of relief or some other expense so 
that they took care of the debt service. 

Is there still an unbalance of payments or dollar shortage so that 
condition still obtains? 

Mr. Foster. Yes, sir, there is. The basic method through which 
we arrive at the amounts of economic assistance which we believe 
are necessary to do the jobs, the basic method, is figuring the balance 
of payments deficits. 

Of course, we are dealing in all of these activities with a portion of 
total resources. If you happen to use counterpart for this part of 
the total expenditure of a country, it is easier to see what you are 
using it for, but it has no effect, really, on the necessity of meeting 
the whole range of the expenditures. 

In other words, if you say this should be directed toward land 
reform or low-cost housing, that is a very praiseworthy objective and 
one we want to see done. 

We, through our control of the counterpart, were able to see that 
it was being used effectively, if it went into that slot. 

In addition to those expenses, that government has to meet the 
whole range of government expenditures. Our meeting only a 
portion of it does not change the need of the whole amount. In 
other words, vou could take this part of the spectrum or that part. 

What it does is close the gap between the total of that counterpart 
and the total required. 

Mr. Vorys. If the gentleman would vield further, is not the same 
thing true with all expenditures, not only the counterpart? That is, 
if a country needs some food that has to be obtained in dollar areas, 
or some steel, or other materials, and it needs them and has to have 
them, it could borrow the dollars and ultimately repay them through 
its own currency, or if it got the dollars without payment, that is to 
that extent relief of that country’s budget? 

Mr. Foster. It is quite true that the aid which we give may also 
be only a portion of the total dollars needed. For the other portion, 
which we do not supply, they have a certain amount of dollars avail- 
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able, either through the ability to borrow to which you referred, or ] 

the ability to earn it through their own exports. . 
They may require, however, more dollars than that in order to get | 4 

the necessary things either to recover, as in the past in your activities, | 

or maintain economic strength and take on this new military load. | op 
If they are unable either to borrow or earn enough, then it is 

necessary for us to help them to the extent of that gap, that balance- , 

of-payments gap. i 
We direct the use of ECA dollars, however, in order to control it 9 

better, and to see more easily what is going on, through authorizing t 

use for specifie kinds of commodities. t 
The part 1 would like to question in your statement, however, is 

that they could berrow the dollars and then replace them with loca { 

eurrency. That is the part they caanot do today. Therefore, vou t 

must measure their ability to borrow by their ability ultimately to 

‘arn sufficient dollars in order to repay it. The only place they can | 

arn dollars is through invisibles or through exports to the dollar 

areas. Therefore, for the last 3 years, as vou know, they have been 

expending a great deal of effort and time in building up their ability { 

to export more goods to the dollar areas, so they could meet those : 

dollar requirements and be free of the necessity of aid from us. 
It. is that basic difficulty that we see in pressing them to undertake a 

greater military load. If the load they take is so great that it inter- 


feres with their ability to earn dollars, they may well go back to the 
point where they need more dollars from somebody to meet the norma! 
needs of food, equipment, and raw materials. 
Mr. Smirx. This matter of inflation, of course, is a very serious ( 
thing in all of Europe, ts it not? 
Mr. Foster. Yes, Mr. Smith. 


Mr. Smrrn. Have vou seen any evidence on the part of those coun- 
tries where it is bad for them to take any action to control this in- 
flation? - 

Mr. Foster. Yes, indeed. 

Mr. Smiru. What are they doing? 

Mr. Foster. Almost all of the countries are taking action in the | 
way of controls, additional credit controls, controls on the use of mate- 
rials, controls necessary, of course, in the balancing of their budgetary ( 
requirements. | 

I think every finance minister in Europe is conscious of this grave 
danger, and is taking what steps be can to get through his legislature , 


some measure to meet this inflationary threat. 
In some cases, as I indicated a moment ago, they had felt, in the 
past, that the way to do that was to retire some of this short-term 


debt. They are taking many different measures, in other words. | 
We may not agree they are taking all the measures which they ! 


should, but they are taking some measures. Again, it is our job, as 
we see it, to encourage them to take sufficient measures to meet this 
new inflationary threat. 

Part of the threat comes about through their inability to get the 
materials, consumer goods, and raw materials, from the world markets | 
to produce enough to have enough goods to sop up some of the 
inflation. 

Mr. Smiru. It appears to me that in view of the rearmament 
program a nation like France is going to be up against a buzz saw. 
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I was amazed on our recent trip over there to find that we were 
vetting 349 francs to the dollar. I go back to 1917-18 and remember 
that we were getting 4% to the dollar. There is just a terrific spread. 
Prices are not cheap. Even using our American money we were 
paying a good stiff price for just an ordinary meal. Neckties that 
you could buy here for $2 we were paying $3.50 and $4 for. 

I am alluding back to what I said yesterday about this matter of 
inflation, and its effect upon the standard of living and how we are 
going to beat communism in view of those conditions. — It is something 


that startles me. I know that vou perhaps do not have an answer to 
that. 
Mir. Fosrer. | would like to make one comment. I recognize 


that. But 349 franes means that it is in franes that are stable, and 
the man who earns his franes today knows that it is a stable currency. 

| think perhaps vou should not go back to 1918 because the world 
has changed since then, and perhaps our dollar is not as good as then 

Mr. Saurrxa. Perhaps 

Mr. Fosrer. | would rather Fo back to 1948 when we started on 
this program, when the black market got up to 675 to the dollar, 
and even then we were not quite sure whether the frane was good, 
bad or madifferent. 

While 349 may be high compared to prewar rates it is a definite 
improvement over the conditions when the Marshall plan started. 

Mr. Smirxe. That is all at the present time, Mr. Chairman. 

Chairman Ricsiarps. Mer. Ribteolf. 

Mr. RiBicorr. Is there any future, Mr. Foster, to the guaranty 
of private investment? 

Fosrer. Yes, Mr. Ribicoff, there is a future. 

Mr. Ristcorr. The reason I say ‘‘the future’ is that there sure 
has not been much of a past. 

Mr. Fosrer. | know your extreme interest and concern with this 
subject. The guaranty of convertibility, which was the first of these 
activities to stimulate private investment, was utilized by ECA to the 
extent of some thirty-odd million dollars, and did result in encouraging 
the investment of certain amounts of private capital. 

Most of it was early in the period of the Marshall plan, when the 
convertibility of currencies was not in the state to which I just referred 
in speaking to Mr. Smith. 

The further guaranty, in which you also had a very keen and 
constructive interest, was the guaranty against expropriation, which 
has just begun to get Into operation, 

It was a very complex subject, one that we spent a good deal of 
time on. We appointed a very distinguished committee of private 
citizens to advise with us on how it might be applied, what the terms 
should be. 

That committee, in spite of its interest and competency in the 
field, took several months to make a final recommendation to us on 
how to operate under the wuaranty. 

We are operating under it. We have made one such guaranty to 
date. I think there are eight more applications which we are cur- 
rently considering. But the basic point is that with opportunities to 
make substantial profits in the United States, with its stable economy, 
and with the conditions of some instability in these other countries 
the inducement is not provided to the satisfaction of private invest- 
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ment, by insuring convertibility or by avoiding the chance of I 
expropriation. thou 

When private companies make money in these countries it is stil! of it 
subject to the high taxes of the United States, and the additional risk F basi 
in these less stable communities. I believe that in the opinion of capi 
many of these enterprises, the whole problem is not met by these vred 
types of guaranties. of ct 

1 think the basic ways in which we will encourage additional \ 
amounts of private investment are through improving the fundamen- \ 
tal economic conditions and political conditions in these countries. \ 
That is what our whole program is directed to, and in that I think an 
we are making considerable progress. Until you have the condition \ 
of being able to make greatly increased profits over what you could Leer 
make in a more stable economy such as ours, the pressure on private of E 
funds to pick up that load is not particularly great. he 

I doubt that convertibility guaranties or perhaps even expropria- p 
tion guaranties will accelerate the flow of funds to the degree tliat Co. 
you and I would like to see. rua 

Mr. Risicorr. In your statement you mentioned the development yea 
in Africa of certain basic materials. Is that purely government, or is " j 
it government and foreign private companies? vou 

Mr. Fosrrer. It is both. We have development contracts with \ 
grants to private companies. We have made development grants to pre 
governments. far 

Mr. Roosrvecr. Is that South Africa? an 

Mr. Fosrrer. In the Dependent Overseas Territories of the Metro- ter 
politan European Countries, and also in Southeast Asia. it V 

Mr. Ristcorr. Has there been any tie-up between private American dev 
companies with foreign private companies who might be willing } 
under the guaranty provisions to come in under some copartnership ero 
arrangement as a substitute for Government dollars?) Have you come cre 
across that at all in your efforts? inc 

Mr. Foster. Many of the companies, of course, that we give these me 
development contracts to are either American companies or sub- 
sidiaries of American companies. There have been few instances that he 
I know of where we would act as a sort of sponsor of a private the 
company for private company development. I think that is what 
you meant by that question. ove 

In those cases, generally speaking, they would prefer to keep the col 
United States out of it, if they are able to raise the financing them- the 
selves. 

Mr. Risicorr. I think it has been the desire and thought of many mi 
of us around the table that this was a way to encourage private funds the 
to take the burden off the taxpayer. i) 

The past performance has certainly been discouraging. Do you an 
think it is worth while to go into this further or do you think it is 0 
something that is going to die a-borning? vu 

Mr. Fosrer. 1 can tell you this, Mr. Ribicoff. We were all very 
enthusiastic about the possibilities of this in the early days of the vo 


Marshall plan, particularly the lack of private investment due to the sty 
difficulties of convertibility. 

We spent a great deal of thought, time, and energy attempting to 
develop these guaranties for the purpose of encouragement in the 10 
flow of private investment. W 
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| must say in all frankness that out of that expenditure of time, 
thought, and energy we did not produce very much. My analysis 
of it is about what I said earlier, that you must first get the improved 
basic conditions. That of itself would lower the barriers to private 

capital through the need for higher profits commensurate with the 
vreater risk. The risk is not primarily today, at least in Europe, that 
of convertibility, 

Mr. Vorys. Will the gentleman yield? 

\Ir. Ripicorr. Gladly. 

Mr. Vorys. There is so much secrecy around here, but is there 
anything secret about the pilot operation? 1 think it was in Germany. 

\ir. Foster. You mean, the expropriation? No, that is guaran- 
teed to the Otis Elevator Co. in Berlin. I think the very condition 
of Berlin is a good example of why that expropriation guaranty would 
be an encouragement to private industry. 

serlin being isolated and subject to being cut off, the Otis Elevator 
Co. felt that was a good business risk today to take, if they could be 
cuaranteed against the take-over of the plant at a cost of 1 percent a 
year, 

Mr. Vorys. I wanted to bring that out. That is obviously what 
vou had in mind. 

\fr. Risicorr. Is it safe to say that the private American entre- 
preneur is no longer interested in investments and developments in 

distant lands, that the guaranty program does give him safety 

and security, vet there is the unwillingness to go out in unknown 

rritories. If point 4 is ever going to work, as originally conceived, 

t would be the guaranty that would spark this type of investment or 
development. 

Mr. Fosrer. I agree thoroughly, that this is a part of the back- 
ground which when more stable conditions have been developed will 

vate the thing that we had hoped for in point 4, namely, the great 
nerease in the investment of private capital to carry on the develop- 
ment of those countries in a long-term, public-spirited, method. 

Today, unfortunately, in many of the countries in which that would 
be useful, other conditions than expropriation and convertibility are 
he things they are fearful of. 

They are fearful of the rather unstable governments that change 
overnight; they are fearful of the tax laws that perhaps in a foreign 
ountry would bear unduly in addition to our own taxes, because 
there is no exemption except a nominal one for the foreign taxes paid. 

think, in other words, the thing that we are trying to do funda- 
mentally in the world is the thing that will over a period, and I hope 
the period is not too long, create conditions in these underdeveloped 
ountries, particularly, that will attract American private enterprise 
ind will allow us to reduce the Government load in building up the 
intries. But I am afraid that convertibility and expropriation 
suaranties are not sufficient in themselves so to do. 

\Ir. Roosevett. You talk about the lack of stability. I gather 
vou refer primarily to the lack of economic stability and_ political 
ibility 

\Ir. Fosrer. And military stability. 

Mr. Rooseve rt. Is not there basically a third risk? I have talked 
0 a lot of private capital that normally used to go abroad prior to 
World War I and World War II. It boils down to one thing—the 
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question of war risk. They do not want to be bothered with some- 
thing that is going to be blown up tomorrow if we get into another on 

Mr. Fosrer. I think that is a good deal of it. 

Mr. Roosevetr. That hinges on the military-aid program, to re- 
store sufficient military equilibrium, which, in turn, we hope will bring 
about a modus vivendi between the two ideologies. 

Mr. Foster. I could not agree with you more. That is the neces- 
sity of building the military strength around the world, so we do 
not have to fear an attack overnight, which does discourage private 
enterprise, 

Mr. Roosreve tr. This is a little bit outside the ECA field. T asked 
about South Africa. As I remember it, the World Bank made a loan 
to the South African Government for railroad and communication, gol 
mine and diamond-mine developments, to the tune of about $500 mil- 
lion, I believe, in which six private American banks participated; js 
that not roughly correct? 

Mr. Foster. Mr. Roosevelt, T think vou have fallen into the trap 
that Government officials fall into. IT think you misplaced the deci- 
mal point. I do not think it was $500 million. T have forgotten the 
amount. 

There was a loan used for those basic facilities, which is necessary in 
order to make any development effective. In other words, we have 
done some of the same sort of development expenditure. 

We have financed port improvements at Beira in Mozambique 
We have financed some railroads through Rhodesia, so if vou develop 
the mines there you will have a way of getting the ore out in order 
that it may be shipped to the point of use. 

Mr. Roosevetr. The important thing was that some private 
American banking companies did go in with the World Bank on an 
“oven-Steven” basis there 

Mr. Fosrer. That is correct. 

Mr. Rooseve rt. | think that is the most significant trend, as far 
as American capital going abroad. But there in South Africa you 
have the relatively stable conditions which you were referring to 
earlier. 

Mr. Foster. That is correct, sir. 

Mr. Risicorr. If you are going to develop the economies in thes: 
backward nations —if private industry is unwilling to go in for the 
mutual development of the backward countries then must it not hav: 
to be on a government-to-government basis? 

Mr. Fosrrer. There are agricultural resources which, of course, ar 
susceptible of development by private companies. Sugar and pine- 
apple are certainly susceptible of de ‘velopment by private companies. 

You have your whole range of mineral activities. You have sony 
manufacturing activities which in these countries are useful. Ther 
are one or two very small ones in the handicraft field in some of th 
Southeast Asia places where private industry and private American 
brains have gone in without the benefit of any government support 

Of course, the petroleum industry is very active around the world 
They have been since the war, as you know, the jargest single source 
of private investment in the underdeveloped countries. 

Mr. Risicorr. I just want to make a comment. In my opinion, 
the ECA personnel is an outstanding group of men. The country will 
suffer a great loss ‘f this organization and its personnel were allowed 
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to disintegrate. I am hoping out of these hearings will come some 
tvpe of economic organization that will preserve your organization 
intact, sir. 

Mr. Fosrer. I certainly want to thank vou on behalf of the organ- 
ization. I share vou views as to the rest of the organization. 

Chairman RicHarbs. a ll the gentleman vield right there’ 

Mr. Rinicorr. Yes, si 

Chairman RicHarps. am Foster, |] wanted to make this observa- 
tion in regard to guaranties. This whole program ale builds 
up compe tition for Ame rican industry; there is no question about that, 
is there, in the long run? 

We figure it is better for us and them to have that? 

Mr. Fosrer. | think that is right. 

Chairman Ricuarps. If they can compete with American indus- 
try, why should there not be some guaranty to build up American 
industry so that it will be in a better pr sition to compete over there 
That is one phase of the guaranty proposal, I think 

After this thing is over we are going right back to the historic 
competition, and there will be the restrictive tariffs. 1 think the 
American business interests should get somethine out of this thing 
in the long run, as well as the Europeans. 

Mr. Fosrer. | could not agree with vou more. I think American 


business is getting a good deal oul of this. The Vv are eetting a good 
deal in terms of better markets, in terms of the opportunity of expand- 
ing, It seems to me. I think the needs of these count: as Wt 


develop them are so great that the markets we will wei wil by 
ereater than anything we have had in the past. 


Our whole philosophy in the United States is that of an expanding 
eCcOnOMY and not a static economy blo produce more, and not divide 


up What vou have. 

Chairman Ricnarps. I am talking about the day when these 
nations, or individual nations, can stand alone economically and say, 
“We do not need any more of vour help. We are going to proiect 
our industry over here. We can get along.”’ 

We will be confronted with that situation. We are paying for this 
program, Dividends will come back to us and to them in the long 
run. <A great many businessmen in free enterprise have been the 
strongest proponents of this program, because they fee! it is stabilizing 
the world, and in the long run we will be stabilizing our own economy 
That is the theory, is it not? 

Mr. Foster. That is right. I think you have put sae finger on 
one thing thi at should be taken into consideration in the United States 

behalf of its industries, that there should not be Sialasinatioon 
i ae our industry as these countries become strong 

We believe, l think as a con petitive ecOonolrny, that mm that sort 
of set-up, without discrimination, we could hold our own. 

Chairman Ricuarps. You have a whip, and that whip is American 
dollars. You can get people to do a lot of things when vou deal in 
our dollars because the y nee “i dollars. We are trvil i to get them to 
the point where they will not need dollars, where there will be a trade 
balance, I am talking about the future. It is visionary. 

Mr. Foster. No; it is not visionary. We must not, in building 
up the things we are trying to build, destroy the opportunities for 
our own country and its people. 
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In my opinion, I do not think we are. I think we have to be alert 


to the fact that we must have the freest possible multi-lateral trade. 


In that context I believe we can hold our own. 

Mrs. Botron. May I interrupt? 

Chairman RicHarps. Go ahead, Mrs. Bolton. 

Mrs. Botron. You feel it has been a temporary situation that has 
really cramped some of our industries considerably in the matter of 
prices, and so forth and so on; also, the matter of markets abroad? 

Mr. Fosrrer. Certainly there has had to be a temporary restriction 
on upports of dollar goods, for the reason that these countries did not 
earn through their own efforts sufficient dollars to let their own people 
buy all they wanted. 

That is a condition that has been reduced to some extent, and the 
restrictions against dollar goods have been cut down. When the time 
comes that they have rebuilt their economies, then I would hope those 
restrictions would be completely eliminated. And our efforts all the 
way through, and the continuing efforts of the State Department, of 
course, are to work toward the straightening out of those restrictions. 

Mrs. Botron. It has been exceedingly hard on some of our in- 
dustries. 

Mr. Javirs. Will you yield on that point? 

Mr. Risicorr, I will be glad to. 

Mr. Javits. In the muddled state of our leadership we are in the 
great way of abolishing the very opportunities that you speak of that 
are being gained with the American dollars. 

The State Department has dropped, as I understand it, the Inter- 
national Trade Organization Treaty. There has been considerable 
impairment on the reciprocal trade agreements program. In these 
receptacles we were going to fit these agreements not to discriminate 
against American industry and to open world trade. If we are going 
to vote money on the one side to earn these agreements with dollars 
and then kick out the very programs within which these agreements 
can be made, then where are we? 

Mr. Foster. Mr. Javits, I said in response to Mrs. Bolton’s 
question that [ thought temporarily many of these restrictions had 
to be imposed. 

I spoke in terms of the future for a long-term objective. I think 
the practical limitations on available dollars are such today that it is 
necessary to vield temporarily on some of those discriminations. 

Certainly | am sure the State Department has not put aside the 
long-term policy and philosophy. They can speak more eloquently 
on that than I can. But under the conditions and the necessity of 
conserving dollars for these more urgent purposes, it is essential that 
many of these countries, for the time being, impose conditions which 
we consider restrictive and not in our long-term interest, or theirs. 

Chairman Ricuarps. Mr. Merrow. 

Mr. Merrow. Mr. Foster, you stated yesterday that steel pro- 
duction in France could be increased about 20 percent with a little 
capital investment. Why is there not an effort made to develop that 
increase? What can we do to bring about such an increase? 

Mr. Foster. To answer the second part of your question first, 
1 think things can be done to bring about the increase. 

It is proposed under our new activities that we sodo. We have been 
instrumental in modernizing the French steel industry through the 
acquisition of modern American equipment. 





THE MUTUAL SECURITY PROGRAM 199 


The point that I was making in using that 20-percent figure is that 
we do not yet feel that the French managers and technicians have so 
far learned well enough how to utilize that modern equipment. We 
are working to so improve their operations, and are sending American 
technicians to France for that purpose, and have brought some of 
the French technicians to our country to watch our own steel mills 
operate witb the same type of equipment. 

| think that is not only true of the French steel mills, which I used 
as an example, but I am sure it is true of much of the production in 
Western Europe. Some of it has been because they did not have 
sufficient horsepower behind each worker to handle the materials. 

One of the great skills that the United States has in handling 
materials within a production plant is to make sure that it does not 
require too much human energy, and can be handled insofar as 
possible mechanically. 

We are attempting to make that type of skill available to these 
people. This is an activity in which we have spent some thought and 
effort, but we do not feel enough. 

My point was that we plan to spend a good deal more on that sort 
of thing to get that additional production. 

Mir. Merrow. Would you venture a prediction as to how much 
longer after 1952 we will have to continue economic aid? 

Mr. Foster. That would be a very difficult guess to make. I do 
not think it would have very much validity. The countries we 
spoke of yesterday which even without the Korean additional load 
would have required economic assistance, in our opinion, are made up 
of such countries as Greece and Austria. They are two very good 
examples. Austria is faced with the possibility of getting an arrange- 
ment under which it can get a unified economy and proceed to develop 
itself to be self-supporting. 

At the moment, as you know, much of the resources of Austria are 
funneled out at the eastern end of Austria due to the fact that the 
Soviet Union occupies a zone in which great petroleum availabilities 
occur, 

| do not know how long Austria will require us to feed in at the west 
end sufficient to make them viable. It might be 1 year if we got a 
treaty. It might be 10 years. P 

Greece is another example of a country which due to the fact that 
t has either been at war or occupied over the course of the last 10 or 
i2 vears is very poverty stricken and has little opportunity in the way 
of natural resources to make itself self-supporting. I would think we 
might face in Greece the necessity of economic assistance for a long 
pe riod, ’ 

lceland is a single-industry country which also has some difficulties. 
They have lost some of their markets of their greatest single product, 
fish 

Apparently there are not enough people who like to eat the kind 
1 fish that Iceland has to make it self-supporting, so the necessity 
of building up other industries to pick up that load may be a long one. 

Those are in terms of purely economic recovery-continued assistance. 

In terms of the need of economic assistance brought on by the 
additional military load, I do not know. The whole pian of this 
present program which has been presented to you is that the United 
tates Government in the first few years would give massive amounts 
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of end-item aid, and some economic assistance, the purpose of thy 
economic assistance being to build up facilities which can provide 
sufficient available sources so that they can maintain those end items 
after a period of 2 or 3 vears. 

If we can do that in a way that does not destroy their ability to 
earn money through export of goods which they are now shipping to 
the Western Hemisphere, they should be able to pay for the mainte- 
nance of that ey iipment and to pay for the replacement of it within 
I do not know, three to five years. I think that is a difficult projection 
I am sorry I cannot be more specific in my response, but it is a very 
complex problem. 

Mr. Merrow. Would it be fair to say that the amount of aid and 
the time for which it must be continued will depend to a great extent 
on the degree of economic integration on the Continent, and by 
economic integration | mean also the integration of Western Germany 
with the rest of the Continent? 

Mr. Fosrer. I think that is a fairstatement. I think that is one of 
the fundamental facts of the whele Western European set-up. Europe 
has been made up of a series of small economic and political entities 
We have in the course of the last 3 vears, as I said vesterday, been 
able to break down many of the barriers to the free movement 0! 
goods, services, and people, but not enough of them. 

I think that one of our basic objectives all the way through has bee: 
the greatest possible extent of such integration in order to develop a 
single market which would lead to the production on a more effieient 
basis of the goods which are produced over there and which would 
thereby lower the costs and make available at a cheaper price goods 
produced within Europe. . 

I think certainly the market is there in the form of 275,000,000 
free peoples who want all the things that we want. The amount o! 
economic integration can well be the deciding factor in whether the) 
do move to this condition of self- -support and freedom from the need 
of extraordinary outside aid from us. 

Mr. Merrow. | thought from what vou said yesterday that you 
favored the spelling out of the various steps by which this economi 
integration is going to take place and you would perhaps put then 
into the legislation as things to be desired, but would not attach them 
as conditions to the continuation of the aid. Is that correct? 

Mr. Fosrrer. Yes, sir. 

Mr. Merrow. You would be very careful to spell out the manne: 
in which we feel these countries should operate to bring this about? 

Mr. Fosrer. I would like to make one qualification. I said | 
thought it very desirable to establish objectives. I do not think | 
would quite go as far as you did in saving | would specify it in detail 
if I understood what you said, because when we become too precise 
in the exact objectives we may be laving down objectives that due to 
conditions there are impossible of achievement. 

I do think the broad objective such as the accelerated trend toward 
integration is a very good one to have, and that could well be incor- 
porated in the legislation. How that should be done in detail 
what we mean exactly by that in detail, | would be a little hesitant to 
approach. I am not sure we are smart enough to lay out exact!) 
the methods through which it would be achieved in Europe. 
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Mr. Merrow. It seems to me considerable thinking should be done 
along those lines, because after the money is spent there will not be 
means of pressure. Is that correct? 

Mr. Foster. There may not be the same pressure. Of course, we 
believe this is in their interest and there should be a pressure from 
within to get it done. Unless it is something that is in their interest, 
it won’t be done anyway. 

Mr. Merrow. Some seem to think—even the Europeans—that 
perhaps we have not been positive enough and perhaps not insistent 
enough in making certain demands 

\Ir. FOSTER. | think that is probably true, too, and vou do again, 
as between countries, have differing philosophies toward this. | 
spoke vesterday of General Eisenhower's speech on July 4, which | 
think Was & magnificent expression of the peed of unity within Europe. 
| think that “Ike” in his person and through his having taken on this 
activity is a great spur toward integration-—one of the greatest contri- 
butions we have been able to make in the United States toward that 
end. But even in *‘Ike’s” speech L think you will find it is in terms 
of the general objectives. 

The countries individually, some of them, want to move toward it 
very rapidly, and some of them have reservations as do the British, 
for good and sufficient reasons, perhaps, from their viewpoint. 

Mr. Merrow. Would you care to comment on what progress has 
been made by way of coordinating the defense production programs 
ip to date in Western Europe, or the NATO countries? 

Mr. Fosrer. | can talk in general terms from the viewpoint of 
production as such. From the viewpoint of the military aspects of it, 
General Bradley or Genera! Scott can give you very much better in- 
formation than I. Fundamentally we have approached the problem 
on the basis of it being a variation of the problem we had been faced 
within ECA for 3 vears. Our objective for 3 vears has been to build 
up the whole range of production in Western Europe. 

Now, in this new context we are faced with the urgent necessity of 
nereasing particularly the heavy-goods industries and the more 
directly military-contributing industries. To do that, of course, we 
have continued through ECA to work through our industry divisions 
with the governments and with the industries of those countries where 
we have missions. 

In addition to the United States as a single focal point devoting 
iself to this, there was established under the NATO organization a 
Defense Production Board, which is an international body made 
up of usually the Minister of Supply of each of these countries, and 
sitting as a board of 12 men representing the 12 NATO countries. 

We have on that the United States representative, who is William 
Batt, who also happens to be the chief of our mission to the United 
Kingdom. The coordinator of that group is also an American, Mr. 
Rod Herod, who is an international executive who attempts to bring 
the consideration of these production problems together and = ac- 
celerates the movement toward a strong production activity. 

Of course, they work within the plans established by the military 
groups. Through that mechanism they are identifying production 
problems; they are bringing to bear technical assistance to resolve 
some of them; they are bringing together in one point the possibility 
assigning or subcontracting certain types of production to the 
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countries best fitted to do it; and, by and large, the movement, 
while it has not yet moved anywhere near as fast as we had hoped for, 
is making substantial progress. 

I talked to some of the members of that Board when I was in 
France and London just 2 weeks ago, as I think some of the members 
of this committee did. I am not sure whether you did or not. 

Mr. Merrow. Yes; we did. 

Mr. Foster. But I think out of that is coming an integrated look 
at this production problem, and with that integrated look a genuine, 
over-all movement toward the more adequate production in time 
for what we need. 

Mr. Merrow. Progress does not seem to be as great in many of 
these fields as we hoped. Are we hoping for too much? 

Mr. Fosrer. I think we are a very hopeful Nation, Mr. Merrow, 
and I think our targets and sights are perhaps a little high. We, as 
a production nation, are able, as you know, to turn things on so well 
that we have set our sights perhaps higher than some of these other 
countries, which have been more limited in mass production, can yet 
achieve. However, I think they are making good progress toward it. 

Mr. Reece. Mr. Merrow, would you mind yielding? 

Mr. Merrow. I yield. 

Mr. Reece. I wonder if you would mind giving us a little of Mr. 
Herod’s background. He seems to be a rather important young man 
there. I am not familiar with it. 

Mr. Foster. Mr. Herod, Mr. Reece, was president of the Interna- 
tional General Electric Co., and he had spent over the last many years 
a great deal of time in Europe, working with not only the foreign 
affiliates of the General Electric Co.—with their own companies 
abroad and, of course, with their suppliers abroad—so he had a very 
detailed knowledge of Western European production possibilities. 
I believe the United States was very fortunate when this international 
body did choose a coordinator that we had as qualified an American 
to work with them as Mr. Herod is. 

Chairman Ricuarps. Mr. Burleson. 

Mr. Burveson. Thank you, Mr. Chairman. 

Mr. Foster, I have always thought of ECA as being a temporary 
organization, and much is being said about the termination of its 
activities, or of this program, at some time or other, although no one 
can determine just when. However, on pages 7 and 8 of your pre- 
pared statement—and I use this as an example—you make reference 
to southeast Asia to continue the objectives there with funds to be 
made available under this bill, which suggests to me a permanency of 
activity in that area. 

As I understand it, the objectives there are to improve essential! 
services—that is, health, transportation, communication, technical 
training, and so forth—as well as to promote economic rehabilitation 
and the development of agricultural industry and production, fisheries, 
and so forth. Under Public Laws 535 and 472, the ECA law of 1950, 
known as the China-Aid Act of 1950, the ECA was authorized to use 
funds from the China-Aid Act of 1948 for those areas determined by) 
the President—that is, areas in China determined by the President 
to be not under Communist domination, or some such language. 
That has been construed to mean Thailand, Burma, Indochina, 
Indonesia, and the Philippines—practically all of southeast Asia. 
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Now, as I understand it, you intend to continue the ECA program 
in that area, and yet we have something called point 4, which is a 
very ambitious program. I do not know what the breakdown of 
funds may be for point 4 in this bill, but do we intend to have two 
agenc: ies operating in southeast Asia, indefinitely with the same objec- 
tives? As I understand it, point 4 is a permanent program. Now, 
would you comment on that, please, sir? 

Mr. Fosrer. I will be happy to, and that is a very important 
question to bring up, because there is a good deal of confusion on the 
subject. 

Point 4, as you indicated, is considered to be a permanent and 
long-term and lasting activity, which I believe is a very useful thing 
for the United States to pursue. 

Last year it was determined that with the funds from the China- 
Aid Act, to which you referred, it would be useful, due to the experi- 
ence ECA had not only in Europe but which up to that point we had 
had in China and Formosa—it would be useful perhaps to extend 
that type of operation to the other countries which you mentioned. 
In order to make clear that this was not ECA in that sense, those 
missions were called STEM missions, but were operated by the ECA, 
and the chiefs of those missions are responsible to the ECA Admin- 
istrator. 

It was thought then that perhaps these could be somewhat more 
temporary activities. 

Another place, of course, where we had the operation was in Korea. 
It was thought that these could be somewhat more temporary in the 
terms of the ECA administration of them, but at least it seemed in 
the interests of the United States Government to take advantage of 
the then ECA organization to run these new programs. 

There was confusion as to where point 4 began and where STEM 
ended. There have been a series of pieces of paper between the 
agencies and discussions as to how to avoid duplication. In the 
hearings before this committee last year, 1 think, we read an agreement 
as between the point 4 organization and our own organization, which 
indicated our intent to avoid duplication. The arrangement is that 
where we have an ECA mission, either in southeast Asia, or, for 
instance, in the oversea territories, and there are point 4 types of 
activities to be undertaken, that ECA will operate those particular 
functions so that there will not be two United States Government 
agencies in the same country. 

We may be carrying out the technical-assistance type of activities 
which point 4 does in the countries where we have no missions, but 
there is no duplication in those countries because we carry out the 
technical-assistance functions in terms of agricultural-extension work, 
in terms of agricultural-improvement work, in terms of health and 
sanitation activities. The basic way that we now eliminate duplication 
is that there is one agency in a country, and if we are in it or if we 
are in that country with an ECA operation then the point 4 agency 
does not operate there. Of course, we would consult and advise with 
them, but they would not operate there. 

Mr. Burteson. Then that would mean ECA may be in Burma 
and point 4 in Thailand? 

Mr. Foster. No. We are in Burma and in Thailand. 

Mr. Burueson. I am supposing that. 
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Mr. Foster. Oh, it could be. lL 
Mr. Burteson. They could be side by side? fi 
Mr. Foster. That is correct. tl 
Mr. Burueson. The advantages then toward accomplishments I 


from the competitive angle—and we have all seen competition between 
Government departments—would be the one who had the most money 
to spend? 
Mr. Foster. I am not sure I would like to put it in those terms. | 
think a certain amount of competition is healthy. There should not 
be competition for personnel in the sense of our drawing on the same t! 
pools, and there is not. There is close coordination between ECA and 
TCA, and If do not think there is competition in the sense that vou fear. 
We undertake in general broader programs than the TCA programs 


in that we would enter into the general economic programs of the coun- W 

tries, but the related activities of the technical assistance which I have 

just referred to fit in without competition in my opinion. g 
Mr. Burieson. But the objectives of the ECA program in these a 

countries, on which has been spent $157,000,000 of the $164,687 ,000 

available for these areas, are not temporary are they? is 
Mr. Foster. No; they are not. We would probably put more em- 

phasis on some of the short-term objectives than could TCA through p 


its program. I am not quite clear as to that breakdown you have. 
That indicates what area? Is that southeast Asia and south Asia? 


Mr. Burreson. It comes from those funds made available to the SI 

President to use in these areas. As I understand it, you have used 

the 1948 ECA funds by the action of the 1950 law. Pp 
Mr. Foster. Oh, you are referring to the past funds. We had a 

left over from the China-aid funds for use in that way. As I recall 

the figures, last year it was about $89,000,000. ti 
Mr. Burierson. $89,000,000 was that which was carried over? 0 
Mr. Foster. Mr. Cooley reminds me we did come in in December Pp 

and ask for the right to transfer 3 percent from the European funds, 

which brings it up to the total you.talk about. e 
Mr. Burreson. That amounted to approximately $75,000,000. a 
Mr. Foster. That is right—a total of $164,000,000. V 
Mr. Burteson. The thing I am getting at is, if ECA is a temporary k 

program how can these most ambitious objectives likewise be con- M 

sidered of a temporary nature? As I said, I do not know what the \ 


breakdown is in the bill, or what is to be used in that area. Neither 
do I know how much the point 4 program calls for, but I know at 
present it has little money. I just mentioned this figure here as a 


comparative figure to the sum appropriated for the point 4 program. P 
Now, without any reflection of an unfavorable nature on ECA, how S| 
can an organization, operating on a supposedly temporary basis, u 
deal with these long-range purposes? Could not a permanent organ- : 
ization do a better job? The emphasis of ECA as I have always v 
viewed it, was in Western Europe. However, now here is ECA going ‘ 
around the world in a great program, and yet the organization, as e 
I think of it, is a temporary one. 
Mr. Vorys. Will the gentleman yield? b 
Mr. Burueson. Yes. | 
Mr. Vorys. As to what ECA thinks of itself, you can find it on the k 
shield they are using now. They changed it at the beginning of this r 


year. I first noticed it up at their birthday party. It was a great, big, 
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United States shield which said on it, “Strength for the Free World 
from the United States of America.” In a short form, that is what 
their formal purpose is, as put on their shield and on their letterheads. 
Is that not correct, Mr. Foster? 

Mr. Fosrer. That is correct, sir. 

Mr. Rreicorr. Will the gentleman yield? 

Mr. Burueson. I yield. 

Mr. Risicorr. That is a pretty good slogan. 

Mr. Vorys. Well, as to how much territory they are taking in, it is 
the whole world, according to their own insignia. 

Mr. Roosrve tr. Will the gentleman yield? 

Mr. Burueson. I yield. 

Mr. Roosrve tr. Is not the area they are taking in all in accordance 
with the acts of Congress? It is not as though they had suddenly 
plunged their hands into Uncle 5 Sam’s hip poe ‘ket and said, “We are 
going to move into another part.’’ We authorized them to do it, 
and directed them to do it. Let us get the blame in the right place. 

Mr. Vorys. I am not talking about blame, but I do not think there 
is anv authority in law for that. 

Chairman Ricuarps. Gentlemen, will you speak one at a time, 
please? 

Mr. Javits. Will the gentleman yield for an observation? 

It seems to me the area ECA is covering is coterminous with the 
size of the Communist threat—the whole free world. 

Mr. Buriteson. That is not the point I wish to make but it is a 
point. Iam trying to get in focus what I think is a practical question 
as to the accomplishme nt of the objectives of the program. 

Here are two agencies that have the same objectives, one supposed 
to be temporary “and one set up on a permanent basis. They are 
operating in the same area with the same funds, and it is a long-range 
program, and a very ambitious one. They are cert: ainly continuing. 

Now, you do not improve agriculture, and you do not improve 
essential services, like health, transportation, communication, and 
all of that sort of thing this vear, and then do nothing about it next 
vear. It is a continuing thing. Anyway, in some of these areas we 
know very well, as observed during the war, if we put every facility 
which we enjoy in the United States, in some of these places and 
walked off and left it, vou know how long it would be there. 

Mr. Rooseveit. Will the gentleman yield? 

Mr. Burueson. I yield. 

Mr. Roosreve tr. | think you have hit upon a very important 
problem i in the minds of many of us as to just what the point 4 respon- 
sibility is for non-Western Europe; that is, the metropolitan colonies 
in Africa and so on, and what the ECA responsibility is. 1 think this 
all heads up again into the problem we were discussing yesterday, 
which is just what are we going to do, if we do anything in this bill, 
about the continuation of ECA or the transfer of ECA into a new or 
existing department. Is that not really the problem? 

Mr. Burueson. We are not approaching it from that standpoint 
because here is ECA— 

Mr. Rooseve tr. When we decide what we are going to do with 
ECA we will have solved this problem about ECA and point 4 
responsibility. 
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Mr. Burieson. We can hardly approach it in that respect. As 
I understand it, here is a program for southeast Asia. At another 
point in the bill we will have the point 4 people come up and support 
their proposition within the same measure as applied to the same 
area. Is that correct? 

Mr. Fosrer. That is correct. I would only like to make one point, 
Mr. Burleson. 

Mr. Burreson. Yes. 

Mr. Foster. You say in the same area. I think the differences 
between countries, even though they are contiguous, are quite sub- 
stantial. I think it is perfectly possible to separate out the problem 
in two neighboring countries in that area. I can assure you the 
governments in those areas have considerable differences, and you 
might have an entirely different operation. 

As to your point as to the long-term nature of it, I certainly agree, 
and we are doing this on the basis of both interests—both establishing 
the long-term nature of this in those activities which are of a long- 
term character, and establishing the impact characteristics in those 
things where you can immediately get some results which show these 
people that we are interested in their welfare. I think it is a workable 
system. I think that we have gotten along with it without duplica- 
tion and waste. 

I am sure you will want to talk to Dr. Bennett when he comes up 
here on this problem from his viewpoint, but one point I would like 
to make clear is that we could not elect ourselves to do this job. It 
was felt in the executive branch that we had some assets which could 
be useful in carrying out the long-term and short-term foreign policy 
of the United States, and we said while we had plenty to do in Europe 
we would take it on in that national interest. 

Mr. Burteson. Let me repeat, Mr. Foster, I was not directing 
these remarks as a criticism. Rather the criticism, I think, rests 
squarely on the Congress to pin-point responsibility and to approach 
the question from a practical viewpoint. 

Mr. Chairman, I may be crossing bridges before we come to them, 
but I think that is a fundamental issue which is going to have to be 
decided along with these many others. 

Mrs. Kextiy. Will the gentleman yield? 

Mr. Burteson. I yield. 

Mrs. Key. As I understand it, the ECA is Federal assistance to 
the nations of the world, particularly Europe, to promote economic 
recovery whereas point 4 is an endeavor on our part to encourage 
private enterprise to invest for economic development so that there 
is a transition period at this time due to changed world conditions. 

Mr. Burteson. That it encourages private enterprise is one part 
of it—a theoretical part, I might add. 

Mrs. Ketiy. But due to world conditions at this time point 4 
could not go into its full operation. 

My question, Mr. Foster, is this—— 

Mr. Burueson. Let me observe this: The money comes out of the 
same pocket. You cannot get away from that. 

Mr. Vorys. If the gentlewoman will yield, the ECA law requires, 
and Mr. Foster administers that law, that it should stimulate 
private enterprise and work through it in every possible instance. 
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Mrs. Keutiy. That is the channel. However, at this time would 
it be better for the United States to assist sectional plans such as the 
Colombo plan in place of initiating new developments or industries? 

Mr. Foster. I think the Colombo plan is a very promising plan. 
| think we should work as closely as we possibly can with it. It is 
based, as you know, on the contribution of the members of the com- 
monwealth and the neighboring states there, and I think that it is a 
very fine thing. I am afraid of itself it is not sufficient. Perhaps 
it is my personal inclination that I think many times directly as a 
United States agency we can be more effective than we can in working 
through a he series of international groups in which it is more 
difficult to get decisions and more difficult, perhaps, to move forward 
as forthrightly. 

Mr. Herrer. Will the gentleman yield at that point for one ques- 
tion? 

Mr. Burueson. | yield. 

Mr. Herrer. You have raised a very interesting question there 
which should be reserved until later, but it fits in here at this point 
in the record. I wish you would comment on this. 

In the draft of the bill we have before us I think there is $112,000,000 
for aid to Korea and rehabilitation in Korea. You operated in Korea 
prior to the outbreak of hostilities, and some-people believe it was the 
success in some measure of your reviving the economy of South Korea 
that led to the invasion, among other things. However, that $112,- 
000,000, as I understand it, is not to be spent by you, but is to be 
turned over to an international organization to be spent. 

We have had some rather unfortunate experiences with UNRRA 
in days gone by, and I am wondering if you would want to comment 
on that, because this, as I visualize it, is a turning over of $112,000,000 
in accordance with the United Nations resolution, and the adminis- 
tration would be entirely out of our hands, and it would be carried 
on entirely by a committee form of administration again. 

I wonder whether you would care to comment on that? 

. Mr. Foster. Yes. I will be happy to comment on that. Mr. 
erter. 

No; I do not think that is a committee form. It is done under the 
auspices of a group of nations in the United Nations. The United 
States program will be carried on to some extent, that is, there will be 
an American direetor of the relief agency, that is, of the United Nations 
Korean Relief Administration or Agency—I have forgotten what the 
“A” stands for—and it will use many of the patterns and practices, I 
think, that ECA had when it operated in Korea. I think, in fact, it 
will use a good many of our mission people out there. 

Mr. Herter. To whom would it be responsible? 

Mr. Foster. It would be responsible to the United Nations. 

Mr. Herter. To the United Nations directly? 

Mr. Foster. Yes. As to my comments on the Colombo plan, I 
think I said it was a very promising plan which we wanted to work 
with. However, I believe I said that I did not believe it supplanted 
the ability of the United States through its own agency, possibly 
working alongside of that, to achieve certain things. 

| was not in any sense minimizing the ability of those United 
Nations groups because yesterday, you recall, I referred to our work- 
ing with them too in these Southeast Asia undertakings which we 
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have. The statement was that we should not, in my opinion, become 
completely submerged in that kind of multilateral activity. I think 
we can continue to contribute by, in addition to our contribution to it 
over-all, maintaining a single agency on the side to accomplish those 
things which perhaps can be best accomplished bilaterally. By “on 
the side’ I mean nothing with any evil significance. 

Mr. Herter. I| am not critical of the United Nations or the United 
Nations resolutions. 

Mr. Fosrer. I understand that. 

Mr. Herter. But I think there is such a thing as seeing money 
well spent, and sometimes each nation feels it has an obligation to 
put its own personnel in the field. Then you get a very bad division 
of responsibility and authority from the point of view of getting a 
very difficult job done quickly and efficiently. 

Mr. Fosrrer. There was a great deal of thought given to the estab- 
lishment of this particular United Nations group to try to minimize 
that multi-nation difficulty, and the restrictive influences of too many 
votes on it. I think what came out of it within that broad framework 
is a pretty good set-up. I have forgotten the number of nations 
represented on it. It is either five or seven. Do any of my cohorts 
know? It is either five or seven, and they are free to act within pretty 
broad limits by decision of that group, and they have a focal point of 
direction in terms of Mr. Kingsley, who is the American director of 
the agency. 

Mr. Roostve tr. Will the gentleman vield at that point? 

Mr. Herter. I yield. 

Mr. Roosrve tr. | think this problem Mr. Herter brings up is « 
very interesting and important one. We are all anxious to see money 
well spent, but I think on the other hand we have got to be aware of 
the fact that the fellow who is the “money bags’ has the danger of 
becoming known as Unele Shylock. 1 think one of the ways we can 
take the curse cff the good we are trying to do, which is so often 
misinterpreted by the recipients, is to work as much as_ possible 
through the United Nations in a lot of these programs—not just 
Korean relief, but some of the others. 

That is why I mentioned yesterday whether ECA or some of the 
other agencies were doing any long-range economic development or 
planning with a view to working it out under a United Nations pro- 
gram. I think if we can achieve that and still avoid the difficulties 
that Mr. Herter referred to, we will encourage the international aspect 
of it and discourage the Shylock aspect of it. 

Mr. Jupp. Will the gentleman yield there? 

Mr. Roosevetr. I yield. 

Mr. Jupp. As I recall it, Shylock was taking money from others 
and not giving it to them. 

Mr. Rooseve tr. I know, but we are accused of being Shylocks and 
are accused of giving this away in order to be the economic controller 

Mr. Jupp. They can give their money away, too, if they want to 
give it away. 

Chairman Ricuarps. Wait a minute, Dr. Judd. I am going to 
recognize you right now. 

Mr. Jupp. I am waiting my turn. 

Chairman Ricuarps. Dr. Judd, this is your time. 

Mr. Jupp. Mr. Chairman, I was going to leave Asia to the end o! 
my time, as I usually do, but inasmuch as others have brought it into 
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the discussion I want to ask a few questions on that subject first, with 
your permission. 

~ You recall, Mr. Foster, that when this program was started for 
Europe it was in essence presented in exactly the terms you use for 
Asia, which I find on page 8 of your prepared statement, where you 
say: 

The security of free Asia depends fundamentally, therefore, on how effectively 
America and the West can help the governments of free Asia meet the elementary 
needs of their peoples. 

ECA was set up to help meet the elementary needs of the people of 
free Europe. It was not enough. We had to move on to a second 
step or stage, military assistance, so that they could defend them- 
selves against external aggression as well as internal unrest. 

Then it was discovered a third stage was necessary. Europe did 
not have enough raw materials, and if step by step Asia and these 
other underdeveloped areas were taken over by Communists, Europe’s 
recovery would go by the board. So we went to the third stage, as 
you said here, of seeking to meet the elementary needs of the peoples 
of free Asia, partly because that is in their interest, partly because it 
is in our interest, but primarily because it is necessary in order to 
pull through in Europe. 

Do you not believe we must add as a fourth stage these four words 
to that sentence: 

“The security of free Asia depends fundamentally, therefore, on 
how effectively America and the West can help the governments of 
free Asia meet the elementary needs of their peoples—and build their 
defenses’’? 

Mr. Foster. I think so. 

Mr. Jupp. Do you see any way in which you are going to be able 
to carry on your STEM programs or point 4 programs in southeast 
Asia if the countries are overrun? 

Mr. Foster. No; 1 do not. I would agree with that. 

Mr. Jupp. You have more experience out there than anyone else 
because you have your ECA people there. What is your estimate of 
prospects of those countries by themselves building their defenses so 
that they can resist the pressures which you know exist from the 
north? 

Mr. Foster. One, I would like to disclaim that. I am not in your 
league as an expert on the Far East. 

Mr. Jupp. But you have real experts out there reporting to you 
every week. 

Mr. Foster. I am a 3-day expert on all of those countries. I have 
missions reporting there. I think again it varies as between the 
countries, Dr. Judd. I think a number of those countries have the 
possibility of building their own defenses, but only if we assist them 
todo so. I think there are some of the other countries which as vet 
are so thin in their cover and have so little on which to build that it 
would be very difficult to get any sort of defense until we can first 
strengthen the governments themselves, or until they can strengthen 
the governments themselves. 

I think the basic necessity in that is to get the support of their 
peoples, and they will only get the support of their peoples through the 
achievement of some of these other objectives to which we have 
referred. It is to that that we therefore directed our first energies. 
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But, again I must say, each of those countries is an individual case, and 
the conditions as between them, as you know much better than |. 
are quite different, and they must each be considered on that basis. 

Mr. Jupp. All I am trying to say is, should we not state frankly 
to ourselves, and to the Congress, and the people, that we have to 
have a military-aid program in those areas just as well as an economic- 
aid program, and we have to do both in Asia or neither will succeed, 
just as in Europe? 

Mr. Fosrer. | think in many of those countries we have to do both 
In some of them, as you know, they feel they do not want that kind 
of connection with us. They feel they can do it on their own. 

Mr. Jupp. I was shocked to find evidence of that in Europe. 
You say in your statement dealing with Europe that we must under- 
take a program for helping western Europe to build its defenses 
One of our ambassadors over there told us, “You have no idea how 
hard a job we have had persuading this country to build its defenses.”’ 
They did not want to be associated with that kind of effort in parts of 
Europe either. 

However, a great deal of progress has been made there, and you 
believe we must direct sensible and reasonable efforts, not in the form 
of compulsion but of persuasion, in that direction in Asia, too? 

Mr. Foster. I certainly do. As you know, in many of the countries 
we are actually moving forward to that sort of military strengthening 
as well as an economic strengthening. 

Mr. Jupp. Is the biggest bottleneck in your programs in those 
countries money, or is it the right kind of persons? I am talking 
about Americans now. Is it American money or American persons? 

Mr. Foster. I would say American persons. 

Mr. Jupp. Do you not think the major reason why you have been 
so successful in Burma, for example—which was on the ropes only 
2 years ago, and your mission more than anything else has shored i! 
up—and in Formosa and other countries, is that you had fellows like 
Moyer and Winfield, who understood those countries and their 
problems and who began from the bottom instead of starting from 
the top under a master plan, devised in Washington, with a sub- 
division for each country, and trying to make all these countries into 
a sort of little America? 

Mr. Foster. I think we cannot ever give enough credit to the people 
who have gone out to those countries, such as Dr. Moyer, and man) 
others of our mission chiefs who are out there and who have been able 
to understand the nature of the people and get their confidence and 
to work with them in achieving this improvement. I think the results 
in Formosa are really amazing, and I must admit that when I went 
out there I had not expected to find anything like that. I state that 
almost as an example of how with a little money and the right people 
you can completely transform an economy. 

Mr. Jupp. I was pleased to hear the Rockefeller Foundation 
medical expert, Dr. Grant, say recently that the medical program 
there has developed so well that in the Rockefeller Foundation the) 
are now advising people from India and other Asian countries to go 
to Formosa to see how getting medical aid and health education to 
the country people can be done. 

Coming back to Europe, vou say on the first page of your prepared 
testimony that we have increased their agricultural production about 
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9 percent above prewar levels. Do you have, or does one of your 
associates have, the figures for the population increase in those coun- 
tries during the same period of time? Is it not about that amount? 

Mr. Foster. I think it is about 10 percent. 

Mr. Jupp. So that approximately they are not much better off 
per capita? 

Mr. Foster. Just about what they were as far as availability goes. 

Mr. Jupp. The question of unification has been brought up by 
several Members. ‘The committee has heard me argue this here and 
in the House for many years. I felt, as you said, that while we were 
passing out the dollars, we ought, in a noncompulsory way, to make 
certain they feel encouraged to achieve certain goals. I wonder if 
you think it is too specific to say in the ECA law where it now reads: 
It is declared to be the policy of the people of the United States to encourage the 
further unification of Europe * * *— 
the first vear it was the “unification,’’ and the second vear it was the 
“further unification’’—would it be all right to put there, ‘the economic 
unification and political federation of Europe’’? 

Mr. Foster. I will have to pass to the State Department the polit- 
ical federation part of that. The first part of it 1 would accept; the 
first part of that phrase, that is. 

Mr. Jupp. The first part, “economic unification,’ is the more 
urgent. 

You say Greece is not going to be able to make it without outside 
help. There are certain States in the United States that could not 
make it if each were a completely separate economic unit. Having 
the 48 States in one economic unit is what gives the whole economy, 
and therefore each State in it, strength. 

Mr. Foster. I think you can state those objectives and that 
particular objective appropriately because that is what we have pressed 
for with all of our vigor for these 3 vears. 

Mr. Merrow. Will the gentleman yield at that point? 

Mr. Jupp. Yes. I yield. 

Mr. Merrow. In that connection, would you make reference to 
quotas and the desirability of removing tariff barriers, and dual 
pricing, and so on? 

Mr. Fostrrer. Some of those I think are already in. I think we talked 
about tariff barriers in the existing act. As to quantitative restrictions, 
certainly they can be mentioned. We have mentioned very forcefully 
dual pricing. Again, it isin context. It is how much detail you want to 
go into. Economic unification, in the terms that Dr. Judd speaks of, 
would cover all of these. If you want to specify within the broad 
phrase the detailed considerations that go to make up the broad phrase, 
the trouble is you may be more restrictive than if you leave the broad 
phrase. But, you gentlemen are legislators and can make the phrases 
better. I would be a little afraid we might be more restrictive rather 
than more encouraging if we specify it too much in detail. 

Mr. Jupp. The major new step we debated when extending this law 
last year was the Payments Union. Do you feel it has worked as well 
as you contemplated, or expected, or hoped for it? 

Mr. Foster. I think it has been one of the great achievements of 
this whole activity, and I think it has the promise of being an enduring, 
permanent institution, which can lead to even broader integration. 
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Mr. Jupp. It is largely out of OEEC and the Payments Union that 
the movement for a united Europe has developed. Is that not right? 
Mr. Foster. Yes, sir. 

Mr. Jupp. What hope do you see of achieving in the military pro- 
duction field the same kind of thing as, or something like, the Payments 
Union, where each country will produc e all that it can of a commodity 
or weapon that is needed for the whole area, even though that is far 
beyond the needs of the particular country? 7 say that bee ‘ause only 
if you mobilize the full produe ‘tive capac ity of all those countries can 
thev stand and can we lessen the burden on ourselves. 

Mr. Foster. That is a more difficult thing to achieve. I think the 
Schuman plan is the first constructive and positive step toward it. 
It has had a very difficult role getting as far as it has, due to the natural 
reluctance of both private industry and government to throw their 
production into the one pool; but we believe it will go through, and we 
believe that it will be a pattern for other similar kinds of economic 
pools, and it will lead to what you have in mind in due course. | 
doubt that that is an approach vou can achieve in one fell swoop. 

Mr. Jupp. Yes; but you believe there is hope of working out a 
formula such as the Payments Union was for the paying up of inter- 
country debts at the end of stated periods, and that something 
similar can be worked out in this field? 

Mir. Poster. Tam not sure you can de it by a formula, Dr. Judd. 
I think rather this w ‘il be achieved through a series o steps related to 
each other and built on the Payments Union, which is one of the things 
which will make it possible. 

Without the Payments Union there would have been no hope of 
ever achieving this, in my opinion, because you would not have had 
the ability to settle balances at the end of a period, which you would 
require in order to make this kind of a products pool to which you refer. 

Mr. Jupp. Do you foresee a time in the reasonably near future when 
the Payments Union can stand on its own without contributions every 
year from the United States? 

Mr. Foster. Yes. I am not sure what we mean by the reasonably 
near future, but I see a time, and we are certainly moving toward that. 
I think that had been our concept from the beginning—that we had to 
finance the initial stages of this in a substantial measure, but certainly, 
as it got under way, it should be able to do that financing itself. 

Mr. Jupp. Is that not one of the major reasons why we must con- 
tinue an economic-aid program, whether it is called ECA or something 
else? 

Mr. Foster. Yes, sir. 

Mr. Jupp. You brought up the Schuman plan, and I would like to 
ask you a question about that. You say it is another heartening move 
toward unification. Is it so heartening? Do you wholly approve of 
the Schuman plan, or are you afraid of its becomiog an inte national 
cartel, as is so frequently said? 

Mr. Foster. I am not afraid of its becoming it. Had it not been 
subjected to the kinds of provisions it has in it, that form is one that 
might lead to a cartel. In other words, when you put together basic 
industries of that sort and when you put the principal enterprises 
within the control of a small group, you have, of course, the possibility 
of a cartel type of control. 
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The specific provisions in the Schuman plan, the method of govern- 
ment, the method of appeals, and the basic philosophy which lies 
behind its objectives, are such that I do not think it will be used for 
that purpose. But, the form is such that without all of those restric- 
tions it could well be. 

Again | think it is a question of the spirit in which it is carried out, 
and | think that spirit is the right spirit, and I think in view of that 
the possibilities are good—— 

Mr. Jupp. In your opinion, is it true, what we heard in various 
places, that the greatest need in some of these European countries is 
not that they get more of our goods, but that they take over more of 
our methods, that is, the technical, organizational, managerial know- 
how, of which you are an example par excellence, and, even more, 
a change in their economic philosophy? 

I met an Englishman who said, ‘I have been in America, and the 
trouble is that England’s economy has been built for years on how 
much money we can make out of producing as few things as we can 
at as high a price as possible. Yours is the opposite. Your economy 
is based on how much money you can make out of producing as many 
things as you can for as low a price as possible.” 

He said that habit of thinking in his own country had not changed, 
and there was a greater lag in getting that change of philosophy than 
there was in any other field. Do you agree with that? 

Mr. Foster. I do. I think the toughest job we have, as you indi- 
cated, is to change the state of mind. That is tough not only in the 
European countries, but in our country, to change the state of mind. 
I think there is great hope, though, in some of the younger managers 
and some of the younger owners of these businesses and, I think, 
in some of the rising trade union leaders. I think that is one of the 
things to which we are devoting a great deal of our time and effort. 
I think there is hope that we can change that state of mind, but 
before we can achieve any of these other things, we have to do that, 
and that is the tough job. 

Mr. Jupp. One more item and then I will pass and let others have 
time. I will be back later, 1 hope. 

I judge from your statement yesterday that you feel an organiza- 
tion like ECA, whether it is called ECA or not, must be continued, 
and that you prefer to have it continued on an equal status with the 
regular Government Departments, coordinated with them but not 
under them, either Defense or State. Is that correct? 

Mr. Foster. That is correct. 

Mr. Jupp. Do you feel that the Military Assistance Program should 
be an independent operating agency separate from Defense or State? 

Mr. Foster. I am not sure as to the distinction which you make. 

Mr. Jupp. I am speaking of the Military Assistance Program. 
Yours is the economic assistance program. 

Mr. Foster. You mean the end-item program in which we supply 
the manufactured equipment to the Europeans? 

Mr. Jupp. Yes. We have an economic and a military-assistance 
program. ‘The economic program should be separate, we believe. 
You do and we do. Do you think the military program should be 
separate also? 

Mr. Fosrer. Whatever or however the military program is handled, 
certainly the procurement and the development and the decision as 
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to equipment and forces is a military problem and should be done by 
our military. As to whether the actual delivery of that end item and 
the scheduling of it could be done under a separate organization, I am 
not so clear on. 

I have in mind, of course, the recommendations that were made by 
the Committee on the Present Danger, which came out with a recom- 
mendation that a new economic agency be set up which would adminis- 
ter both forms of aid since basically they were both economic aid. | 
think that is a suggestion that is certainly worth considering. 

The ability to separate the pure administration of that program 
from the procurement and other parts of it may not be as easy as 
that committee indicated; and if it is not, then it would be better 
to leave that administration in the military, as it is now. 

Mr. Jupp. But, in principle, do you agree it would be desirable to 
have each of them separate from the regular policy-forming agencies? 
Or, do you believe they should be combined into one, the military and 
economic in a separate agency, correlated with but not under the 
old-line agencies? 

Mr. Foster. I will not come to that. I cannot answer that ques- 
tion specificall 

Mr. Jupp. Fas not trying to commit you, but just to get your 
judgment. 

Mr. Foster. I think if you are able to separate the delivery—to 
use an oversimplified term—of the end items from the procurement, 
scheduling and policy part of it, it would be perfectly possible me- 
chanically to put the administration and the delivery of that into the 
same agency that administers the economic assistance; but I have to 
base it on the question of whether you can so separate it. Of that I 
am not quite so sure, and [ think you might do better, and I think the 
military perhaps could answer that one better than I. 

As far as scheduling the goods goes, of course we can do it. We 
have done that on all kinds of commodities all the time we have been 
in business, but whether they can be separated out as an operating 
function of that character, I do not know. I am not so clear on that. 

Mr. Jupp. One of the reasons why I asked this question is because 
the chairman was present with me and some others in a meeting the 
other day, where one of those present said, “After all, if you pour 
water into the bowl, it does not make any difference whether you 
pour it in on this side or on that side. If we give them military 
assistance, it leaves them more of their own money for economic 
purposes, ‘and if we give them economic assistance, it leaves them 
more money for their military. So, it does not make any difference.” 

If that is true, or to the extent that it is true, the two should be 
coordinated so that even if the total of economic and military does not 
change, the balance between them—which is the better way to appor- 
tion them with the least drain on ourselves—could be better regulated 
through one agency. Is that right? 

Mr. Foster. Certainly you need the coordination. I agree with 
that. The coordination now is done as between operating agencies 
by the ISAC under the chairmanship of the representative ‘of the 
Secretary of State. Whether that again would be improved, you 
still need the coordination of the procurement and development. 

Mr. Jupp. That is right. 

Mr. Foster. So that whether it is a part of the military job that 
could be separated out of the procurement and development and 
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moved sidewise into the administering agency, I am not so clear on 
that. 

Mr. Jupp. But if it could be done, there would be certain advan- 
tages from the standpoint of both the economic and military-assist- 
ance programs. 

Mr. Foster. If it could be done, I should think it would. 

Mr. Jupp. Thank you. 

Chairman Ricuarps. Mr. Hays. 

Mr. Hays. Thank you, Mr. Chairman. 

Mr. Foster, how great do you think the difficulties are of sustaining 
these economic programs for southeast Asia in the light of new 
demands from the rearming areas of the world? 

Mr. Foster. Mr. Hays, you mean in terms of the available ma- 
terials or in terms of the available dollars? I am not quite clear. 

Mr. Hays. It is a sort of cover-all question. The rearming move- 
ments in Europe have had an impact on your goals and on your pro- 
gram for southeast Asia. Are we ee to be able to sustain with 
any degree of hopefulness these rehabilitation programs for south- 
eastern Asia and carry the rearming aids at the same time? 

Mr. Foster. I think we can, Mr. Hays, and I hope we can, because 
I believe the carrying of that part of our program is also vitally im- 
portant to strength for the free world, as Mr. Vorys said earlier. I 
think we cannot afford to focus entirely on Europe to the exclusion 
of those programs which have great significance to those peoples, and 
= significance in terms of what they can contribute to the free 
world. 

Certainly our most important set of relationships are those with 
Western Europe, but they are not so important, in my opinion at 
least, that they should be focused on completely to the exclusion and 
to the elimination of these responsibilities, which I think are great, in 
southeast Asia and the Far East. 

Mr. Hays. You would agree, in other words, that it is very whole- 
some to find this new interest in the welfare of southeast Asia? 

Mr. Foster. I certainly would. 

Mr. Hays. Of course, in some respects a rearming :program with 
the accentuated demand for certain things that they can supply 
advantageously; but there is a delusion about that that we must 
be on guard against. Is that a fair statement? 

Mr. Foster. Yes, sir. 

Mr. Hays. That is all, Mr. Chairman. 

Chairman Ricuarps. Mr. Fulton. 

Mr. Futon. Senator Taft has recommended, I believe, that this 
be a 2-year program instead of a l-year program. In other words, 
the amount to be allocated on the recommendation of the adminis- 
tration for this year should be spread over 2 years. Would you 
please comment as to what effect that would have on the program 
which you are justifying? *##et— spe Ss 

Mr. Foster. Mr. Fulton, if the effect of that were to be in essence 
a 50-percent cut in the available funds, then I would say the effect 
oh our program would be very, very grave indeed. If one of the 
reasons given for the suggestion of that program by someone—I am 
not sure whether it was Senator Taft or someone else—was that they 
had doubts that we could obtain the materials to utilize the funds 
within 1 year, if the program was set up so that it lay within the dis- 











216 THE MUTUAL SECURITY PROGRAM 


cretion of the Administrator as to the rate at which the funds could 
be expended, up to 2 years, then, of course, it would have little effec: 
because if there does exist a limit on the availabilities, then we could 
not spend it any sooner. However, I do feel that any such cut as 
50 percent in the sums which are being asked for for this program 
would not only have a very substantial effect, but would interfere 
very seriously with the build-up of military strength in the countries 
to which this aid goes. 

Mr. Fuuron. As a matter of disagreement, would you then strongly 
disagree with such a change in this program which may affect, for 
example, the security of the United Nations and the United States 
and the free nations that are allied with us? 

Mr. Foster. I would disagree just as strongly as I am able to put 
it down, because I think that that sort of a reduction in the ability to 
do this job would be a disastrous thing from the viewpoint of our 
national interest. 

Mr. Futron. Do you think it would have a psychological effect 
that would be adverse abroad among these nations that are now asso- 
ciated with us? 

Mr. Foster. Extremely bad, because what is happening today, in 
my opinion, is a growth of confidence that we are building strength 
and that we are building strength sufficient to lead from strength 
in our arguments with the Soviet. If this reduction were to destroy 
that growing confidence we would have lost something that it has 
taken us a long time to build, and I think is one of the great assets we 
now have in the free world. 

Mr. Futtron. Would you go so far as to say that a relaxation of our 
efforts, both militarily and economically, would be increasing the 
danger that we are opposing? 

Mr. Foster. I cannot think of anything that would be more ac- 
ceptable to the Soviet than a relaxation at this time. 

Mr. Futon. Britain, as you recall, had been almost opposed to 
the Schuman plan and, let us say, had not given it a warm reception at 
birth. Has there been any change in the British official position 
towards the Schuman plan that might look toward cooperation in the 
advancement of this plan? 

Mr. Foster. I think there has been no change in the official posi- 
tion. They were not opposed to it in that sense, as you surmised. 
They simply did not want to enter into it as far as Great Britain went. 
Officially they are still of that viewpoint. 

Mr. Futton. Does the British position on colonial preference or 
empire preference cut across the ability of your agency to de a good 
job on the building up of these countries for defense? 

Mr. Foster. There was a very good exposition of the British 
position in the New York Times written by Mrs. McCormick. 

Mr. Futton. When was that? 

Mr. Foster. This morning. I think certainly the rather divided 
interests of the British Empire make it difficult to integrate com- 
pletely the efforts of the United Kingdom with the continent of 
Europe. I do not think, however, that that can be said to interfere 
seriously with the objectives we have in the sense of imposing undue 
obstacles. Of course, we have wanted to have a greater joining in of 
the United Kingdom in the efforts toward integration of the Continent. 
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I think that the Schuman plan is an example of one of the things 
that we in the United States Government felt it would be better if 
they were in, and we hoped that they could be. They could not be, 
and they decided against it. I think that is typical of the type of 
reservation sometimes which they feel in their interest they must 
make. It does at times, in our opinion, slow down at least the move- 
ment toward a complete integration. They have very good reasons, 
in their opinion, for it, and they have these other interests of their 
commonwealth and of the sterling area, and I think they are genuine 
reasons, and I think we must accept them as genuine. 

It does not help us in getting on with the job, and it does not pre- 
vent our doing the job. 

Mr. Futron. The point I was leading up to, of course, was some- 
thing that was suggested by your statement that we were assuring the 
flow of strategic materials and resources fairly throughout the free 
world. Now, taking that as a fundamental postulate, then are we 
not building up, through advancing the money for colonial develop- 
ment in the British Empire, a system where we have a second-class 
card because of empire preference and colonial preference with re- 
gard to those strategic materials? Are we not then in the minor 
leagues compared to any British dominion and any British colony, so 
that when the distribution is made we come in second? 

Mr. Foster. There might be that possibility. It has not de- 
veloped in that way, Mr. Fulton. We do have complete—we have 
fair and equitable access to those raw materials through the other 
arrangements that are worked out. I do not think the colonial pref- 
erence in that sense has prevented our having the right to get those 
materials which are useful in our own production. 

Mr. Futron. The colonial and empire preference has been used 
rather in exchanging trade transactions than at the production and 
strategic materiale level so far? 

Mr. Foster. That is right, sir. 

Mr. Furron. Should we in this act make any reservation to pre- 
vent such a thing occurring when that does become the prime factor? 

Mr. Foster. I think our fundamental protection is the fact that the 
British are full partners of ours in this activity, and I would personally, 
just expressing a personal opinion, feel that it was rather unwise to 
attempt to protect that partnership in that way. 

Mr. Futon. Is any other member burning with questions? 

Mr. Roosrvetr. I have just a technical question to ask of the 
Chair. 

Chairman Ricuarps. You know about the bells. 

Mr. Roosrve rt. The second bell has rung. 

Chairman Ricuarps. We still have some time. I want to say to 
the committee we will go into executive session this afternoon at 2:30. 
Mr. Dulles will be here from 4 to 5 in executive session to tell us 
something of the Japanese Treaty. 

Mr. Roosrvettr. I have a procedural question to ask. If we 
adjourn now, Mr. Chairman, my line of questions really belongs in 
the executive session. Where will the questioning start this afternoon 
when we resume at 2:30? 

Chairman Ricuarps. It will start with Mr. Fulton, if he has not 
finished, and then you. 

Mr. Roosevetrt. That is fine, then. 
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Mr. Futron. I thought somebody might be burning up with 
questions he wanted to ask before we adjourn. 

Mr. Javits. I have one question before we leave the public session. 

Mr. Futron. I will be glad to have you; go ahead. 

Mr. Javirs. You talked about the Colombo plan, and you talked 
about the United Nations, but you have not told us whether you are 
planning for an Organization for Middle East Economic Cooperation 
and an Organization for Far East Economic Cooperation, combining 
those nations for self-help just like we have done in Europe with the 
Organization for European Economic Cooperation. Are you planning 
that in these new areas? 

Mr. Foster. Mr. Javits, I think that those have got to come from 
the nations themselves, just as did the QEEC, and just as did the 
Colombo plan. I do not think any plan we attempt to impose on 
them in that sense could probably be a success. 

Mr. Javits. In Europe, of course, they responded to our statement 
that we were going to inaugurate a Marshall plan. In the Middle 
East and Far East, too, it would be just an invitation. We would 
say to them, “‘We are going to inaugurate a plan in your area. Will 
you do what the nations of Europe did, that is, get together and form 
your own organization to tie in with that plan?” 

I do not see why we cannot do that. I might say this to you: I 
think we have been accused of uncertain leadership. It seems to me 
our failure to give such an invitation just underlines that criticism. 
It is the right thing to issue such an invitation as the program is one 
of self-help and mutual cooperation and we ought to do it. There is 
no reason why we ought to be diffident about it, and I do not think it 
will be taken amiss by the nations concerned because it is right. 

Mr. Roosrevett. Perhaps those nations already informed us they 
would not like that invitation at this time. 

Mr. Javits. Then we ought to know that either in open or execu- 
tive session. 

Chairman Ricuarps. The committee stands adjourned until 2:30 
this afternoon, when we will be in executive session. 

(Whereupon, at 12:20 p. m. the committee recessed until 2:30 p. m., 
when the committee would meet in executive session.) 

(The committee reconvened in executive session at 2:40 p. m. and 
remained in executive session until 3:20 p. m., at which time, by com- 
mittee decision, the following discussion was had in open session:) 

Chairman Ricuarps. We will now go into open session. Mr. Javits. 

Mr. Javits. You told us, Mr. Foster, that what these underdevel- 
oped countries want is not primarily money, but goods. Is that not 
in effect what you told us? 

Mr. Foster. Yes, sir. 

Mr. Javits. They can get the dollar bills they need from the raw 
materials they are selling, but they cannot get manufactured goods 
and machine tools and other equipment necessary to improve their 
economy, their health, and their living standards—now extremely 
low. Is that correct? 

Mr. Foster. They might have great difficulty doing it due to 
priorities or lack of availability. 

Mr. Javits. Would you recommend that we legislate on that sub- 
ject and establish a form of priority which would give them some 
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proportion of consumer goods, or machine tools, in order to bring out 
from them the maximum amount of raw materials? 

Here you are going to underdeveloped countries and want them to 
produce more of the things that are fundamentally needed by us and 
our allies in Europe to create military strength. Yet they want 
things we cannot give them. Should we legislate to say that we give 
some proportion of our consumer goods, machinery to them, because 
they are producing the fundamental raw materials that are the basis 
of the whole job? 

Mr. Roosevetr. Will the gentleman yield? 

Mr. Javits. Yes. 

Mr. Roosevetr. For clarification of your question. 

Mr. Javits. Certainly. 

Mr. Roosreve tt. Are you talking about goods that they need 
purely to augment their production of the raw materials that Western 
Europe and the United States need for military production, or are 
you talking about (b) the civilian consumer goods, that they need to 
raise their standard of living, but which they cannot get because of 
the tremendous demand here in the United States? 

Mr. Javits. I am talking about both (a) and (b) which they need 
to increase their raw material production, and which we in turn need 


for military purposes. 
Mr. Roosrve.t. But the (b) they might not need for increasing 


their production. 

Mr. Javits. They do need some consumer goods or you cannot get 
the maximum production of raw materials out of them. That is 
axiomatic in the underdeveloped areas. 

Mr. Foster. My response to that question, Mr. Javits, is that I 
would be very fearful of covering this with legislation. I think it is 
perfectly possible to achieve what you have suggested there by a wise 
executive policy. I referred yesterday, I believe, to a foreign allo- 
cations policy statement which has now been accepted by the President 
and by the Sicenten of Mobilization, and is the policy of the United 
States Government. 

I would like, if I might, Mr. Chairman, to submit that statement 
for the record. 

Mr. Javits. All right. 

Chairman Ricuarps. Without objection that will be done. We 
are glad to have it. 

Mr. Foster. It covers what you have in mind. I would say as 
far as legislation goes I do not think we need it. I think it would 
be very fine, however, to have the support of the committee that this 
is wise policy for the United States Government. I do not expect 
you to accept it as policy until you have read it, but in effect what it 
does is to say that we will equitably share these goods which we have 
in order to achieve both things. 

First, of course, essential military requirements and essential civilian 
requirements. After that, even on the use for less essential civilian 
requirements, we would put them in a comparable position at the 


moment. ; . 
Mr. Javits. Could you implement that further in order to give 


percentages in this field? 
Mr. Foster. No, sir. I could not; and I would be very fearful of 


the rigidities of specific percentages, because I think—I do not want 
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to belabor this point, but conditions are so different between different 
economies that if you become too specific in percentages you defeat 
the need for judgment in getting this thing done. 

Mr. Javits. Now, Mr. Chairman, I ask unanimous consent that 
that be made part of the answer to my question, that is, the statement 
of policy of the witness. 

Chairman Ricuarps. Without objection that will be done. It is 


so ordered. 
(The document referred to, entitled “Foreign Allocations Policy,’ 
reads as follows:) 
ODM Doe. 6 
May 25, 1951 
EXxecuTIVE OFFICE OF THE PRESIDENT, 
OrricE OF DEFENSE MOBILIZATION 


SECRETARIAT 


Subject: Foreign allocations policy. 

Contents: Statement by the Director of Defense Mobilization. 

Comments: Originally prepared and submitted to the Director of Defense 
Mobilization through the ODM Foreign Supplies and Requirements Committee 
under date of March 5, 1951. 

Action: Considered by the Defense Mobilization Board (item II, DMB-M-9 
and item XI, DMB-M-10). Revised May 25, 1951, following the discussion 
by the Board. Issued by the Director of Defense Mobilization as policy guidance 
to agencies operating under the defense mobilization program. 

ODM. 770 


STATEMENT BY THE DiREcCTOR OF DEFENSE MOBILIZATION ON FOREIGN 
ALLOCATIONS PoLicy 


The President, in his message to Congress, on May 24, 1951, outlined our basic 
policy to strengthen the free nations of the world. 

In carrying out that policy, the following specific guides to the allocation of 
resources which are to be devoted by the United States to foreign needs should 
be followed: 

(1) When there are competing requirements of similar high essentiality in terms 
of the over-all objective, allocations policy should attempt to satisfy such require- 
ments according to the degree to which they will contribute to the following results: 

(a) Military production of the free world, and direct support for the expansion 
or improvement thereof; 

(b) Promotion of increased supplies of all materials essential to strengthening the 
free world, and in particular the production and acquisition of those materials re- 
quired for the current mobilization effort of the United States (including military 
reserves and immediately necessary additions to stockpiles) and for similar mobili- 
zation efforts of nations actively associated with the United States in the defense 
of the free world; 

(c) Maintenance and necessary expansion of essential services and production 
facilities, and maintenance of minimum essential civilian consumption require- 
ments, in the free nations and in areas which they control; 

(d) Direct progress toward reduced future dependence upon military and 
economic assistance from the United States; 

(e) Lessened dependence of the free nations upon supplies from areas or coun- 
tries within the Soviet bloc; and 

(f) Prevention of political deterioration in nations or areas essential to the com- 
bined strength of the free world. 

(2) Allocations by the United States form part of a wider give-and-take among 
the free nations. Among the countries sharing in such allocations the principles 
of self-help, mutual aid, and similarly effective application of internal policies 
governing the allocation and use of scarce materials should prevail. 

After requirements of high essentiality have been met, the intercountry alloca- 
tion of remaining supplies by the United States (including allocation to American 
domestic consumers) should take into account the effects upon the respective 
civilian economies of the broad contribution of each area or country toward 
common defense, in direct military production or in increased political and 
economic strength, including the common aim of controlling inflation of world 
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prices. Individual countries differ widely in their ability to make such contribu- 
tions; the objective should be to bring about an equitable distribution of the 
resulting burdens and sacrifices. This objective clearly excludes any mechanical 
formula, or any mere leveling down to a uniform standard of lowered consumption. 

The foregoing principle is admittedly difficult to apply, since standards of 
consumption in different areas of the world are determined by a complexity of 
factors, such as normal levels of real incomes, customs, cultures, and climate. 
But its application is of high importance for the attainment of the over-all objec- 
tive of economic strength and morale in the free countries. 

(3) The establishment of adequate export quotas from the United States for 
materials and commodities under export control will not meet the criteria out- 
lined above, if foreign purchasers cannot place orders or secure delivery because 
United States suppliers prefer to satisfy their domestic customers. Commercial 
channels of trade should normally be used, but exports should be assured by 
priorities and/or directives to producers whenever necessary. When such assist- 
ance to exports is thus given, care should be exercised that corresponding assist- 
ance for domestic orders of similar essentiality is extended, if necessary. 

(4) Corresponding allocation objectives and policies on the part of other free 
countries should be promoted by the United States by all practicable means 
agreement on and implementation of such policies on the part of other countries 
is especially important to the development of adequate supplies of the materials, 
facilities or services of which they control] substantial portions of the total avail- 


able world supply. 
* (5) Allocations of available supplies for abroad shall be administered in con- 


formity with statutory and executive policy designed to prevent shipment or 
trans-shipment to the Soviet bloc of war-potential materials and products.’’) 

Mr. Vorys. Will the gentleman yield? 

Mr. Javits. Of course. 

Mr. Vorys. On one part of your question as to furnishing so-called 
incentive goods in the so-called backward areas, as I understand it, 
there is no program of that character involved, is there? 

Mr. Foster. No, sir. The only commodities which we propose 
to finance under our actual aid provisions would be essential com- 
modities to promote specific projects within the economic develop- 
ment program. 

There is, however, a matter of our acting in the United States 
Government—and ECA does this for the countries where we have 
missions—as claimants for those goods to countries which are within 
our program. In other words, there might be some other goods 
which were in short supply here which,.in order to get them out to 
southeast Asia, would need somebody to be their advocate before the 
allocating agencies of the United States Government. We stand in 
that position for these countries. 

Mr. Javits. In other words, you are not dealing with the dollar 
problem, which I think was the point of Mr. Vorys’ observation, but 
you are dealing with the problem of actually getting the goods if there 
is any difficulty in getting them? 

Mr. Foster. That is correct. : 

Mr. Javits. The countries themselves have the dollars for these 
particular goods and ECA is not supplying them, but ECA will 
propose to act in the capacity of seeing that this country gets goods in 
the United States for its dollars, and not ECA dollars? 

Mr. Foster. That is correct, and we really act in that position 
before NPA and DPA. 

Mr. Jupp. I want to say again at this point that I think there are 
real advantages as I brought up this morning, in having the two 
programs coordinated or even united in one operating agency, that is, 
the economic and military assistance programs. 
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Mr. Vorys. If I may come back to this incentive goods business, 
in 1947 and 1948, and even back under lend-lease there were in- 
centive goods programs, that is, tobacco, and some clothing, and that 
sort of thing. We were told it was necessary to provide those goods 
under the program so that people would work in those countries. But, 
as I understand it—and I want to get this clear—there is nothing in 
the whole $2,200,000,000 for the purchase of that sort of goods this 
year. Am I right or wrong about that? 

Mr. Foster. No. If I gave you the impression that was so, I was 
wrong. There are provisions in that total for some incentive goods 
still. In southeast Asia, for instance, we may need to generate some 
counterpart. These countries are short of local currency in some 
instances, and we may send in goods which can be sold on the civilian 
market to generate counterpart, and out of that counterpart we can 
undertake these broad programs which they might otherwise not have 
been able to produce. . 

Also, in Europe we are still procuring goods such as tobacco. That 
can be considered, according to the way in which it is put on the 
programs of these countries, as not only an incentive goods, but a 
necessity. We have financed a substantial amount of tobacco, because 
many of the governments have included tobacco as part of what they 
consider an essential program of aid. , 

Chairman RicuHarps. Will the gentleman yield there? 

Mr. Vorys. Yes. 

Chairman Ricuarps. You talk about generating counterpart funds. 
What do you mean by that? Do you mean starting the circulation*of 
counterpart funds? 

Mr. Foster. No. If we have a grant program—and let us take 
Indochina, because that is one of the states where we have to generate 
this counterpart in order to go on with our local programs—in Indo- 
china the government there has such great difficulty with its tax col- 
lections that it is unable to appropriate local currency which can be 
used to set up the health clinics or some of the agricultural improve- 
ment stations. Therefore we in our grant program approve of the 
importation into Indochina of—well, I do not think there is any 
tobacco in it, but certainly there are some textiles which come into 
that country. Those textiles are sold on the local market for what- 
ever the currency is—piasters. In Indochina the piasters are put into 
the Central Bank and used under joint approval by the Vietnamese 
government and our own government to finance this health station 
which I referred to. 

The commodities are in effect given to the government of the 
associated states and the money received through the sale of those 
commodities is deposited to the credit of the government. It cannot 
be spent by the government, however, except with the approval of the 
United States. 

Chairman RicHarps. That is right. That is the whole counter- 

art plan, but I got mixed up where you used the word “generate.” 
| dee ht you were talking about local currencies. 


Mr. Foster. It is a little different than it is in Europe because we 
do it deliberately for the purpose of generating counterpart to carry 
on these other programs; whereas in Europe the generation of counter- 
part is to some extent a byproduct of the major commodity programs. 
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Mr. Jupp. In Europe sometimes you use the counterpart really to 
retire currency or to pay off the national debt. 

Mr. Foster. That is correct. 

Mr. Jupp. Because the problem is to get less currency in circula- 
tion and less inflationary pressure in the countrys whereas in Asia 
there is just not enough currency to carry on an expanded economy 

Mr. Fosrrr. That is correct, Dr. Judd. 

Mr. Jupp. That is one of the biggest problems in Formosa. 

Mrs. Ketuy. Will the gentleman yield? 

Mr. Jupp. I yield. 

Mrs. Ketuy. Mr. Foster, at this point I want to ask you a ques- 
tion on the Vietnamese problem. In dealing with that, do you have 
to get the consent of France, or do you deal directly with those 
dominions? I am speaking particularly of the three northern prov- 
inces, where they are now seeking a dominion status. 

Mr. Javits. May I advise the witness we are on the open record 
here? 

Mrs. Ketiy. Not at this point. 

Chairman Ricnarps. Yes, we are. 

Mrs. Keutry. I request we go back in executive session. 

Chairman Ricnarps. We will go back in executive session then. 
Have you another question first, Mr. Javits? 

Mr. Javits. I have a question or two, but I will wait on Mrs. Kelly. 

Chairman Ricwarps. I believe we had better complete the ques- 
tioning in the open session first, then, and keep it together. 

Mr. Javits. Mr. Foster, do you think it would be useful to us if 
you segregate out of what is being requested in money that part of it 
which you say is incentive goods and present us a memorandum to 
show what that is? 

Mr. Foster. We will be happy to present an illustrative set of 
figures on that point. 

(The information requested is as follows:) 


Re “INCENTIVE Goops”’ IN SoutrHEAsT AsiA PROGRAMS FOR FiscaL YEBAR 1952 


Economic Cooperation Administration’s southeast Asia programs are not di- 
rected toward supplying “‘incentive goods”’ in the sense of supplying goods that 
induce otherwise idle persons to work by providing something for them to spend 
their earnings on or by making payments to them in kind which enable them to 
subsist while they are working on a project. However, the majority of these 
programs do contain a substantial element of commodities which it is proposed 
to import into the southeast Asia countries in order to maintain supplies which 
are in fact deemed vital to the functioning of their economies as well as necessary 
to help finance local currency costs of the ECA country programs. These pro- 
posed commodity imports are shown in aggregate amount in country tables op- 
posite the category heading ‘‘Maintenance of essential supply.”’ This category 
includes both requisites for production and other essential civilian supplies. 
“Requisites for production”’ include fertilizer, various industrial raw materials, 
equipment items for sale to industry, and other miscellaneous salable items de- 
signed to facilitate the operation of the production system. ‘‘Other essential 
civilian supplies’’ consist by and large of consumer goods such as food, textiles, 
POL, and drugs and medicines. There follows an illustrative listing, by country, 
of the proposed amounts in these categories for fiscal vear 1952. 
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Fiscal year 1952 illustrative totals 
[In thousands of dollars] 





Other Total, main- 
| ae | cone 

vilian essen 
production supplies supply 





Formosa. 3 16, 750 1 67, 190 
Philippines 9 4,810 18, 200 
2,472 14, 910 

200 1, 800 
None None 
None None 


24, 232 | 1 102, 100 

















1 Includes $12,725,000 of common-use items in addition to ‘‘Requisites for production’ and “‘Other 
essential civilian supplies.”’ 


Mr. Javits. I have not heard you talk very much about the Inter- 
national Bank. It is a fact—is it not?—that the International Bank 
represents a very material source for investment funds of the kind 
which will produce the results that you discussed in connection with 
this program? 

Mr. Fosrer. Yes, sir, and if I did not talk about it it is simply 
because it has not happened to come up before, because the Inter- 
national Bank should be considered the primary source of investment 
capital for long-term projects to the extent that they are able to find 
appropriate projects, and we do use it in that sense. 

Also, the Export-Import Bank is a source of development capital as 
well as commodity financing in addition to our grant programs, and 
we do not propose in our program for fiscal 1952 to enter into any loan 
activities directly in ECA, except perhaps some counterpart funds for 
the development of strategic materials; but all of these programs wil! 
be worked out in coordination with each other, so that if a country 
can get a loan from the International Bank in the first instance we 
would propose that they do so. 

Mr. Javits. The International Bank, as distinguished from the 
Export-Import Bank or your own operations, represents no additional 
money from the United States. Is that not true? 

Mr. Foster. That is true. We have not yet advanced our prom- 
ised capital to the International Bank. They have been able to 
finance in the open market their requirements so far, and I would pre- 
sume they could continue to do so. 

Mr. Javits. It is not our promised capital, I believe. We have 
advanced our capital, if you will permit me to explain, but we have 
not subscribed any part of our guaranty of its obligations. We do 
not have to do that until there is a loan default. Is that not so? 

Mr. Foster. That is correct. 

Mr. Javits. So, the bank could make all the loans which is is pos- 
sible and it would not cost the American taxpayer a dollar? 

Mr. Foster. That is correct. 

Mr. Javirs. Would it not be to our interest to build up the lending 
power of the bank materially beyond where it is today, right in con- 
nection with this bill? 

Mr. Fosrer. I am not certain that would be so because I think 
one of the problems of the bank is to find bankable projects. I think 
they have the capital available to meet the bankable projects so far; 
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the bankable projects again being limited by the availability of goods 
and equipment. 

Mr. Javits. As I recall the report of the International Bank—and 
you will correct me if I am wrong—they say that if the ECA operation 
should stop, or when the ECA operation should stop, they feel there 
will be a much greater demand for loans from them. 

Mr. Foster. I think that is a possibility in that there may be a 
tendency, when there is grant money available, to walk away from 
having to borrow it. I think that is perfectly possible. I do not 
think anyone can predict or state positively, however, whether that 
amount 1s substantial or not. There are many advantages in this 
sort of grant program through which we can obtain action on the 
part of these governments which is in line with our conception of an 
economic development program for the long-term improvement. 

Mr. Javits. Is it fair to say, therefore, that the grant money is 
largely what is called seed money; that is, it forms the basis on which 
loans may later be made, provided there is adequate technical com- 
petence in the country to prepare loan projects? 

Mr. Fosrer. I think that is a fair statement. 

Mr. Javits. So that, as we go along, the demands on us to do the 
job needed to be done in the free world can be materially reduced, 
especially in these underdeveloped areas, provided that the Inter- 
national Bank is ready more and more to step in and meet the demands 
which are created by our present basic activity? 

Mr. Foster. That is a fair statement. 

Mr. Javits. Do you not think under those circumstances we ought 
to do everything possible to build up the capital of the bank, if it 
would not mean building it up with our own money? 

Mr. Foster. I think that would be a desirable thing certainly to 
do, because as these conditions improve then you will have greater 
calls for these bankable projects on the International Bank. 

Mr. Javits. Has the BCA made any study of merging the bank 
and the fund? We have some billions of dollars tied up in the fund 
which has appeared to me for a long time to be close to sterile. 

Has the ECA thought through, as part of its long-range responsi- 
bility, the consequences to this whole program of merging the fund 
and the bank, and increasing the resources of the bank by somethin 
in the area of 2 to 4 billions of dollars without costing the United 
States taxpayer any money? 

Mr. Foster. No, sir; we have not. 

Mr. Javits. Will you give us your comments on that? 

Mr. Foster. Yes, sir. 

Mr. Javits. The bank has expressed itself, as has the fund and the 
Secretary of the Treasury. This is my first opportunity to bring the 
question up with ECA. Thank you, Mr. Chairman. 

Chairman Ricuarps. Mr. Javits, do you have any further ques- 
tions? Does anybody else want to ask anything while we are in 
open session, for the record? 

Mr. Javits. I had one other question. I did not want to take the 
committee’s time. 

Chairman Ricuarps. Go ahead. 

Mr. Javits. We have all seen the International Development 
Advisory Board [Rockefeller] report, which makes a great many 
detailed recommendations as to this whole program that ECA is 
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proposing. Yet, it is very hard to trace in what is being requested for 
the coming fiscal year the impact it will have upon the ECA program. 

Would it be useful to us, Mr. Foster, either in writing or at this 
time, if you would show us what effect, if any, this report has had on 
what you are now proposing; and, if it had no effect, why not? 

Mr. Foster. Well, Mr. Javits, I can state that we were very closely 
in touch with that report while it was being written. We think that 
many of the suggestions have great usefulness. 

If you would like us to submit some written comments as to how 
it would affect us if it were put into operation in that form, I should 
be very happy to submit them. 

Mr. Javits. More than that, I would like you to submit any point 
where you have utilized the recommendations of the report, in what 
pee op to us this year, or, if you have rejected them and, 
if so, why 

Mr. Foster. I will be happy to submit that. 

(The following information has been submitted for the record:) 


§.Prosiem or ConsoLipaTION OF INTERNATIONAL BANK AND FuNpD 


The International Bank for Reconstruction and Development and the Inter- 
national Monetary Fund were set up for two distinct purposes. The Inter- 
national Bank was established to ake long-term loans for reconstruction and 
development. It has been carrying out this objective and should be encouraged 
to play a major role in international investment in the future. The Monetary 
Fund was established to deal with matters of foreign exchange policy and to aid 
in stabilizing exchange rates. As a matter of policy the United States Government 
has opposed substantial use of the fund’s resources in recent years of serious 
structural imbalances in the payments positions of its members. The fund has, 
however, played an important role with respect to exchange rate policy and action 
and with respect to other related financial responsibilities. 

A merger of the two institutions would not, in the opinion of ECA, be advanta- 
— and might lead to changes sponsored by other members which would be 

etrimental to our interests. As far as the staffs of the two organizations are 
concerned, their separate identity is useful in carrying out operating respon- 
sibilities. As far as financial resources are concerned, there would be no obvious 
advantage to a merger and certain adverse developments might follow from such a 
merger. 

Approximately $2 billion of our subscription to the fund remains unutilized, 
partly as a result of the policy decisions of the United States Government. It is 
true that this money has been appropriated by the Congress and, if it were trans- 
ferred for use by the International Bank, would represent an increase in dollar 
loan funds without additional appropriations by the Congress. The use of these 
dollar resources either through the fund or bank would represent an additional 
cash claim on the United States Treasury. The measure of the ultimate cost to 
the United States taxpayer is the net utilization of these resources without repay- 
ment. 

The International Bank should be able to carry out an expanded program 
without difficulty. The bank now has loans outstanding of approximately $1 
billion in United States dollars. Dollar funds have been made available to the 
bank for lending purposes through the United States payment of 20 percent 
against its total subscription of $3,175 million and through the sale by the bank 
of approximately $300 million of bonds to private investors. The bank has had no 
trouble finding a market for these bonds and could presumably sell substantially 
more. It is of the utmost importance that the bank have funds available to carry 
out its responsibilities, but no problem of dollar availabilities appears to exist 
at the present time. 





for 
am, 
this 
on 


ely 
hat 


OW 
uld 
int 
lat 
id, 


er- 
er- 


“ 


THE MUTUAL SECURITY PROGRAM 227 


ConFORMITY OF MutTUAL Security ProGRAM WITH THE REPORT OF THE INTER- 
NATIONAL DEVELOPMENT ApvisorY Boarp (ROCKEFELLER REPORT) 


The report of the International Development Advisory Board has been an 
important constructive influence in the formulation of the Mutual Security 
Program now before the committee, and this influence is reflected throughout the 
program submitted. Moreover, this influence will continue to be felt in the 
actual carrying out of the program during the course of the coming fiscal year. 

The conclusions of the Board were at three major levels: (1) Broad comments 
on the approach, objectives, and philosophy of United States Government pro- 
grams in the underdeveloped areas of the world; (2) general recommendations on 
the financing, over-all organization, and content of United States programs in 
these areas; and (3) specific observations on matters of internal organization of 
aid agencies and procedures for implementing the program. 

ECA’s general approach to the problem is similar in many respects to the 
recommendations of the Board. For example, the Board reported its feeling 
that “strengthening the economies of the underdeveloped regions and an improve- 
ment of their living levels must be considered a vital part of our defense mobiliza- 
tion.”’ This is exactly the approach reflected in the proposed Mutual Security 
Program for the areas involved. 

The second type of recommendation was summarized by the Board in nine 
points. ‘The specific status of each of these in relation to the present program is 
as follows: . 

1. Appropriation of $500 million in economic assistance to underdeveloped areas.— 
Since the Mutual Security Program estimates include substantial sums for direct 
emergency relief purposes not contemplated by the Board, and do not provide 
for additional funds for public-works loans as recommended by the Board, the 
coverage of the two figures is not identical. However, the program submitted 
is on &@ somewhat smaller scale than the Board recommended. 

2. Creation of an over-all agency for foreign economic operations.—This 1ecom- 
mendation is under active consideration in the executive branch and is, of course, 
subject to determination by the Congress. ECA’s views on this subject have 
been covered in earlier testimony. 

3. A realistic program for strengthening the economies of the underdeveloped areas 
and improving living standards.—This is contemplated in the program submitted. 

4. An all-out food-production drive-—Increase in food production is one of the 
major aspects of the program in the underdeveloped areas. The targets set by 
the Board are, of course, for longer-range development. 

5. A development program for strategic materials ——Such a program is con- 
templated in the act under consideration and in the pending extension of the 
Defense Production Act. The executive branch is actively considering possible 
means of centralizing responsibility for this program within the Government 
and further intensification of the program. 

6. A policy for assuring the underdeveloped areas essential imports.—A policy 
statement on this subject was issued by the Director of Defense Mobilization on 
May 25. This policy statement has been supplied to the committee in the course 
of testimony given by Mr. Foster. 

7. Creation of a new International Development Authority to help finance public 
works.—In ECA’s view the advantages of this proposal under present conditions 
are not sufficient to offset the difficulties and disadvantages of establishing a new 
international fund. 

8. Adoption of a general principle that assistance programs should provide for 
cooperative local services and financing.—This approach is contemplated as a 
general principle in all of the recommended aid programs. In practice, United 
States funds will, in almost all cases, represent only a relatively small proportion 
of the total funds going into any particular type of activity. It must be recog- 
nized, however, that some of the governments of underdeveloped areas are in 
— a weak financial condition that their contributions cannot be on a very large 
scale. ; 

9. A program to increase United States private investments in foreign countries.— 
It is contemplated that present guaranty and related programs will be continued 
and that every effort will be made to encourage and stimulate private investments 
and private enterprise. Because of the present state of military insecurity in 
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poe “a the underdeveloped areas, it is, of course, very difficult to attract private 
capital, 

he third group of the recommendations of the Board on specific points of 
organization or procedures are under consideration in the executive branch in 
connection with pending organizational decisions. 

Mr. RooseEvett. Will the gentleman yield? 

Mr. Javits. I will yield. 

Chairman Ricuarps. This is open session. 

Mr. Rooseve tv. If I get the tenor of your request, it is to ask a 
Government agency whether this Presidential commission has foisted 
its program upon an existing Government agency. 

I think it is the other way around. I think the Rockefeller report 
probably gained a great.deal from the work and the experience of the 
existing Government agency. 

Mr. Javits. May I answer that? The International Development 
Advisory Board was appointed pursuant to an act which we passed for 
technical cooperation, and Mr. Foster has been speaking constantly 
of technical cooperation and the development of raw materials with 
both of which the report deals. 

This Board was created and made a report. Are we not entitled 
to know whether the findings of this high-level Board have had any 
effect whatever upon what the ECA is proposing to us this year, 
either pro or con? 


That is all I am asking. 
Mr. Rooseve rt. I think you might reword it a little bit, whether 


the a that is being recommended this year in the estimation of 
the ECA jibes with the Rockefeller report. 
Mr. Javits. That is fine. 


Mr. Rooseve tt. I do not want the ECA to tell Mr. Javits that at 
the request of Mr. Rockefeller’s committee we have taken on this and 
this and this. I think probably the Rockefeller report had genesis in 
the ECA. 

Mr. Javits. You have phrased it before exactly as I had it in mind. 

Mr. RoosEeve.t. Perhaps it is a matter of face. 

Chairman Ricuarps. Mr. Foster, before the a phase of this 


hearing is closed, I want to ask you if you will do this: Put a state- 
ment in the record of the different steps that the European nations 
have taken in the field of economic unification and cooperation. 
There has been a lot of talk about improved European cooperation. 
I would like to have in the record for the benefit of Congress itself a 
list of the things they have done that you think have been helpful. 
Mr. Foster. We will be happy to do that. 
(The following information has been submitted for the record:) 


European Economic COOPERATION AND UNIFICATION 


The countries of western Europe have in the last few years taken a number of 
highly significant steps in the direction of cooperation and unification in the 
economic field. Some of the principal steps are: 

1. European Payments Union.—The European Payments Union is a substantial 
step toward unification in the field of international payments. The European 
Payments Union makes European currencies transferable so that the funds which 
a country earns by exporting to one of its neighbors can be used to purchase 
imports in any of the other member countries. The European Payments Union 
also provides for substantial amounts of mutual aid since creditor countries 
automatically extend credits to the European Payments Union while debtor 
countries borrow from it. The managing board of the European Payments 
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Union has played an increasingly active role in reviewing the payments positions 
of the member countries. It has made recommendations to member govern- 
ments in some cases of a far-reaching character, and these recommendations have 
had great weight with the governments of the member countries concerned. 

2. Trade liberalization——The members of OEEC have undertaken as an even- 
tual goal to remove quota restrictions which at the outset of the European recov- 
ery program applied to almost all of their imports from each other. About 
three-quarters of the trade within western Europe is now free of such restrictions. 

3. The Schuman plan.—Six western European countries have signed the 
Schuman plan which calls for a pooling of their coal and steel resources, the 
establishment of a single market free of tariff or other trade restrictions on coal 
and steel products within the six countries, and the establishment of a supra- 
national high authority to maintain and regulate the single market. The Schu- 
man Plan Treaty was signed in Paris on April 18, 1951. It has not yet been 
ratified. 

4. Other OEEC activities —Eighteen western European countries have signed 
the Convention for European Economie Cooperation which pledged them to 
cooperate in a common recovery program and establish the Organization for 
European Economie Cooperation. In the OEEC, in addition to the European 
Payments Union and the trade-liberalization program, they have engaged in a 
variety of cooperative activities among which the following are particularly 
significant: 

(a2) OEEC conducts a searching annual review of the internal financial situation 
in each member country. Thus through the Organization, member countries 
can make common cause in resisting inflationary and deflationary tendencies. 
This “harmonization” of their policies furnishes the fundamental basis which 
makes possible balanced progress toward progressive relaxation of exchange and 
other commercial restrictions within Europe. 

(b) Through OEEC action the discriminatory practice of dual pricing on com- 
modities in intra-European trade has been very much reduced. 

(c) OEEC has prevented any reintroduction of demands by European sellers 
for dollar payment on goods supplied to European purchasers despite the renewed 
scarcity of many of the many classes of export goods. 

(d) OEEC has undertaken to prevent the export restrictions which sprang up 
in Europe after the Korean crisis from being applied in such a way as to interfere 
with the continued meeting of essential requirements in other countries for the 
commodities subject to restriction. 

(e) The OEEC has collected full information, in the case of commodities which 
have become scarce since Korea, on the problems and the measures of control in 
each of the member countries. On this basis the OEEC, through its representa- 
tives to the International Materials Conference, is able to give a coordinated ac- 
count of the actual situation in Europe, and the views of the Organization on the 
possibilities of useful joint action. It has also been recommending to the Euro- 
pean governments the periodic allocations of coal which would best meet, so far 
as available supplies permit, the most urgent needs in Europe. 


Mr. Jupp. I have one short question for the record. On page 3 of 
your statement you say that the productive capacity of Western 
Europe, including their basic resources, is roughly 1% times that of 
Russia and her European Communist satellite states. 

Can you give us an estimate of how much of the productive capa- 
city in each case is devoted to defense measures? 

Mr. Foster. I think we can, sir. I will have to submit that for 
the record. 

(The information referred to appears in the appendix.) 

Mr. Jupp. Western Europe may have 1% times; but, if it is putting 
in only half as much of its production for defense, we are not ahead; 
we are behind. 

Mr. Foster. I think I have talked here in the terms of potential. 
Of course, the Russian statistics are not very good. They devoted a 
substantially higher percentage of their resources to defense than did 
either Western Sanus or ourselves. 


85708—51——16 











230 THE MUTUAL SECURITY PROGRAM 


Chairman Ricwarps. This will end the public session. Most of 
the members know that Mr. Dulles will be here at 4 o’clock. He has 
to leave at 5. We have only 20 minutes for executive hearings. 

Mr. Vorys. Are we off the record? 

Chairman Ricwarps. We are in executive session. 

(Whereupon, at 3:40 p. m.. the committee went into executive 


session.) 
(The following was submitted for the record:) 


THE Secretary OF DEFENSE, 
Washington, July 12, 1951. 
Hon. James P. Ricuarps, 
Chairman, Committee on Foreign Affairs, 
House of Representatives. 

Dear Mr, Ricuarps: As you will recall, when I was testifying on July 2, 1951, 
before the Committee on Foreign Affairs, Mr. Reece, at your suggestion, furnished 
me with a list of questions which he had prepared for answers in executive session. 
I direct your attention to page 262 of the stenographic transcript of the hearings. 

Information in response to Mr. Reece’s first question with respect to the pro- 
Es armed-service budget has already been furnished to you. In response to 

Ir. Reece’s question concerning the portion of the economy of our allies which is 
going for defense purposes, I am enclosing a copy of a chart previously furnished 
to the committee staff which gives such information for each NATO country. 

The Joint Chiefs of Staff have examined the questions that are within their 
purview, and it mg ee that the most effective means of answering these questions 
would be for the Chairman of the Joint Chiefs of Staff to cover such matters in 
executive session. General Bradley is prepared to furnish the committee, in an 
off-the-record executive session, a comprehensive résumé of our long-range plans 
which should fully answer those of Mr. Reece’s questions which are military in 
nature. 

As several of the questions are within the purview of the Department of State, 
Assistant Secretary of State George W. Perkins advises me that he will cover such 
matters when he appears before the committee to testify on behalf of title I of 
the bill. 

If I can be of any further service to you or your committee, please do not hesitate 
to call on me. 

Faithfully yours, 


G. C. MarsHALL, 
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Defense expenditures and gross national product 
[Millions of dollars. Prewar in 1950-51 prices; postwar in current prices] 





Expenditures and gross national product in country’s own 
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Comparative capacity to bear defense cost: Europe and United States 
(United States fiscal year 1951-52 data] 


Total gross national product: 
European NAT $104, 802, 000, 000 
United States 
Per capita gross national product: 
European NATO $597 
United States $2, 143 
Percent of gross national product spent on defense: 
European NATO 7. 6 
United States 14. 1 
Per capita gross national product remaining after 1951 defense 
expenditures: 
European NATO $552 
United States $1, 840 
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Taxation 


[United States fiscal 


Estimates of total taxation from 
all levels of Government as a 
percent of gross national prod- 





uct: Percent 
OBS nosis eas ecc ce ee sed 19. 6 
ES ayes ee 18. 8 
EER ieee ne aes toe 27.3 
ind ho arnain cs onsninesilbe- sh de 24. 0 
Netherlands. _.........._-- 28. 4 


year 1951-52 data) 


Estimates of total taxation from 
all levels of Government as a 
percent of gross national prod- 


uct—Continued Percent 
SM adh ctceitduaw wbibiniemiens a 31.8 
UN os sine Beene 11. 4 
United Kingdom. -__-.....-- 33.7 
United States !__........-_- 26. 2 


1 United States figure includes proposed tax increase. 
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THURSDAY, JULY 12, 1951 


House oF REPRESENTATIVES, 
CoMMITTEE ON FoREIGN AFFAIRS, 
Washington, D. C. 
The committee met in the House Foreign Affairs Committee room, 
the Capitol, at 10 a. m., the Hon. James P. Richards (chairman) 
presiding. 
Chairman Ricuarps. The committee will come to order, please. 
Ladies and gentlemen, we have as our next witness in these hearings 
Mr. Thomas D. Cabot, Director of International Security Affairs, 
Department of State. 
Mr. Cabot, do you have a prepared statement? 


STATEMENT OF THOMAS D. CABOT, DIRECTOR, INTERNATIONAL 
SECURITY AFFAIRS, DEPARTMENT OF STATE 


Mr. Casor. Yes, Mr. Chairman; I have a statement here which is 
rather long. I think all members of the committee have copies of it. 
I would like to suggest that the first part of it, inasmuch as it deals 
with rather aidieniaist masibbaen, we could skip and read the second part. 

If anybody wants to hear all of it, I will be glad to read that. 

Chairman Ricwarps. Let us get the opinion of the committee on 
that. We have time. Mr. Cabot said his statement was necessarily 
long on account of the discussion of the organization. It may be 
better to have the whole statement read. It will be placed in the 
record, anyway. 

What does the committee say? 

Mrs. Botron. Where does the second part begin, on page 14? 

Mr. Casor. Yes. The first part deals with the changes from the 
present legislation that are in the new Mutual Security Program, the 
changes in the law. The second part deals with organization and 
administration. 

Chairman Ricuarps. Mr. Cabot, how long will it take to read that 
statement? 

Mr. Casor. It would take, the whole of it, I would estimate about 
25 minutes. 

Chairman Ricuarps. I think we had better have the whole state- 
ment. What does the committee say? 

Mr. Mansrievp. I think so, Mr. Chairman. 

Mr. Smirx. We go in at 11 o’clock. 

Chairman Ricnarps. We meet at 11. Mr. Cabot will probably 
have to come back, anyway. We have permission to sit until we are 
called down there. Let us go as far as we can go with the whole 


statement. 
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Mr. Cabot, before we go into that, will you tell the committee, 
please, what your job and your functions are? 

Mr. Eaton. If any. 

Mr. Caxsor. I am Director of International Security Affairs. | 
have been here only a short time, 6 months. I am a businessman, 
really, or was. I resigned from my business connections when I was 
confirmed by the Senate. 

Mr. Bartue. Is your old job still open? 

_ Mr. Casor. I think I might return to my previous occupation, yes, 
sir. 
Mr. Herter. I think Mr. Cabot ought to tell us what his business 
connections are. He is a constituent of mine. 

Chairman Ricwarps. Can you say a good word for him in any 
other respect? 

Mr. Herter. I certainly can, and I would be glad to. 

Chairman Ricuarps. Mr. Cabot, we are talking on light lines, but 
we do like to know the background of a man who has come into the 
Government. 

We know that you did not need a job, did not seek this job, but we 
would like to have you tell us your business and administrative back- 
ground. 

Mr. Casor. My whole business life has been as a manufacturer of 
carbon black, with plants mostly in the southwestern part of the 
United States—Texas, Oklahoma, New Mexico, and Louisiana. 

I also have served as a director of the United Fruit Co. and 1 year 
as president of the United Fruit Co. Thus I have been familiar with 
big business as well as moderately small business. 

I have been in Government now only 6 months. I came here 
because some of the organizational experts had suggested that the 
complexities of coordinating our Mutual Security Program, our 
oversea-aid program, required the skills of a businessman. 

That is due perhaps to the fact that it is an interdepartmental 
operation. It has three parts—the political, the military, and the 
economic. You have a three-legged stool, you might say, and I am 
located as the seat. 

I am the coordinator of the three parts of the program—the eco- 
nomic, the military, and the political. My statement deals with the 
need for coordination. I do not think I need to summarize that now. 

Mr. Eaton. Do you think you have passed the need and accom- 
plished any coordination? 

Mr. Casor. Yes, sir. I think I can point with some pride to what 
we have been able to do in terms of coordination. 

We have a committee, the International Security Affairs Com- 
mittee, which deals with these problems of military and economic aid 
and the coordination between them. 

That committee has so far been able to resolve practically all of the 
problems that have been presented to it. None of the problems have 
had to be referred to the President. One or two have been handled 
outside of the committee at Cabinet level. 

Chairman Ricwarps. Thank you. Will you proceed with your 
statement, sir. 

Mr. Capor. Shall I read the whole of it, Mr. Chairman? 

Chairman Ricnarps. I believe we would like to have you read the 
whole statement. 
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Mr. Capor. Previous witnesses have described the role which the 
Mutual Security Program is intended to play in furthering foreign 
policy objectives. Subsequent witnesses will discuss the problems 
of the four major geographic areas of the world and will demonstrate 
the specific ways in which the assistance proposed for each is adapted 
to make use of available resources in meeting these problems. 

I shall attempt to summarize and explain the full scope of our 
legislative proposals; and to describe the organizational and adminis- 
trative techniques through which we propose to carry out the entire 
undertaking. 

I should like first to present a summary of our legislative proposals. 

We recommend that, in authorizing the program, you make the 
maximum possible use of the authority which is contained in those 
existing foreign-aid laws that have already stood the practical tests of 
experience. 

Therefore, in lieu of drafting an entirely new statute, we suggest 
that it would be wise to continue to employ the Mutual Defense 
Assistance Act, the Economic Cooperation Act, the Act for Interna- 
tional Development, and other pertinent laws, amending them to the 
extent necessary in order to adapt them to changed circumstances and 
to weld them firmly together into a single legislative framework. 

We propose that Congress, by amending prior legislation and 
writing appropriate new provisions, deal with a series of substantive 
problems for which existing authority provides no adequate solution. 

The entire program has the primary purpose of providing resources 
which other free nations do not have and which they require in order 
to resist Soviet imperialism. The kinds and amounts of resources 
required differ markedly from region to region, and from country to 
country. Such differences merely reflect variations in the form of 
the threat and in the capabilities of different peoples, with different 
resources and skills, to meet the threat which imperils them. 

In some nations the fundamental need is immediate military 
strength; in others, the kind of social, political, and economic stability 
that will make their societies less open to Communist subversion; and, 
in the majority, some combination of all of these. 

The situation in a particular country may therefore require one or 
more of the following: finished military equipment which can be 
immediately used by its forces; commodities which are necessary to 
sustain its underlying economy ; raw materials or machinery which are 
essential to maximize local military production; technical assistance 
to increase industrial productivity, or, as in the underdeveloped areas, 
to open horizons for new and improved social, health, and economic 
conditions; relief supplies to meet immediate and crucial emergency 
conditions such as those which have existed among the Palestinian 
refugees and which are to be expected in Korea; training in modern 
military techniques and weapons; or food, clothing, and fuel to support 
military forces which are necessarily larger than those which the local 
economy can possibly maintain without outside help. 

It is obvious that, in any country where two or more different forms 
of resources are required, it would be folly to make judgments with 
respect to one form of aid without reference to the others and without 
seeking that combination of all forms of aid which will best support 
our objectives in that country. 
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For another thing, it must also be clear, given a country’s require- 
ments and its maximum capabilities in terms of materials, facilities, 
and manpower, that failure to provide resources in one form frequently 
merely increases, sometimes very disproportionately, the amount of 
resources that must be provided in another form. 

For example, a reduction in the economic aid proposed for Europe 
would necessitate over the long term a substantial increase in the 
military-equipment program, an increase which might greatly exceed 
the amount of the reduction. 

Conversely, a significant cut-back in the military-equipment 
program would require a step-up in the economic program. The real 
task, therefore, is to strike a proper balance between the two so that 
for a specific amount of total assistance, we achieve the largest 
increment in total European strength. 

This cannot be done if we separate each form of aid into separate 
isolated compartments. Our objective everywhere should be to 
capitalize, by a careful selection of types of aid and techniques, on 
the particular capabilities of a country with the minimum net demand 
on our own wealth. 

It is essential, in selecting the forms of aid to be provided, and in 
the allocation of different types of resources between United States 
requirements and competing foreign claimants, that we undertake 
these tasks against the background of world-wide plans and through 
machinery which assures that the available quantities of each type 
of resource will be employed so as to produce the largest possible 
increment in the security of the free world. 

These things will be difficult to do under any circumstances, and 
they will patently be impossible of accomplishment if we treat this 
program as a series of unrelated and separately administered under- 
takings, each devoted to providing one particular type of resource 
for only one segment of our total objective. 

Our efforts to create military strength in critical foreign areas, and 
particularly in the North Atlantic Treaty area, are part and parcel 
of our own national security program. 

This relationship is also close in the case of other forms of aid 
because we are dealing with personnel, materials, and equipment for 
which combined foreign and domestic demands exceed availabilities. 

Consequently, sound judgments as to those domestic and foreign 
programs which should be emphasized presuppose a broad examina- 
tion of our total security requirements rather than the kind of dis- 
jointed and parochial approach which is inevitable if each foreign- 
aid project is considered in isolation. 

A final advantage of the single program is the opportunity which 
it affords to the executive branch, to the Congress, and to the Ameri- 
can public to gain a clear appreciation of the full scope of our foreign- 
aid activities. 

A major question concerns the extent to which we should rely 
upon existing legislative authority. The preparation of wholly new 
legislation is a long and complicated affair in which it is difficult, in 
spite of the most able and meticulous draftsmanship, to deal with 
all the problems which require treatment, or to do so in a way that 
will obviate the subsequent development of major issues of inter- 
pretation. 
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Consequently, if we can, by simple amendments, use existing laws 
for the Mutual Security Program, such a course would have many 
advantages. Their scope and meaning are clear and understood by 
all concerned; they have, in general, met the test of experience; and 
a large number of people in this country and abroad are familiar with 
the procedures which have been developed for their administration. 

Moreover, perhaps 50 rather elaborate international agreements 
have been negotiated under the authority of these laws and have 
proved to be satisfactory instruments for our dealings with other 
countries. 

I believe that a partial inventory at this point of the legislative 
amendments which we propose will provide a useful Hen, coe 
during the remainder of these hearings. They fall into three 
principal classes: 

(1) those which give concrete recognition to the fact that the 
Mutual Security Program is a single program with several inter- 
dependent and mutually supporting elements ; (2) those which increase 
the geographic coverage of the Mutual Defense Assistance Act, the 
Economic Cooperation Act, or the Act for International Develop- 
ment; and (3) those which amend provisions in the foregoing laws 
which are not entirely adequate to meet a number of current problems. 

We have prepared a new statement of purposes which embraces 
the total objectives of the Mutual Security Program and which modi- 
fies, to the extent that they are inconsistent with the objectives of the 
MSP, the purposes originally set forth in the Mutual Defense Assist- 
ance Act, the conomic Cooperation Act and the Act for International 
Development. 

The new statement emphasizes the primary need for strengthening 
the collective defenses of the free world and the importance of develop- 
ing the resources of the free countries both as a foundation for military 
strength and in order to increase their ability to resist internal 
aggression. It recognizes that, in Europe, economic recovery need 
no longer be given a priority over efforts to increase military strength. 

The new legislation should also recognize that no one can foretell 
the exact course of events during the next 12 months and that the 
pattern of assistance which we are presently proposing may therefore 
need to be somewhat modified if it is to be responsive to changing 
requirements. 

Consequently, there should be authority to utilize a small portion 
of the funds which may be authorized for a particular type of assist- 
ance in one geographic area for the purpose of increasing the amount 
of the same form of assistance in some other part of the world. 

In the fluid state of current affairs, new emergencies may develop, 
and we must be in a position to respond to them quickly ard forcefully. 

Experience with the Mutual Defense Assistance Act has already 
demonstrated the importance of this type of flexibility. Specifically, 
we suggest that not to exceed 10 percent of the amount made avail- 
able by Congress for a specific form of assistance in any one region 
should be available to provide the same form of assistance in other 
regions. 

In Europe, where the interrelationship of military and economic 
aid is close, we recommend that a limited portion of the amount 
appropriated for economic assistance should be available to augment 
the amount appropriated for military assistance, and vice versa. 
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We should be in a position, if the opportunity preseats itself, to 
capitalize to the maximum on European capabilities for raising forces 
and producing munitions, even though this requires the utilization 
of some of the-funds which are presently intended for military end 
items. If an additional dollar of United States economic assistance 
will result in European military production of a value several times 
such amount, its use in this fashion certainly represents a better 
investment than its use for the procurement of military equipment 
in this country. 

Several other changes are also needed in order fully to integrate 
existing laws into the concept of a single program. Some of these 
have to do with the use which may be made of local currencies received 
as an incident to the operation of any present foreign aid legislation. 

We propose, for example, that any local currencies, regardless of 
the particular act under which they are generated, may be utilized to 
further the program asa whole. We also believe that Congress should 
explicitly authorize the use of counterpart to support the European 
rearmament effort. 

Finally, in recognition of the fact that we are here dealing with a 
single, unified program, we recommend that the separate reporting 
requirements in each of the present foreign-aid laws be replaced by 
authority to file periodically under one cover reports concerning all 
of these operations. 

The second class of problems to which legislative attention should 
be given derive from the need to extend certain types of aid to new 
areas or countries. Since these needs have been adverted to by pre- 
vious witnesses and will be described in detail by those who will follow, 
I will simply list the more important of them. 

They are: (1) Authority, upon a finding by the President that 
certain conditions affecting our security exist, to extend assistance to 
free countries of Europe even though they are not members of the 
North Atlantic Treaty or of the Organization for European Economic 
Cooperation; 

This would, among other things, permit the provision of economic 
assistance to Yugoslavia. It would also, should this become important 
to the defense of the North Atlantic area, permit us to furnish military 
aid to a number of non-NATO countries with somewhat greater 
facility than is possible at present; 

(2) Authority, again after a determination by the President that 
such action is important to the security of the United States, to 
employ 10 percent of the amount made available for military assistance 
to Greece, Turkey, and Iran, for the provision of this form of assistance 
to other nations in the near East; 

We must have the ability to move rapidly in this crucial area if a 
situation arises in which military aid will further the cause of the free 
world; 

(3) Authority to furnish a limited quantity of military assistance to 
other American Republics when assistance of this character will 
further the performance by them of specific missions which are impor- 
tant to the defense of the Western Hemisphere; 

(4) Authority to make contributions to the United Nations Korean 
Reconstruction Agency, the organization through which the difficult 
task of rebuilding the economy of that war-ravaged country will be 
undertaken; and 
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(5) Continued authority to contribute a limited portion of the 
amount made available for economic assistance for the support of 
technical assistance programs to be carried out through the United 
Nations and the Organization of American States. 

The third class of problems requiring some form of legislative action 
arises from the inadequacy of certain provisions in existing foreign-aid 
statutes. 

In the first place, we have reached the point where we should raise 
the present limitation, contained in the amended Mutual Defense 
Assistance Act, on the value of excess materials which may be trans- 
ferred as grant assistance without charge to military assistance appro- 
priations. The present limitation, based, as it was, on the availability 
of excess equipment in relation to requirements as of some 12 months 
ago, is no longer realistic. 

A somewhat comparable problem has arisen in the administration 
of the reimbursable aid provisions of the Mutual Defense Assistance 
Act. The present law permits the United States Government to 

lace military procurement contracts on behalf of other governments, 

ut limits the unliquidated value of such contracts which may be out- 
standing at any one time to $100,000,000. Inasmuch as the Canadian > 
Government, which is paying cash for all the equipment which it must 
obtain in the United States, while at the same time making substantial 
grants of military equipment to other NATO forces, has requirements 
which are three or four times in excess of this sum, this limit should be 
raised. We propose that it be fixed at $500,000,000. 

The present reimbursable aid provisions have also confronted us 
with another problem which was not foreseen when they were re- 
written in the summer of 1950. At that time, the original law was 
amended so as to permit reimbursable assistance to any nation which 
is not eligible to join established collective defense arrangements but 
whose ability to defend itself, or to participate in the defense of the 
a of which it is a part, is important to the security of the United 

tates. 

In the case of any such nation, the transfer of equipment must be 
preceded by adequate assurances that the equipment is required for, 
and will be used solely to maintain, its internal security or legitimate 
self-defense, or in order to permit its participation in area defense. 
These safeguards were, and remain, important. However, they 
overlooked the possibility that certain nations would need to purchase 
United States equipment in order to participate in collective United 
Nations actions. They have thus sometimes prevented the use of this 
form of reimbursable aid to furnish supplies required by foreign units 
under the United Nations command in Korea. We believe the re- 
imbursable aid provisions should be amended so that we can meet this 
type of situation in the future. 

Another important problem which should be dealt with in the new 
legislation is that of acquiring local currency which is necessary to 
carry out foreign-assistance programs in the Middle East, south Asia, 
and the Far East, or which is needed to provide the local currency 
expenses of increasing the foreign production and availability of 
materials in which the United States is deficient. This complicated 
problem will be fully covered by subsequent ECA witnesses. 

There are also a number of problems of a primarily technical 
nature which deserve congressional attention. One results from the 
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fact that the North Atlantic Treaty Organization has certain expenses 
toward which each of the participating governments must contribute. 
These include the expenses of SHAPE, the Council of Deputies, the 
Defense Production Board, and other agencies of the treaty. While 
the present Mutual Defense Assistance Act unquestionably prov § 
the authority for United States contributions for this purpose, 
seems desirable to make this authority more explicit. 

Another problem relates to the transfer of patents and know-how 
which are frequently essential to the initiation of military production 
abroad. Still other problems concern the hiring, security clearance, 
and compensation of personnel who are needed to administer the 
program. 

The requests, as submitted to you, represent the culmination of 
nearly a year’s concerted work in the executive branch. This work 
has included: Determinations as to requirements; the screening of 
requirements against availabilities; a series of judgments concerning 
the relative importance of various regions and countries; and the 
development of illustrative programs of assistance. The product 
reflects the best judgment of all agencies concerned with respect to 
the amounts and types of aid which should be furnished. I should 
stress, however, that the aid proposed will not fill requirements 
because these requirements exceed the resources which we can present- 
ly make available to meet them. Consequently, we have done all the 
pruning that seemed possible without destroying essential activities. 

I want to reemphasize that those of us who have developed this 
program do not claim omniscience. We are certain that our experience 
in tackling specific problems and the occurrence of events which we 
cannot now foresee will necessitate some variations in our present, 
illustrative programs. It is this factor of future uncertainty which 
underlines the need for some flexibility in transferring funds among 
areas and, in certain instances, between economic and military 
assistance. 

It should be noted that the expenses of administering the entire 
program, including expenses incident to United States participation 
in international security organizations and expenses of domestic 
programs under the act for international development, would, under 
our proposals, be taken out of the sums which we have proposed for 
the European area. 

All funds for economic assistance in the European area, including 
assistance to further European military production, is included in the 
$1,675,000,000 which we propose should be administered under the 
provisions of the Economic Cooperation Act. I point this out be- 
cause, in the past, funds for increasing munitions production abroad 
were authorized and administered under the Mutual Defense Assist- 
ance Act. Subsequent witnesses will explain the reasons for, and the 
consequences of, this change in approach. 

Finally, I want to stress that it is absolutely vital that unexpended 
balances of prior appropriations should continue to be available. 
These balances have already been fully programed, and are in 
varying stages of use. The programs which we are now proposing 
fit onto, and assume the completion of, the projects and activities 
for which these balances have long since been earmarked. Failure 
to provide this carry-over would simply necessitate an increase in 
our present request by the estimated amount of these unexpended 
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II. ORGANIZATION OF THE PROGRAM 


I turn now to the general question of organization, and I wish I 
could offer you an easy, uncomplicated answer. On the contrary, I am 
forced to admit that in my many years of business experience I have 
never encountered an inherently more difficult problem. There is no 
simple answer because the conduct of foreign aid, no matter how you 
view it, is intrinsically complex. 

The problem is how to use the administrative resources of the United 
States Government to achieve at minimum cost the security which is 
the over-all objective of our whole foreign policy. To get a maximum 
increase in our own security from the money spent under this program 
will require many skills and much wisdom. 

This is a matter which has aroused wide public interest. A number 
of important studies have been made and thovghtful proposals 
advanced. I shall try to make clear what we propose and why we 
think the plan we are recommending is better than the alternative 
proposals. No doubt some of the alternatives would be workable, but 
our proposal has the advantages that it is proven by experience and 
that it is based on a logical analysis of the factors involved. 

Briefly, the plan of organization proposed to administer this program 
is as follows: 

First. The administration of each form of aid will be the responsi- 
bility of an operating agency especially equipped for and experienced 
in that particular activity. For military aid, this will be the Depart- 
ment of Defense. For economic aid to support a defense effort, it 
will be the Economic Cooperation Administration. For aid in under- 
developed areas, to countries where the economic program consists 
primarily of technical cooperation and where the capital for essential 
economic development can be supplied without substantial United 
States grants it will be the Technical Cooperation Administration in 
the Department of State. For those underdeveloped areas where the 
United States program is primarily grant aid to finance needed capital 
development, ECA will administer the program. 

Second. The Secretary of State will be responsible for providing 
leadership and coordination to the program to make sure that its 
different forms are mutually supporting and are coordinated with 
other foreign policies and programs. 

Third. An Interagency committee, the International Security 
Affairs Committee, of which I am presently chairman, will serve as a 
forum in which a balanced governmental judgment will be arrived at 
to guide the activities of the operating agencies. 

ourth. Each operating agency will operate in the field with its 
own personnel or missions, who will work in close unity under the 
general guidance of the Ambassador in each country to assure that 
we speak with a single voice abroad. 

Fifth. Certain programs will be administered by special interna- 
tional agencies of the United Nations and other interaational organ- 
izations rather than by agencies of this Government. 

The basic premise in developing our organization, as you can see, 
is that we should use existing facilities and experience. The plan 
follows that now in effect which dates from December 19, 1950, 
when a memorandum approved by the President established my 


office. 
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Past experience has certainly demonstrated that the actual opera- 
tion of either military or economic aid—the mechanics of laying out a 
detailed program, of procurement or the financing of procurement, 
and the follow-up on the use made of the aid—is a specialized job 
that requires a specially equipped operating agency which can give 
full attention to it. 

Determination of arms needs is a military determination and must 
be done by military men. Arms procurement and military training 
are also jobs for military men and should be the primary responsibility 
of the Department of Defense, as they have been under previous 
military aid programs. 

Similarly, the ECA has done a very commendable job in carrying 
out the Marshall plan. It has an effective team trained in economic 
and production problems and has a great fund of information on 
European production and capacities. To lose or impair the useful- 
ness of this team would set back the effectiveness of the economic aid 
portion of the mutual security program by many months. 

The basic problem of organization is how to tie together military 
aid and economic aid so that they will complement each other in 
operation and give most effective support to our total foreign policy. 
The primary objective of military aid is to arm and train the forces 
of friendly nations. Military aid has been the responsibility of the 
Departments of Defense and State. The primary objective of eco- 
nomic aid has been to promote economic recovery and economic 
development. The greatest part of our economic assistance has been 
administered by ECA. Now most economic aid for Europe will be 
directed toward the objective of increased military production, and 
to help sustain economies strained by stepped-up defense effort. 

Increased European military production is of great importance to 
the American taxpayer. This increase is unlikely if we do not enforce 
the policy of eliminating from arms aid those items which can, within 
a reasonable time and at reasonable cost, be produced in the recipient 
country. No country is likely to go to the trouble and expense of 
producing what it can get from us free of charge. Therefore, when 
the arms requirements of a country have been determined, they are 
screened so we will not furnish items which should be produced either 
in the recipient country or a neighboring country. When necessary, 
economic aid is adjusted to help the recipient carry the added burden 
of producing, or buying from its neighbor, items screened from the 
military aid program. 

It is evident that we cannot carry out this policy and get countries 
to build up their own production unless the arms and economic aid 
programs are coordinated. The logical place for coordination respon- 
sibility is in the Department of State, where the two programs meet 
and where each must of necessity be coordinated with the over-all 
foreign policy of the Government. 

The position of our ambassadors and their relations with the Secre- 
tary of State require that we have a coordinating responsibility for 
aid if the Ambassador is in fact to have a primary roie in the relations 
with the country to which he is accredited. 

The need for either military aid or economic aid depends on the 
part a country is expected to play in the mutual security plans, the 
size of the forces it should maintain, the mission of these forces and the 
political and economic factors which condition its efforts. Judgment 
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cannot be made solely on military or on economic or on political 
rounds. It must embrace all of these. It must be a composite 
udgment to which the Defense Department, the State Department 
and the ECA all contribute. 

Foreign aid must also be judged in relation to other instruments of 
our foreign policy. All aid can be useful in determining the courses 
recipient governments will take toward mutual security, including 
larger defense budgets, forces and production. The United States 
does take into account the willingness of other governments to make 
their own contributions to mutual defense. 

These contributions take many forms in the economic, political 
and military field—not all directly related to the mutual aid program. 
We must use our total effort, including our aid programs, effectively 
and avoid exhausting it on objectives of low priority. To do this, our 
negotiations must be coordinated so that all aspects of our relations 
with the recipient country harmonize with and contribute to our gen- 
eral foreign policy objectives, particularly in the international secu- 
rity field. Often our aid programs are in large part designed to supply 
the United States contribution to the collective security effort, the 
nature of which is determined through multilateral negotiations in 
NATO or some other international body. 

Although the total of aid is used for the total of our objectives, one 
cannot first determine the total and then divide it between military 
and economic aid, for economic and military aid needs are determined 
by entirely different processes and have different significance. 
Primarily, the process of determining military aid is to determine 
what arms are needed for the forces committed to our mutual security 
and when these arms will be needed. The timing of appropriation 
and obligation of funds for arms is different from the timing of de- 
liveries of arms. This is due to variable time between placing the 
order and getting delivery of items of varying complexity. It is thus 
not feasible to allocate arms aid at the time of obligation in the same 
manner as with economic aid. 

Military aid and economic aid have a quite different significance 
per dollar. In fact, we have not told recipients the dollar value of 
military aid. Some items from surplus are valued at a small fraction 
of the cost of similar items from new procurement. To bargain with 
military aid on a dollar basis would jeopardize our whole’ security 
program. We cannot afford to deny weapons to forces which des- 
perately need those weapons. To do so would sacrifice our own 
security. 

Military aid and economic aid must be considered separately but 
related each to the other. A composite judgment is necessary to get 
maximum effectiveness in support of national policy. Although the 
Department of State will be charged with the responsibility for co- 
ordination of aid under the proposed Mutual Security Program, this 
does not imply direct control. It is expected that aid will be coordi- 
nated through the International Security Affairs Committee, on which 
the three agencies—Defense, State, and ECA—will be represented 
(also, Treasury and Mr. Harriman’s office). 

Agreement in this committee must be unanimous. Failing agree- 
ment, matters can be referred to the Cabinet level, or to the Presi- 
dent. Actually, experience of the last 4 months has shown a remark- 
able degree of unanimity in the committee. The committee has, in 
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fact, been able to resolve its problems without reference to {he 
President. 

A relatively small but quite important element of the Mutua! 
Security Program is economic and technical aid to the underdeveloped 
areas. The purpose of this part of the program is to build strengt) 
in those areas by helping the peoples to make progress toward a more 
stable and productive society. This is as truly a phase of mutual 
security as military aid or economic aid to support a defense effort. 

This activity requires an organization which can furnish technica] 
advice and assistance in dealing with the problems of farm and village 
life predominant in those areas. We have such an organization create 
especially for this purpose in the Technical Cooperation Administration 
which has been set up to administer the point 4 program. ECA mis- 
sions in the Far East are carrying on programs with essentially the 
same purpose. The distinguishing feature between these two phases 
arises from the varying ability of the countries concerned to supply 
capital for economic development. ; 

In some areas development capital is available from local sources, 
from outside private investment, or from public lending institutions, 
such as the Export-Import Bank and the International Bank. In 
those countries the form of organization required is one which can lay 
out jointly with the country authorities an effective economic develop- 
ment program and can then supply the essential ingredient of technical 
know-how. In other countries an organization is required which is 
able to administer supply and construction activities on a considerable 
scale in addition to the foregoing. As a general rule, TCA will admin- 
ister the underdeveloped areas program in the former countries and 
the ECA in all other countries. 

It has been suggested by some who have studied foreign aid that 
our program should be administered by a single agency. This sounds 
attractive. We all know that a single authority is usually the best 
way to get things done. However, we must bear in mind that a major 
part of this program involves three elements, three skills and three 
responsibilities—military, economic and political—which are presently 
in three different departments of the Government. If authority were 
vested in a single agency, it would still be necessary to coordinate the 
three elements. It is hardly conceivable that the program could be 
run without coordinating it with the work of the Departments of 
Defense and of State and with the ECA; and the Treasury Depart- 
ment must concern itself with the effect of the program on finances. 
However we organize, it would be necessary to coordinate the work 
with several agencies besides that responsible for operations. A 
coordinating committee would exist, in fact, whether formalized or not. 

At the start of the Mutual Defense Assistance Program in 1949, it 
was recognized that military and economic aid were a means toward 
our foreign policy objectives, and Congress established the central 
responsibility in the President, who designated the Secretary of State 
to coordinate and give central leadership. The close relationship of 
our aid to our participation with other nations in the North Atlantic 
Treaty Organization and in other collective security arrangements was 
obvious. Now that NATO has become established with its Council 
of Deputies in permanent session under the chairmanship of Ambassa- 
dor Spofford and with permanent boards concerned with economic, mili- 
tary, and production problems, it has become necessary to coordinate 
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our participation in these activities which are the concern of several 
departments of our Government. These activities are, of course, 
closely related to our aid programs. In Europe, the United States 
representatives have also needed coordination and the European 
Coordinating Committee (ECC) has been established. 

In order to show vou the relationship of these various United States 
committees and of the NATO bodies with which they deal, we have 
prepared some charts, and with your indulgence, I beg leave to show 
them to you. 

I am sorry, Mr. Chairman. They are behind your head. May I 
refer to these charts now, and you will have to turn around, I am 
afraid. 

Chairman Ricuarps. Yes, sir. 

Mr. Cazpor. The first chart shows the present organization of the 
NATO. I do not want to imply that this is necessarily the final 
organization. ‘There have been several recent changes since I came 
to Washington, but I might go through this with you. 

At the top we have the Council itself, which sits either as the For- 
eign Ministers or Defense Ministers, or other ministers, as appro- 
priate. That Council, as you know, is not in permanent session. It 
has ordinarily met several times a year, but has not yet met in this 
calendar year. We have hopes that we can have a meeting in the 
next few months. 

In permanent session under the Council is the Council of Deputies, 
and it is under the Council of Deputies that most of the problems on 
which we need international agreement are now handled. Am- 
bassador Spofford is the American representative on the Council of 
Deputies and its chairman. 

Under the Council of Deputies we have a number of permanent 
committees. I will take them in this order: 

First, the Defense Production Board, of which Mr. Batt is the 
American member. Under this Defense Production Board there is 
a staff of people who serve in an international rather than a United 
States capacity. The head of that staff is Mr. Herod, former presi- 
dent of the International General Electric Co., a businessman with 
great skill in the field of production. ‘The staff is recruited from the 
member nations. 

The Military Committee, which is, of course, of great importance, 
consists of the 12 Chiefs of Staff of the 12 members of NATO. It ob- 
viously can only meet very infrequently. In permanent session, how- 
ever, here in Washington in the Pentagon, is a standing group which 
is a sort of Executive Committee of the Military Committee. That 
standing group represents the United States, the United Kingdom, 
and France. The nominal members are the Chiefs of Staff of those 
three countries. Actually, it meets, however, as the Deputy Chiefs 
of Staff, namely, Vice Admiral Wright, of the United States; Air 
Chief Marshal Elliott, of the United Kingdom; and Lieutenant 
General Ely, of France. 

I might in passing point out that this is the top military body in 
permanent session and is the source from which General Eisenhower 
and SHAPE in Europe get direction. It gives military advice to 
the Council of Deputies, which is also in permanent session, and gets 
in turn political advice from the Council of Deputies. 
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There is also here in Washington the Military Representatives 
Committee, through which eight of the other nine governments in 
NATO take part in this military planning. 

In Paris NATO has a Financial and Economic Board, which has 
recently been set up. It is only now getting organized under 4 
French chairman, and Ambassador Wood is United States repro- 
sentative. 

Mr. Vorys. Would you stop there and tell us what that Financia! 
and Economic Board does compared with OEEC, and so forth? 

Mr. Casor. Certainly, Mr. Vorys. 

Presently the Financial and Economic Board is making studies of 
the economic impact on the members of NATO of the defense effort — 
of getting into proper military posture. This task is what we call the 
burden-sharing exercise. We expect it will make recommendations 
to the Couneif of Deputies and give facts to the Council of Deputies 
which will enable the Council of Deputies to discuss burden sharing. 

The FEB is in a sense an inner circle within OEEC, which in the 
past considered how the countries of Europe could best use United 
States economic aid and in general coordinated European economic 
recovery. The two have no direct relationship to one another, 
however, and OEEC covers 16 countries, of which only nine are 
members of NATO. 

Mrs. Boiron. Mr. Chairman, will the gentleman yield? 

Chairman Ricwarps. Mrs. Bolton. 

Mrs. Bouron. I asked certain questions of Mr. Foster which he 
was kind enough to submit answers to in letter form. Those have 
been put into the record, Mr. Vorys, with the history of this particular 
Financial and Economic Board. It is in the record, Mr. Chairman. 
(See pp. 167-168.) 

Chairman RicHarps. You mean the questions you asked yesterday? 

Mrs. Botton. Yes. They referred entirely to this, and the 
answers take a little different slant from what the gentleman said. 

Chairman Ricuarps. We would like to hear Mr. Cabot on that. 

Mrs. Bouton. Of course, but I am just advising you that it is in 
the record. 

Chairman Ricuarps. I am glad you told me about that, Mrs. 
Bolton, because we were interested in that particular point yesterday. 

Mr. Casor. Mr. Foster could no doubt tell you in greater detail of 
the work of the FEB, because that is really a primary responsibility 
of the ECA, that being the agency of our Government charged with 
administering United States economic aid to Europe and Ambassador 
Wood is, in fact, an ECA man. 

Then we also have the Planning Board for Ocean Shipping, which 
I think describes itself. It plans the problems of shipping, which will 
be so important in case of war. The Military Standardization Agency 
I do not think I need to dwell on since its title describes its function. 
Most important, of course, of the organizations which we are reviewing 
is General Eisenhower’s command in Europe, but we must not forget 
_- are other important organizations used in the NATO defense 
effort. 

I think that next one is wrong on the chart. It should be 
SACLANT, which will be headed by Admiral Fechteler if his appoint- 
ment is confirmed. 
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There is the Regional Planning Board for the North American 
Continent. Later we may have further commands under NATO. 

Would you like me to pause for questioning on this chart before I 
proceed to the next one? 

Chairman Ricuarps. Are there any questions about that chart? 

Mr. Sairu. Is there any sound reason why these agencies should 
be located in one central place, rather than have them scattered all 
over the world? 

Mr. Casor. There are plenty of reasons why they should, and 
there are also reasons that make it difficult to accomplish that. I 
think there are a good many advantages to having them somewhat 
scattered. 

Mr. Jupp. I am a little puzzled by your description of burden 
sharing. You said the FEB’s business is to deal with burden sharing, 
which of necessity consists largely of how to divide up American aid. 

Mr. Casor. Correct. 

Mr. Jupp. That is, they decide how to divide up what they get as 
the result. of our carrying the burden? I do not quite figure out how 
that is sharing the burden? ‘That is sharing the loot. It seems to 
me somewhat of a misnomer to call it burden sharing. Only one is 
carrying the burden. Why do you not say ‘aid sharing’ or some- 
thing like that instead of burden sharing? 

Mr. Capor. It is certainly not expected that the United States 
will be the only nation which will give aid. The standard of living, 
as you know, is far lower in Europe than it is in the United States, 
and therefore it is to be expected for some time the United States 
will be the major Nation in providing aid to the other members of 
NATO; that is, to its other partners. 

Mr. Jupp. Well, is its ultimate function to try to do what the 
name says, that is, share the burden, or is it just to divide up the aid? 
The two things are quite different. You use one name for another 
process. 

Mr. Casor. I do not think there is an exact difference, is there, 
Mr. Judd, between dividing up the aid of giving countries and the 
sharing of the burden among the whole 12 partners? It seems to 
me they are part of the same general concept. 

Mr. Jupp. It seems to me burden sharing would be how to divide 
up the carrying of the burden, and not how to divide up the results 
of the burden that is being carried by one nation. 

Mr. Caxsor. I think it is how to divide the carrying of the burden. 
Yes; how carrying the burden will be an aid to the other countries. 

Chairman Ricuarps. Mr. Cabot, did you finish your prepared 
statement? 

Mr. Canor. Yes; I did. 

Chairman Ricuarps. I was following your statement orally, but 
[ was not following you on your paper. You have finished your 
prepared statement? 

Mr. Carnor. Yes, sir. 

Chairman Ricuarps. If you will, will vou go ahead and proceed 
with this other chart, because we will have to go down on the floor 
soon. We will question you a little later on that. 

Mr. Sairn. I have something on administration, Mr. Chairman. 

Chairman Ricuarps. Do you want to question him on this chart? 

Mr. Suiru. Yes. 
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On the question of overseas administration of the security program, 
Mr. Batt—and we saw him when we were on our trip—I understand, 
is chief of our ECA mission in the United Kingdom, and he is also 
our United States representative on the Defense Production Board 
of NATO. That is correct, is it not? 

Mr. Capsor. That is correct. 

Mr. Smiru. As I understand it, Mr. Batt has two separate offices, 
one in London and one in Paris. 

Mr. Cazor. No, sir. 1 do not believe he has any office in Paris, 
If so, I have not heard of it. 

Mr. Jupp. It is two offices in London. 

Mr. Smiru. He has two offices in London? 

Mr. Casor. That is correct. 

Mr. Smirx. What can be the purpose of that? 

Mr. Casor. Because he has two duties. One is as ECA Adminis- 
trator for England and the other is as United States representative 
under the Defense Production Board. The international agency has 
an office in London, as does ECA. 

Mr. Jupp. There was an announcement, I think last November, 
that ECA aid to England had ended. 

Mr. Casor. The ECA mission to England has not ended because 
it has many duties. First of all, it has the distribution of the aid 
still in the pipeline, and also ECA is still the claimant agency on 
supplies, and has various other economic functions in England. 

Chairman Ricuarps. We will go to the next chart if you have 
finished with that one. 

Mr. Capor. Yes. 

Chairman Ricuarps. I would suggest to the members of the com- 
mittee that I do not think we ought to suspend hearings this early 
this morning. We could drop down and answer the roll call, since 
it is a quorum call. 

Mr. Jupp. Why do they not tell us when they are in the well, 
and in 5 minutes we can all go down and come right back. 

Chairman Ricnarps. Suppose we do that. Mr. Crawford, will you 
let us know, and then we will come back if it is not too late. 

Mr. Crawrorp. Yes, sir. 

Mr. Cazsor. This chart, Mr. Chairman, shows the United States 
organization. The previous chart showed the international organiza- 
tion, and this shows the United States organization by which we handle 
the Mutual Security Program and also handle our relations with 
NATO, and the other countries with which we are cooperating to 
increase our mutual security. 

I would start, if I may, at the country level. We have in each of 
these countries a United States team. It naturally divides itself 
into several parts. The head or the leader of the United States 
team is our ambassador in each of these countries. We might, for 
instance, take France. Ambassador Bruce, of course, is our Ambassa- 
dor to France. We also have an ECA mission chief in each of these 
countries. Jn France it is presently Mr. Parkman. 

We also have military teams. We call them the MAAGS—amilitary 
missions or military assistance advisory groups—the head of the MAAG 
in France is now General Richards. In France, but not in all of the 
countries, we also have Treasury representatives. 





m, 
id, 
lso 
rd 





THE MUTUAL SECURITY PROGRAM 253 


I wish to point out that these officials have different functions: 
the ECA chief being charged with the economic aid; the military 
assistance advisory groups being charged with development of the 
military programs which, of course, they do in consultation with 
military people of the country to which they are accredited; and the 
ambassador being charged with our over-all foreign-policy relation- 
ships with these countries. 

Mr. Vorys. What are the Treasury representatives doing? 

Mr. Casor. They deal with the financial realtionships between 
certain of these countries and the United States. 

Mr. Vorys. What financial relationships? What function do they 
have separate from ECA? 

Mr. Casor. The Treasury carries on continuous observation of the 
finances of these countries and is, of course, also interested in the 
effect of their financial position on the over-all finances of the United 
States. The Treasury has representatives in a number of countries, 
including four of the NATO countries. 

Chairman Ricuarps. Does the Treasury have anything to do with 
the use of counterpart funds in ECA, whether it is to retire the public 
debt of those recipient countries, or anything like that? 

Mr. Capor. No, sir. I do not believe that the Treasury does, 
except insofar as they might give advice to the ECA, which they 
might well do through the International Security Affairs Committee 
or through the National Advisory Council. 

Chairman Ricuarps. But primarily then the Treasury is an ad- 
viser on the financial status of the recipient country as related to the 
United States position? 

Mr. Cazsor. That is correct. 

Mr. Herrer. Is it not true in Paris that Dr. Tomlinson advised in 
financial matters the Embassy, the Paris ECA, and the regional 
office of ECA; that is, all three? 

Mr. Caxpor. That is correct. He is in an advisory capacity. 

Mr. Herrer. All of the American agencies in Paris, and he happens 
to be a very valuable and skilled man there; but there are a limited 
number of Treasury men abroad. 

Mr. Cazsor. That is correct. 

Mr. Mansrievp. If the gentleman will yield, I would like to say 
too that the Treasury man in Brussels impressed us very much with 
his wide grasp of the situation. 

Mr. Herrer. A very able man. 

Mr. Vorys. Is he on the payroll! of the United States Treasury? 
I thought all those things are things ECA was supposed to be doing. 

Mr. Capor. I believe he is on the payroll of the United States 
Treasury, Mr. Vorys. 

Mr. Risicorr. This problem of the Treasury is a lot bigger than 
just the question of the ECA mission or military assistance. In other 
words, the Treasury representatives were in these countries before 
ECA was started. Is that not correct? This is a continuing part of 
the way we carry out foreign relations. You certainly cannot carry 
it out unless you have the Treasury coming into it with international 
trade, the loans involved, and so forth. That is my understanding 
of what the Treasury does. 

Mr. Casor. I believe that is correct. 
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Mr. Vorys. I thought, for instance, we used to have Department 
of Commerce representatives all over the world. We quit that because 
we were just going to have one mission in each place. Now, I frankly 
did not know that we still had Department of Treasury representatives 
scattered over the world. Are they under our ambassadors? 

Mr. Casor. They are advisory to our ambassadors. The exact 
relationship that they have to the Treasury in Washington I cannot 
tell you. I do not know. 

Mr. Mansrietp. Mr. Cabot, you could get that information for 
us, though, and give us a detailed analysis of the positions of the 
Treasury representatives in these four European countries? 

Mr. Caror. I would be glad to, Mr. Mansfield. 

(The information referred to appears in the appendix.) 

Mr. Smirx. How many men are employed in this program, Mr. 
Cabot, at home and abroad? 

Chairman Ricuarps. What program is the gentleman talking 
about? 

Mr. Smairx. This mutual assistance program in these various 
agencies or departments? 

Mr. Casor. That would be a hard question to answer, because you 
would have to define whether you mean full-time on the Mutual 
Security Program, or whether they deal with it in connection with 
other duties. The total staff abroad I could not tell you. 

Mr. Smirx. How many do you have here at home? 

Mr. Caror. There again you have the same problem, because many 
of us deal with many problems other than the Mutual Security 
Program. 

Mr. Smiru. There is an overlap then of responsibility and duties? 

Mr. Caror. That is correct. 

Mr. Vorys. You said ‘many of us.”’ Do you have duties other 
than being Chairman of the Coordinating Committee of ISAC? 

Mr. Caror. No, sir. That is my duty. My job really divides 
itself into two parts, however. I am the backstop for Ambassador 
Spofford in London, so that the United States Government will speak 
as one voice to him so far as it can, it being an interdepartmental opera- 
tion; and I have responsibilities with respect to the aid programs to 
see that they are properly coordinated. 

Chairman Ricuarps. In line with what Mr. Ribicoff said, you or 
your organization avail yourselves of the normal facilities of the 
United States Government, let us say, the Treasury, Agriculture, and 
any other departments that have representatives abroad. That is 
correct, is it not? 

Mr. Canor. That is right. 

Chairman Ricuarps. Go ahead, sir. 

Mr. Carnor. Now I will deal with the regional level. 

These agencies at the country level have their counterpart at the 
regional level. I might explain that for military and economic 
programs it is necessary that they be related, one country to an 
adjoining country. For instance, it would not be good policy for the 
United States Government to give end-item aid to a country where 
those end items could be purchased in an adjoining country either 
quickly, cheaply, or effectively. 

Inasmuch as the country mission would not probably have know!- 
edge of the adjoining country, our programs are screened at the 
regional level. 
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At the regional level the leader of the team is Ambassador Spofford. 
He is also Chairman of the European Coordinating Committee, which 
I referred to in my prepared statement. 

The top economic man is Ambassador Katz in Paris, and, as you 
know, his resignation is now pending. 

On the production front Mr. Batt is the American representative, 
and the military representative is General Handy, now in Heidelberg. 

Under General Handy is General Kibler in London, who screens 
these programs at the regional level. The programs then are referred 
to Washington. In Washington the military programs are handled 
by the Defense Department and the economic problems by the ECA; 
and they are coordinated through our Committee. 

Of course, the President has the final say on all of these matters. 

The representatives on our Committee of these various departments 
are General Burns for Defense, Mr. Halaby for ECA, Mr. Hebbard for 
Treasury, Mr. Gordon for Mr. Harriman’s office, and I chair the 
Committee for the Secretary of State. 

If there are no more questions on this chart, sir, I will turn to the 
last chart, which is a simple one and simply shows how our committee 
is organized. 

Mr. Javits. Could I ask one question on this chart? 

Chairman Richarps. Mr. Javits. 

Mr. Javirs. What is the top authority in the United States on the 
Mutual Defense Assistance Program comparable to the Adminis- 
trator of ECA in the economic program? 

Mr. Casor. I do not think I could say that there is a top other than 
the President, who has authority in the Mutual Security Program. 

Mr. Javits. I said the Mutual Defense Assistance Program. 

Mr. Casor. Oh, you mean the military part? 

Mr. Javirs. Correct. 

Mr. Casor. The top authority there would be the Secretary of 
Defense, of course. Under the Secretary of Defense there is an 
office under General Burns which concerns itself with all military 
foreign aid. The actual programing is under General Scott. 

Mr. Javits. But there is no person comparable to the Adminis- 
trator of ECA who is the Administrator of the Mutual Defense 
Assistance Program? 

Mr. Casor. Not exactly comparable, Mr. Javits. 

Mr. Javits. Thank you very much. That is what I wanted to 
know. 

Mr. Jupp. If I may interrupt there for just a moment, on page 17 
you say there are these three jobs, the military aid, the economic aid, 
and the technical assistance. One is in Defense, one is in ECA and 
one is in the State Department. They are all part of one program. 

I am still not sold on the argument that it is not advisable to have 
one operation with three parts, correlated with Defense and State 
and the rest of the Government. You have three parts of one program. 
That is where the fundamental integration ought to be, in one agency, 
it seems to me. 

Mr. Casor. That could, of course, be done, Dr. Judd. I am not 
for an instant suggesting it could not. I am only pointing out if 
that is done you would also have to coordinate. 
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Mr. Jupp. Certainly. You would have one top man who would 
be head of the Mutual Security Program. It would have three parts, 
the military, the economic, and the technical assistance. 

Mr. Casor. He, however, could not issue orders to a member of 
the Department of Defense, except if the President designated him 
to do so. 

Mr. Jupp. No. That is right. He cannot issue orders to the 
technical assistance business now. 

Mr. Javits. Will the gentleman yield? 

Mr. Jupp. Yes. 

Mr. Javits. Neither can ECA issue orders to the Department of 
Commerce or anybody else, but they still have a top man running the 
show. That is what I think Dr. Judd and I are after. 

Mr. Jupp. That is right. 

Mr. Mansrrevp. Mr. Chairman, I think the answer in part to Mr. 
Javits’ question lies in the fact that under ordinary circumstances the 
ECA, a foreign aid program, would have gone through the Depart- 
ment of State, making the Secretary the head of it; but it was created 
as an independent agency, giving the Administrator a great deal of 
power. If you want to make a comparison I would have to agree with 
Mr. Cabot that Secretary Marshall would be a similar head to Mr. 
Foster in the ECA, on the military aid program. 

Mr. Casor. Thank you, Mr. Mansfield. 

Mr. Vorys. Mr. Foster has just a claimant agency. Is that not 
right? He does not buy anything? He does not order anybody in 
this country to do anything. He does not procure. 

Mr. Mansrrevp. No, but does he not make use of the Government 
agencies in existence for procurement purposes? 

Mr. Vorys. Yes. Of existing agencies. 

Mr. MansFIe.p. So that you have that same situation coming up 
again of this correlation or coordination, or lack of oneness you have 
been trying to bring out in your testimony. 

Mr. Javirs. Might I say that might be good? All I think we ought 
to do is pinpoint the situation, so that we know what we are dealing 
with. 

Chairman Ricuarps. Let us go into that a little later. Mr. Cabot 
will sit down directly and we will all ask him questions about that. 

Mr. Futron. Could I have one question? 

Chairman Ricwarps. Mr. Fulton. 

Mr. Furron. There is a liaison with Greece and Turkey. As you 
said, obviously they are outside the NATO countries. Where does 
that liaison fit in on your chart? 

Mr. Cazsor. Do you refer to liaison with the governments of Greece 
and Turkey? 

Mr. Futron. Yes. 

Mr. Casor. Or with the American teams in Greece and Turkey?’ 

Mr. Futon. Whatever the liaison is with those two countries. 
Just where does it fit in on your chart there? 

Mr. Carport. In Greece and Turkey, as in other countries, we have 
an Ambassador, a military mission and an economic mission. ‘The 
liaison with the Governments of Greece and Turkey is through the 
heads of those missions. 

Mr. Futron. It does not come into your chart through you, under 
the Secretary of State? 
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Mr. Casor. The Ambassador is, of course, the representative of the 
President, but receives his instructions ordinarily from the Secretary 
of State. 

Mr. Furron. So that in those countries you are actually operating 
just under-the present diplomatic set-up without any change through 
this International Security Affairs Committee on this particular pro- 

am? 

Mr. Cazsor. The International Security Affairs Committee is a 
Washington coordinating agency. There 1s coordination in the coun- 
try under the Ambassador, who is the leader of the team in each 
country. 

Mr. Futtron. But on the Mutual Security Program you have no 
coordinating in Washington through the International Security 
Affairs Committee. It is done directly through diplomatic channels 
as to Greece and Turkey? 

Mr. Caxsor. Orders to the ECA mission chiefs are through an ECA 
channel; to the military mission through a military channel; to the 
Ambassador through a diplomatic channel. The coordination takes 
place both in Washington and in the country—in Greece or in Turkey 
—and also in the region through the European Coordinating Com- 
mittee. 

Mr. Futron. With whom would they check in on your committee? 

Mr. Casor. Each checks in with his counterpart in Washington, 
because they have three channels of communication. 

Mr. Mansrrevp. Could we have the other chart now? 

Mr. Cazor. In further answer to the last question I would like to 
point out that Greece and Turkey are no different from other coun- 
tries organizationally, except that we have no regional coordination 
for Greece and Turkey except through OSR. 

This last chart shows how we organize here in Washington. We 
have a top coordinating committee. I have already given you the 
members of this committee, and under it we have five subcommittees: 
The Defense Production Group, dealing with production matters; the 
Foreign Aid Committee, dealing with the relation between economic 
and military aid; the Public Information Committee, dealing with 
information programs; the Financial and Economic Group, dealing 
with the economic problem; and, the Political and Military Group, 
dealing with the relationship between foreign policy and military 
policy. 

Chairman Ricuarps. Mr. Cabot, I hope you can remain here a 
little while. We will have to suspend for a few moments to go down 
to the floor. 

(Whereupon, at 11:40 a. m. the committee recessed until 11:50 
a. m.) 

Chairman Ricnarps. The committee will come to order, please. 

Mr. Cabot, will you please continue your testimony? 

Mr. Casnor. If I may, Mr. Richards, I would like to revert to the 
subject of burden-sharing which Dr. Judd raised. We were talking 
at that time of the FEB and, therefore, I adverted only to the economic 
aspects of burden-sharing but, of course, burden-sharing is a much 
larger subject, really. The Europeans are putting up a major meas- 
ure of troops, and they are also providing the maintenance of those 
troops, and the individual equipment of those troops, and much of the 
hardware of those troops. 
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Then there is the subject of infrastructure which enters into the 
burden. Infrastructure is what the military people refer to when 
they are talking about the docks, and the communications, and the 
air fields, and so on, which are for the common use of forces of the 
cooperating countries. 

This burden-sharing exercise will be finally studied in the Council 
of Deputies. One of the elements which goes into it will be the results 
of study by the FEB. 

Mr. Jupp. Burden-sharing is the new word for what we used to 
call division of effort. Is that right? 

Mr. Casor. Yes, sir. 

Chairman Ricuarps. Suppose we go around the table, Doctor. 
Are you through with that question? 

Mr. Jupp. Yes. 

Chairman Ricuarps. We will go around under the 5-minute rule, 

Mr. Gordon 

Mr. Gorpon. No questions, Mr. Chairman. 

Chairman Ricwarps. Mr. Vorys. 

Mr. Vorys. You have given us a lot of feod for thought and ex- 
plained the whole thing in one piece more than any witness yet. 

Coming back to this baffling organizational set-up, you are called 
the Director of International Security Affairs; are you not? 

Mr. Cazor. That is right. 

Mr. Vorys. Do you direct anybody except your immediate office 
staff? 

Mr. Caxsor. Yes, sir. I have a considerable office staff which deals 
with the final screening of these various programs and the coordina- 
tion of these programs. Actually, my staff divides itself into certain 
departments, which I might describe to you. 

My deputy, Mr. Coolidge, you all know, and there are four assist- 
ant directors—Mr. Ohly, whom many of you will remember because 
he has been up before you on the two previous military aid programs. 
He is the Assistant Director of the Program and Policy Department. 
He is the head of the planning element of my staff. 

Mr. Bell has charge of the program management and control. He 
is an assistant director. 

Mr. Bingham is in charge of the non-European affairs; and Mr. 
Pittman is in charge of the European and NATO affairs on my staiff. 

We have to follow the activities in the various parts of the world 
in order to coordinate the aid programs with the over-all foreign policy 
of the United States, and thus I need somewhat of a staff. 

I said earlier that I had no responsibilities other than in foreign aid 
programs. I do have one small additional responsibility, and that is 
in the Munitions Division in the Office of Security and Consular 
Affairs of the State Department, which receives policy direction and 
guidance from my office. Mr. Elliott runs that Division. It con- 
cerns itself with the licensing of the export of munitions and allied 
things, such as patents on munitions, and blue prints, and plans. 

Mr. Vorys. Are you familiar with a bill that our colleague, Mr. 
Battle, has introduced, which would wish on to vou individually the 
entire control of east-west trade through the iron curtain? 

Mr. Capor. I have read the bill. es, sir, Mr. Vorys. 

Mr. Vorys. That bill was the product of some groping by our sub- 
committee in this maze of agencies. We found that there was no- 
body, that is no one person, responsible for what was going behind the 
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iron curtain from this country or other countries, and we wanted to 
pick out one person some place and give him that responsibility. 

Under that bill, as vou know, vou would direct, and you would have 
statutory powers, that is, you yourself, and nobody but the President 
could do much about those powers. 

What do you think about that? 

Mr. Canor. | think the bill is a very good bill. As to whether I 
should be the one to administer, | will have to leave that to someone 
else. I can hardly view that objectively. I will be glad to try, if 
that, in your wisdom, is the best place to put administration of the bill. 

Mr. Vorys. Here is why we picked you—— 

Mr. Barrie. We thought you did not have enough to do. 

Mr. Vorys. Here is why we picked you, or your job. We have 
great confidence in you personally, but here is why we picked your 
job. We figured that in persuading other nations to go as far as they 
should in this, that the fellow who had something to do with whether 
they got any economic or military aid would be a very effective 
persuader. Now, I wish that you would, with as much detachment 
as you can, comment on that. | appreciate it involves you personally, 
but 1 want to find out whether you think that is an effective way to 
go about it. 

Mr. Caxzor. Aid is certainly an important element of the foreign 
policy of the United States and is used in implementing the policies. 
There can be no doubt that there is a relationship between aid and 
the ability to get cooperation from our partners in withholding helpful 
supplies from our enemies. 

Chairman Ricuarps. Your 5 minutes are up, Mr. Vorys. 

Mr. Battle. 

Mr. Battie. Mr. Chairman, I will continue with Mr. Vorys’ line 
of questions since it is on the Vorys-Kelly-Burleson-Chiperfield-Battle 
bill here. 

I would like to say before I start that everybody on the subcom- 
mittee contributed considerably to the construction of this legislation. 
Mr. Vorys had a brain storm out on the porch one day when we were 
meeting, and Mrs. Kelly had a basic idea that was adopted unani- 
mously. Mr. Burleson, Mr. Chiperfield and I also worked hard to 
set a workable, sound and permanent policy to control trade with 
those threatening our security. 

I was wondering, Mr. Cabot, in your capacity as Chairman of 
ISAC, if it was ever appropriate, er if you have called on the OIT in 
reference to some of these shipments behind the iron curtain? Does 
OIT fit into the picture at all insofar as your work is concerned? 

When we were studying the various agencies that make up ISAC it 
seemed that since OIT has the major responsibility of controlling 
shipments from the United States, possibly they should or would 
be invited in for consultation on occasion. 

Mr. Caror. Presently, no. We have no direct relationship with 
the Department of Commerce in my committee but, of course, the 
State Department has-a coordination responsibility with the Depart- 
ment of Commerce and the OIT. 

Mr. Barrie. Is it your interpretation of the Kem amendment 
that in case there is a settlement in Korea it will not be operative 
unless the Security Council of the United Nations sanctions the 
= of the United Nations forces in a new conflict some- 
where? 
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Mr. Casor. My understanding of the Kem amendment is that it 
becomes inoperative as and when hostilities cease. 

Mr. Barrie. And that to become operative again it would have 
to be under a new decision of the Security Council of the United 
Nations? 

Mr. Canor. The Kem amendment—I do not. see how it can 
become operative under the Security Council of the United Nations. 
It is a United States law; is it not? Perhaps I do not understand 
you, Mr. Battle. 

Mr. Barrue. If I am correct I think that the Kem amendment 
operates only when the American forces are engaged in actual hos- 
tilities under the direction of the Security Council of the United 
Nations. 

Mr. Caror. I understand. 

Mr. Barrie. And if the Korean situation is settled and then 
there is an outbreak, say, in Iran, or Germany, or somewhere else, 
then the Kem amendment will not operate in any shape, form, or 
fashion, unless th» Security Council of the United Nations sanctions 
hostilities for the United Nations forces again in this new spot. 

So what I am saying is, that if hostilities cease and we get a cease 
fire or get an agreement in Korea, then the Kem amendment will not 
be effective or will not operate because the Russian delegates will not 
walk out of the Security Council again. In other words, they will 
stay in the Security Council and will veto any effective action which 
that unit might want to take. 

So I am just saying in effect, or asking, if it would not be a good 
idea to get on with our bill at the first opportunity so we can have a 
legislative act with a definite policy for the United States so far as 
our shipments are concerned, and so far as the control of shipments is 
concerned, relative to the recipient countries of our aid. 

Really what I am asking you is if you agree with the principles of 
our bill on east-west trade? 

Mr. Capor. I do. 

Mr. Barrie. Mr. Vorys, did you get through with the questions 
that you wanted to ask? 

Chairman Ricuarps. He has no more time. 

Mr. Barrie. Is my time up? I would like to yield to Mr. Vorys. 

Chairman Ricuarps. You have 1 minute left, Mr. Battle. 

Mr. Vorys. I wanted to get back to your present organization. 
With your vast experience in business, and I know you were picked 
because of your organizational experience, have you ever seen in 
business the counterpart of the sort of organization you are “director” 
of now? 

Mr. Caznor. No, sir. I have never seen anything like it, and I do 
not believe that there ever was a business anywhere near as complex 
as the United States Government; but I have given a great deal of 
thought to this since I have been down here, and I do not see how it 
can be simplified. 

Surely, you can put everything under one agency, but you still are 
going to have an interdepartmental operation and must coordinate 
with the departments which have the operating responsibility. It is 
like a three-legged stool. You can make any one of the legs the 
responsible agency, but you have to have the other two legs in order 
to get the job done, 
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Mr. Jupp. How about the seat being the responsible agency that 
holds them together? 

Mr. Casor. The seat really is the President of the United States. 

Mr. Jupp. Yes; and he can delegate it to one man with three 
subordinates as well as to three men. 

Mr. Vorys. The Hoover reports generally urge that we use the mili- 
tary or business type of departmental organization, with the authority 
at the top, a streamlined authority. Of course, this organization 
violates that. Iam groping as to where it can be improved or changed, 
but I value highly vour views on it. 

Chairman Ricuarps. In your private business you did not have to 
fool with the Constitution or anything like that, did you? You had 
certain rules, and you had a board of directors who made those rules, 
but that was about all; was it not? 

Mr. Casor. That is right. We had bylaws, but they could be 
changed. ; 

Chairman Ricwarps. That is right. 

Mrs. Bolton. 

Mrs. Botron. No questions, Mr. Chairman. I am very happy to 
yield to Mr. Vorys, if that is the way you want to do it. 

Mr. Vorys. I have had enough. 

Chairman Ricwarps. Mr. Carnahan. 

Mr. Carnawan. What is the relationship between this International 
Security Affairs Committee and the State Department? 

Mr. Casor. The committee is an interdepartmental committee. 
My office is a part of the State Department. 1 act for the Secretary of 
State in this area of his responsibilities. 

Mr. Carnanwan. Even though the function is interdepartmental, 
it would certainly be well to have somebody who is responsible to 
get together the departments; would it not? 

Mr. Capor. I have that responsibility—the responsibility of getting 
the departments together and attempting to find a governmental 
position on the various matters which involve these departments— 
and so far have been quite successful, I feel, in getting a Government 
position in a number of notable instances. 

I might mention, perhaps, the Canadian proposal in which the 
United States Government had no position for a good many months. 
That finally was taken up in our committee and a Government posi- 
tion was found. 

Now, we have a revision of the top committee structure of NATO 
closely following the proposal of the Canadians made some time last 
summer. 

Mr. Carnanan. I have nothing further, Mr. Chairman. 

Mr. Herter. Will the gentleman yield there? 

Chairman Ricuarps. Will the gentleman yield to Mr. Herter? 

Mr. Carnanan. Yes. 

Mr. Herrer. I was wondering if the gentleman would like to 
elaborate on that a little bit. I do not think most members of the 
committee know what the Canadian proposal was, and what it relates 
to, and what happened in connection with it. It has some connec- 
tion with this whole structural feature. 

Mr. Casor. The NATO is a partnership of 12 sovereign nations, 
and this partnership is a three-function partnership. It is political, 
military, and economic. 

85708—51———18 
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In every one of these 12 governments those functions are functions 
of different departments of each government. Therefore, the various 
Ministers all felt it was their responsibility to carry on this NATO. 
and we started, by article LX of the treaty, with a Council which 
consisted of the 12 Foreign Ministers, and a Defense Committee 
consisting of the 12 Defense Ministers. 

We soon had a Defense Finance and Economic Committee con- 
sisting of the 12 finance members, and a Military Committee consisting 
of the 12 Chiefs of Staff. 

So, you had what is essentially 3 cabinet-level and 1 top-military- 
level committees, all 12-man committees of 12 sovereign governments, 
and with no straight coordination between them except through the 
12 governments. 

~The Canadians last summer proposed that they do away with the 
Defense Finance and Economic Committee, and with the Defense 
Committee, and merge them into the Council, making the Council a 
Council of Governments. Within a few weeks of this proposal being 
made in the Council of Deputies, 11 of the governments came to an 
agreement as to substantially what they wanted in the way of a 
simplification of this top structure, but for many, many weeks there- 
after the American repres sentative, Ambassador Spofford, whenever 
this matter came to the front on the agenda, had to say, “I am 
uninstructed.”’ 

The United States Government, which is attempting to show some 
leadership in world affairs, could not make up its own mind. 

It was perhaps that and a number of other similar problems that 
led to the study of how we could get better interdepartmental organ- 
ization here in Washington which led to the formation of my office 
and of the International Security Affairs Committee. 

Chairman Ricuarps. Dr. Judd. 

Mr. Jupp. Mr. Cabot, do you have your statement before you’ 
I would like to ask specific questions about three or four things in it. 

Beginning on page 9 you give a list of five amendments or changes 
which you believe ought to be made in our present legislation. | 
grant you the advantages of retaining as much as possible of the legis- 
lation which has already been interpreted and proved. We know 
what it means and how it works. 

But you now want authority given to the President, for example, to 
permit him to provide economic assistance to Yugoslavia. Then you 
sav it should also permit him to furnish military aid to a number of 
non-NATO countries. 

What countries do you have in mind? Do youcaretosay? Would 
you say Austria, for example? 

Mr. Casor. There are several possibilities. 

Mr. Jupp. You eg Yugoslavia by name, but you did not 
mention any others. I did not know what you meant by “other non- 
NATO countries.”’ 

Mr. Casor. I would not want to discuss the exact status of our 
thinking on aid to any non-NATO countries except perhaps in 
executive session. 

Mr. Jupp. Are you thinking of Europe there? 

Mr. Capor. Yes. Specifically in Europe. There are other coun- 
tries, which, as you know, might be used to help us in this concept of 
balanced collective forces. 
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Mr. Jupp. Of course, you recognize it is going to be very difficult 
to get such a blanket grant of authority. The Korea affair, where the 
President initiated a police action on his own, turned out to be the 
third or fourth largest war in our history. As a result of that experi- 
ence and the impression left in everybody’s mind, it is going to be 
very difficult for the Congress, I think, or the people, to support such 
an extraordinary blanket grant of authority. 

I would predict the Congress would tighten up on previous grants of 
authority rather than making new ones, as you ask us to do in these 
five items. 

For instance, in No. 3 you say: 

Authority to furnish a limited quantity of military assistance to other American 
Republics when assistance of this character will further the performance by them 
of specific missions which are important to the defense of the Western Hemi- 
sphere— 

What do you mean by that? Are we furnishing it now to some? 

Mr. Casnor. We give reimbursable aid only on military items to 
other American Republics. We are asking for authority to give up to 
$40,000,000 of grant, aid—amilitary aid to other American Republics. 

Mr. Jupp. That is to be determined completely by the executive 
agency without any reference to Congress? 

Mr. Cazor. That is right. 

Mr. Jupp. Then, in No. 4, you say: 

Authority to make contributions to the United Nations Korean Reconstruction 
Agency— : 

What do you mean there? Do you want Congress to give a 
blanket authorization, or do you want this committee to recommend 
a blanket authorization for the President to transfer to that Agency 
whatever amount of funds he wants to out of this $8,500,000,000? 
Or is it your idea that we give a general authorization and then you 
come up and justify specific amounts before the Appropriations 
Committee? Or do you want the President to be able to transfer any 
amounts out of the appropriations, no matter for what purpose it has 
been granted, to meet the objective you mentioned here? 

Mr. Cazor. We are presently programing $112,500,000 for recon- 
struction in Korea. We, of course, do not know whether or not it 
would be useful to spend that sum. We cannot predict what would 
be the future events in Korea. Therefore, we feel it must be left to 
the administrative branch of the Government whether or not we give 
that money for that purpose. 

Mr. Jupp. That is right. If Congress in this bill granted $112,- 
000,000, the President could certainly cut it down. However, as I 
get it, you are asking us to give him authority to make it $500,000,000 
if he wants to. 

Mr. Casor. No, Dr. Judd; I do not believe that is correct. If I 
correctly interpret the bill, we are limited to $112,500,000 for this 
purpose. 

Mr. Jupp. But this language says you would like to have us give 
you-— 

Mr. Herrer. A new form of authority. 

Mr. Jupp. Yes. A new grant of authority in addition to the 
$112,500,000, unless you have misstated your own position, because 
the way this reads you want us to give him authority to make con- 
tributions with no limitations. 
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Mr. Cazor. In previous bills we had no right to give for this 
purpose. We are now asking for the right to give for this purpose up 
to $112,500,000. 

Mr. Jupp. Only up to that point? 

Mr. Casor. I believe the bill speaks for itself on that point, Dr. 
Judd. 

Chairman Ricuarps. Dr. Judd, your time has expired. 

Mr. Jupp. All right. 

(Statement submitted by Department of State in further clarifica- 
tion of the provisions of the bill in regard to United States contribu- 
tions to the United Nations Korean Reconstruction Agency:) 

As indicated in the seetion-by-section analysis under section 303, the total 
United States contribution in the United States fiscal year 1952 to the proeram 
of the United Nations Korean Reconstruction Agency is $162,500,000. There 
are approximately $50,000,000 of funds appropriated for the ECA for Korea for 
the fiscal vear 1951, however, which are unobligated and authority is requested 
to make this amount available for contribution by the President to the Recon- 
struction Agency. Accordingly, only $112,500,000 would need to be authorized 
to be appropriated by the proposed legislation. It is proposed to credit to the 
United States contribution of $162,500,000 United States-financed supplies which 
are in the pipeline at the time the UN Korean Reconstruction Agency assumes 
responsibility for the Korean relief and rehabilitation program. The amount of 
such pipeline stocks cannot now be known. 

Dr. Judd raised the question whether section 303 contains any limit on the 
amount of the contributions. Under the bill as presently drafted, the total con- 
tribution could conceivably exceed $162,500,000 by the amount of the pipeline 
supplies, which are transferred to the Reconstruction Agency. This was not the 
intent. We are entirely agreeable to appropriate changes in the language to 
make clear that the total contribution will not exceed $162,500,000. 


Chairman Ricuarps. Mr. Zablocki. 

Mr. Zaswocktr. I have no questions at this time, Mr. Chairman. 
I yield my time to Dr. Judd. 

Mr. Roosevevr. Will the gentleman yield? 

Mr. Jupp. Yes. 

Mr. Roosrvettr. Mr. Cabot, do you not really intend to say, 
“Authority to make $112,500,000 contributions to Korea’’? 

Mr. Capor. Yes. 

Mr. Jupp. If that is what you mean, then there is no conflict. 

Mr. Roosrvett. You mean to say “Authority to make $112,- 
500,000 contributions to Korea.”’ 

Mr. Caxsor. That is correct. 

Mr. Jupp. Then there is no conflict. As I read it, you were asking 
for blanket authority, and I wanted to be sure of that. 

Now, as to the fourth paragraph on page 10, you speak of excess 
materials which may be transferred as grant assistance without 
charge to military-assistance appropriations. Maybe this is not the 
place to ask, but I want to know if there are excess materials. They 
told us 2 years ago there was only a limited amount, and that excess 
materials had been pretty well used up. 

Now, can the Army declare practically any amount of even new 
material to be excess, and thereby increase the amount available for 
grants, without the knowledge and consent of Congress? 

Should that question go to General Scott? 

Mr. Casor. That would be more fully discussed by him, but I can 
answer it generally. We are asking for additional authority because 
the amount we have had heretofore is used up. The amount of excess 
material was limited. It is always limited, but it is not static. That 
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is to say, new material becomes excess because we find new models 
which we want for our troops or we have some surplus for some 
reason or other, and we wish authority where material has been 
declared excess by the Army, or the Navy, or the Air Force, to include 
this in our military assistance up to a certain amount. 

We are asking for an additional $450,000,000. We have had a total 
of $700,000,000 heretofore. The $700,000,000 is practically all 
exhausted, and of the $450,000,000 we are presently programing 
$229,000,000 as grant aid of excess material. 

You understand that this is the original value of this excess material. 

Mr. Jupp. Yes. 

Mr. Caxzor. $229,000,000 will be programed for grant military aid. 
The additional $221,000,000 we wish because of the reimbursable-aid 
feature of the bill. We may wish to sell some portion of this excess 
material on a reimbursable-aid basis. 

Mr. Jupp. Of course, vou see what we are up against. It is always 
possible for the Department of Defense to take stuff that is 20 days 
old and declare it excess and dispose of it at 10 cents on the dollar. 
Something like that has been done repeatedly. It means that when 
Congress appropriates $100,000,000, actually $1,000,000,000 worth 
of materials can be passed out. I do not know the exact figures, but 
that has been done repeatedly where they really wanted to carry out a 
program. In other cases where Defense or State did not favor a 
program which Congress wanted, they charged the replacement cost 
and not 10 cents on the dollar, thereby cutting the program down. 

Mr. Casor. Dr Judd, we are limiting this to $450,000,000. That 
is the procurement cost of the material and not the price at which we 
will “cost” if for the Mutual Security Program purposes. 

Mr. Jupp. I want these things spelled out in the record. 

One more question at this time. At the beginning of your state- 
ment, you speak of this as being a single program. You say it is a 
single program. Well, I am compelled to comment that it ought to 
be a single program, but it is not. By your own statement it is a 
series of programs that you are merely coordinating. Therefore, this 
ismy question: Is the reason that you cannot get better organization— 
you say you have thought about it and struggled with it, and you are 
an expert in that field—is the reason the inherent difficulty and com- 
plexity of the problem itself, or is it because of resistance you have 
met from various agencies who do not want to come into a single 
program? , 

I do not want to embarrass you, but I would like your honest 
opinion. 

Mr. Cazor. I would be very happy to answer that, Dr. Judd. I 
have not met resistance from the various agencies. I have a very 
high regard for the people I have met in these agencies, although I 
knew few of them when I came here. It is because of the inherent 
difficulties in this international field. You cannot effectively im- 
plement this program without using the varying skills that there are 
in various departments of our Government. Those departments 
having no common meeting place short of the White House, you must 
coordinate it through a coordinating committee. The President 
cannot, nor can the Cabinet, find the time to do the coordination at a 
higher level. 

Chairman Ricuarps. Doctor, your time has expired again. 
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Mr. Javits. 

Mr. Javits. I will just take a minute, Mr. Chairman. 

Mr. Cabot, we are trying diplomatically and wisely through eco- 
nomic and military aid to lead the world to peace and higher standards 
of living and more freedom. We have talked here about the unifica- 
tion of Europe and the various elements of that. We have talked 
here about land reform—not spurious as in the Communist revo- 
lutions, but productive and just—in southeast Asia. We have talked 
here about the antidotes to cartel thinking in Europe, and similar 
problems throughout the world. 

Do you believe, as the head of a coordinating committee of the 
State Department, which is what you are—and yours is the one agency 
that heads all these programs up—do you believe in that way you 
can have the greatest impact in our relations with all of these nations 
we are going to deal with in the Mutual Security Program for the 
purpose of moving them toward these other objectives, or do you be- 
lieve you could have much greater impact if you were the adminis- 
trator of the Mutual Security Program? 

Mr. Cazsor. I do not oelieve there would be any substantia! 
difference that I could have under the two different titles. In either 
case one would have to have the consent of the operating agencies 
in order to get anything done. 

Mr. Javirs. You would have to have the consent of the operating 
agencies to ship something, or to supply something, or to procure it, 
or to specify it, but you would not have to have the consent of the 
operating agencies to go and see the Prime Minister of France and tel! 
him what the United States really wants to accomplish through this 
program, which you would be the head of in all three parts—economic, 
technical, and military. Today it would take you, and Mr. Foster, 
and Dr. Bennett, at least, if not a lot of other people also, to see the 
Prime Minister of France. 

The other way—that is, the way I described it—it. would just take 
you. Now, which would be better? 

Mr. Caxsor. I would think Ambassador Bruce should have the 
primary responsibility for seeing the French Government, and that 
I would have the right to see the Prime Minister of France under my 
present title and set-up. 

Mr. Javirs. Now, Ambassador Bruce has been seeing him for some 
time, and I have great confidence in him and high regard for him. 
But we are not very satisfied with the progress that is being made 
solely on the diplomatic level in the respects that we feel this program 
is designed to serve. We ask you what are we to do about it? Should 
we just let it run along as at present, supplying even more money than 
now? 

Mr. Casor. I believe the program has gone well, and that we are 
very well represented in France: Of course, General Eisenhower also 
has the right, and often goes to see high Cabinet level! officials of the 
French Government. 

Mr. Jupp. You are not speaking of France except as an illustration; 
are you? 

Mr. Javirs. I have the deepest faith in General Eisenhower and 
his mission but he does not control this program as you bring it to us 
I am just taking France as an illustration. You can apply it to any 
country in the world. We have heard, and people throughout the 
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country have been saying, that we are trying to get certain ideas 
across, and trying to get them effected. Here is an enormous piece 
of equipment, the whole Mutual Security Program, composed of the 
military, economic, and technical aid, which we want to use as the 
vehicle for leading the free world to better things. 

[ am asking you how can we best do it, and so far the best answer 
you have given me is the fact that we can ‘best do it by a coordinating 
committee in the Department of State. 

I must say that it just does not jibe with my own experience, and 
I doubt that it jibes with your business experience. That does not 
seem to me—and I can only speak for myself—the way to have the 
impact, and we are all agreed we want the impact. 

Chairman Ricwarps. Mr. Cabot said it did not jibe with his 
business experience. He said that in asnwer to the questioning awhile 
ago, and he told you why. 

“Mr. Javits. I am only pointing out, Mr. Chairman, that we are 
not only interested in the fact that your committee agrees today, 
and that you get’ the stuff out and: you get it delivered—we are willing 
to agree with you on that—but what we are after is are we putting 
ourselves in a position really to serve the purposes for which we set all 
this machinery up, and not just to keep the machinery operating. 
You are not just a machine operator, but you are supposed to be a 
leader and an effective force to put the program over. That is what 
lam asking. Can you be such a force in your present position? 

Mr. Caror. Mr. Javits, I do not believe there is any doubt that 
the man who is closest to the President can speak most forcefully for 
the administration. I do not claim to be very close to Mr. Truman. 
I serve under Mr. Acheson, and I consult with him quite frequently 
and, in facet, meet with him daily. 

Mr. Vorys. Would the gentleman yield? 

Mr. Javits. Certainly. 

Mr. Vorys. We sat around this table in 1948 and we created this 
independent status for ECA and the director, and we created a lot of 
people who were called ambassadors. The purpose of it was kudos. 
It was so that when the ECA people went to talk with foreigners they 
would be ambassadors and “big shots.’ 

At that time the Brookings Institution made the study on which 
that was based, and everybody seemed to agree that that was enor- 
mously important. It is pretty difficult for us, having been indoc- 
trinated that way, to find that you simply have an office in the State 
Department, but are the director of all of those ambassadors, and are 
the director of a man who has Cabinet status, Bill Foster. 

Mr. Jupp. Nobody has ever heard of your office outside of a few 
hundred people. 

Mr. Casor. You have a misconception, I fear, Mr. Vorys, of my 
position. If anybody has suggested to you that 1 am the director of 
Mr. Foster, that is incorrect. I have no directive authority over Mr. 

‘oster. 

Mr. Javrrs. Is it correct to say then, Mr. Cabot, that it is Secretary 
Acheson who is really doing this whole job, and you are just his 
agent? Is that not what we come’ down to; that we have a choice as 
between an independent agency and the Secretary of State? 

Mr. Canor. The Secretary of State has no directive authority over 
Mr. Foster either. 
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Chairman Ricuarps. The gentleman’s time has expired. 

Mr. Ribicoff. 

Mr. Ristcorr. I am just going into this in a little different phase. 

Concerning the type of organization that you would eventually 
evolve, would it not depend on how long the program is going to last? 

Mr. ‘Canor. Yes; I think it would. On the question of how long 
the program is going to last, I view it as a temporary program in any 
important scale. 

Mr. Risicorr. Now I think we have gotten down to the heart of 
this whole problem. If this is going to be a 1- or 2-year problem, you 
are not going to set up the complicated agency involved, and that is 
what your thinking has been, as you have talked about your organi- 
zation here, beginning on page 14. You seem to view it as a tempo- 
rary proposition. 

Mr. Caxsor. We view it as a temporary proposition of more than | 

or 2 years. We, in fact, believe that beyond fiscal 1952 there will be 
two more years of large-scale aid, and thereafter it will taper quite 
rapidly. 

Mr. Rrsicorr. And ECA is supposed to terminate on June 30, 1952, 
that is, in another year? 

Mr. Caxsor. That is correct under existing legislation. 

Mr. Risicorr. Your thinking then becomes dependent on what 
policy Congress adopts as to the future of this program. 

Mr. Casor. That is correct. 

Mr. Risicorr. Suppose the policy is that this program in one form 
or another is here to stay with the United States for many years. 
Would that change your thinking as to the type of organization that 
ought to be set up? 

Mr. Casor. I do not believe it would substantially. You could, 
however, operate this by making a new Foreign Affairs Department 
and putting economic, political, public information matters, and so 
forth as divisions under that department. 

I have no strong opinion one way or another as to whether the ECA 
as such should be continued. I have a very strong opinion that that 
team, which has done such a superb job in implementing the Marshall 
plan, should be kept in being to carry on an even more important job 
which faces us today, namely, increasing the military production of 
Europe; for, unless we can increase the production of munitions in 
Europe, this program will not taper off as we now envisage, but will be 
on the shoulders of the American people for a long time. 

Mr. Riricorr. When you consider the short time that we have to 
get out a bill, so to speak, do you think it would be possible within 
the next month or so to sit down and do an effective job in reorganizing 
this whole program? Do you think it could be done properly? 

Mr. Carnot. I have had very little experience in legislative drafting, 
sir. I would think you would have difficulty within a month. 

Mr. Riricorr. Would you not say it is difficult? Suppose you 
had to amalgamate three huge corporations in America that had : 
budget of approximately $8,500,000,000 a year. Do you think as a 
businessman or an attorney you could coordinate those things in 2 
months? 

Mr. Caror. No, sir. I do not. 

Mr. Risicorr. That is all. 
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Mr. Futron. Could I ask, on the one point you are speaking of, 
where does this suggestion originate of the so-called proposed Depart- 
ment of Foreign Affairs? 

Mr. Caxsor. I could not answer that. I do not know where it 
originates. I have heard it from a good many different people, the 
thought that economic, political and psychological, or information 
affairs are but divisions of foreign affairs as a whole. 

Mr. Futron. Yes; but is it not material the State Department has 
traditionally dealt with and now deals with, including this, which is 
that simple, complicated statement—foreign affairs? I do not see 
what the difference is. By changing the name do you arrive at some 
new approach? Because, it has always been foreign policy, economic 
policy, psychological approach, treaties, agreements, executive agree- 
ments. It has been implementing foreign policy with force and trying 
to get the two coextensive. So, what is there different in this then 
that leads you to suggest a department which would be possibly called 
a Department of Foreign Affairs, as distinguished from just the old 
State Department? 

Mr. Canor. I really did not mean to suggest that there would be 
any benefit from such a plan. I was asked what plan might imple- 
ment this, and I simply put that out as one possibility. 

I believe that the Brookings Institution has made studies of this 
question of the relationships of aid to foreign policy. I think it 
would be well worth the time of the committee to study the latest 
report of the Brookings Institution. 

Chairman Ricuarps. Mr. Ribicoff, did you yield to Mr. Fulton? 

Mr. Ristcorr. No; I did not, but that is all right. 

Chairman Ricuarps. We will come back to you. Your time 
has expired. 

Mr. Ristcorr. That is all right. 

Chairman Ricuarps. Mr. Fulton, go ahead on your time then. 

Mr. Futron. I will be pleased to have you go ahead, Mr. Ribicoff. 

Mr. Risicorr. No. That is all right. 

Chairman Ricuarps. You were not here when I got down to Mr. 
Javits, Mr. Fulton. 

Mr. Futron. Did we finish that particular point? If there should 
be a Department of Foreign Affairs, what then would be the duties 
of the State Department, as we know it now? 

Mr. Casor. I would presume they would be merged into the De- 
partment of Foreign Affairs. 

Mr. Jupp. Diplomatic relations. 

Mr. Canor. I am not prepared to discuss how we should imple- 
ment the foreign policy of the United States. I am prepared to dis- 
cuss how we should carry out the aid programs, which are a part of 
foreign policy. The whole of foreign policy is a much broader subject 
than that which we are discussing. 

Mr. Vorys. Will the gentleman yield? 

Mr. Futron. I would be very glad to. 

Mr. Vorys. There are bills introduced, one by our former colleague, 
now Senator Case, on this subject. It is pointed out that the State 
Department was originally called the Department of Foreign Affairs. 
Therefore changing the name is not doing away with the traditional 
State Department, but going back to the old label, although the label 
in itself has no particular significance. 
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But if the gentleman will yield further, Mr. Cabot, your duties. 
according to the Executive order, are “in performing this function op 
behalf of the Secretary of State, and as the Director of the Interna- 
tional Security Affairs Committee’’ you “will be exercising responsi- 
bility for the Government as a whole.”’ 

So that, according to the President, you are at the top of all these 
charts. ' 

Mrs. Ketiy. At that point, will the gentleman yield? 

Mr. Futron. | would be glad to yield. 

Mrs. Keuty. I return to the Battle Committee report at this point. 

As I understand it, your organization, or you, as director, was or 
were primarily secret at first, and I think due to that, or maybe that 
Was one reason why our committee went into the duties of it and 
endeavored to give you the whole responsibility in some way. So [| 
believe for that reason so much discussion has come up as far as re- 
placing the State Department with a Foreign Affairs Department, 
and so forth. 

In the Battle Subcommittee we found out that while you are the 
Director of International Security, you have both national and inter- 
national scope. 

In dealing with the problem with Mr. Sawyer, or discussing it with 
him, he told us when he was ambassador he tried to coordinate the 
work of ECA and Commerce. Is that correct, Mr. Battle? 

Mr. Bartue. Yes. 

Mrs. Ketiy. I know I feel, there should be somewhere in the 
Executive Department a person who is Director of Overseas Assist- 
ance—foreign aid—both national or international supervision, to 
whom we can turn and to whom we can give responsibility if some- 
thing goes wrong with any economic assistance or if something goes 
wrong with our military assistance. 

Since the problem involves political or foreign policy I do not want 
that director to assume the work of the Secretary of State in foreign 
affairs. So it is not a policy person we want. We want to pin respon- 
sibility for carrying out the foreign aid on one person. 

Mr. Jupp. That is right. An operating agency, just like ECA is 
the operating agency for the economic phase of it. 

Mrs. Ketiy. You do not have departmental status, Mr. Cabot, 
and ECA has a departmental status, and you direct ECA. 

Mr. Futtron. Could I give back the remainder of my time? 

Chairman Ricuarps. Could I say this: I thought Mr. Cabot’s 
position was that you could appoint an Administrator if you wanted to, 
but that Administrator could have all the authority you wanted to 
write into Jaw and all the king’s horses behind him, but he would not be 
able to carry out foreign-policy matters. The President and the 
Secretary of State would have to be consulted on that, and there was 
nothing we could do about it. The aid program was a part of the 
foreign policy of the United States. I thought that was the line of 
your argument. Is that correct, Mr. Cabot? 

Mr. Casor. That is correct, Mr. Richards. 

Chairman Ricnarps. Now, if we appointed an Administrator—and 
I have been worried about this thing just like other members of thus 
committee have—as a business proposition I cannot help but see that 
would be the most effective way to operate. I think everybody around 
this table has been worried about that. 
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When you move into the foreign-policy field you cannot get away 
from the fact that whoever might be named, could not proceed in 
certain fields until the State Department was consulted. 

Mr. Jupp. Even Paul Hoffman could not, without consultation, 
but he still operated independently. On policy matters the Secretary 
of State could go to him and make representations, and then he 
could go to the President if he wanted to, but Mr. Hoffman still 
operated independently. 

Chairman Ricuarps. And you feel that if he could do it, a man 
appointed over all could do it? 

Mr. Jupp. Yes. 

Chairman Ricuarps. Let me say there is a motion to recommit 
up on the floor. I imagine members of the committee would want 
to find out about the form of that motion. 

Could we come back after that? We have four members here 
who have not availed themselves of the 5 minutes, and I do not want 
to cut them off at all. What do you want to do about that? 

Mr. Hays. I have no questions. 

Chairman Ricnarps. Mr. Herter, could you be back here at 2:30? 

Mr. Herter. Yes. I would be glad to. 

Chairman Ricuarps. What about you, Mr. Roosevelt? 

“4 Roosevett. I have some questions, and 2:30 would be all 
right. 

Chairman RicHarps. Can you be back at 2:30, Mr. Cabot? 

Mr. Capor. Yes, sir. 

Chairman Ricuarps. Fine. The committee will adjourn until 2:30. 

(Whereupon, at 12:40 p. m. the committee adjourned until 2:30 p. m. 
of the same day.) 

AFTERNOON SESSION 


The committee reconvened at 2:30 p. m., the Honorable James P. 
Richards (chairman), presiding. 

Chairman Ricuarps. The committee will come to order, please. 

Mr. Cabot will continue his testimony. 

Did you have an opportunity to question Mr. Cabot, Mr. Burleson? 

Mr. Burueson. I do not have any questions. 

Chairman Ricuarps. Mr. Roosevelt. 

Mr. Roosrvetr. Mr. Cabot, there are two points I would like to 
take up in my 5 minutes. First, if we can get back on this organiza- 
tional problem, when we had the problem of defense mobilization come 
up after the Korean war started a year ago, we had two courses 
open to us. 

One was to follow the course the President followed and the Congress 
followed in appointing a defense mobilizer, Mr. Wilson, directly at the 
top of the mobilization structure. The other, of course, is that he 
could have appointed Mr. Wilson and put him over in the Department 
of Commerce under the Secretary of Commerce to coordinate the 
efforts of a lot of different existing agencies in the mobilization work. 

It seems to me that is a parallel to what we are facing now in this 
Whole foreign aid, economic, military, and technical. Whether it is 
for greater efficiency or whether it is for perhaps greater kudos in the 
international effect of the program, it seems inescapable but that it 
would be advantageous to have today a counterpart to the defense 
mobilizer on the foreign military, economic and technical program. 
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You seem to be now more or less the director general of the program, 
but I think the general feeling of the committee is that you ought to 
be given more kudos, more international stature. 

We have asked a number of other witnesses about this organization 
problem. I think Mr. Foster and Mr. Acheson have expressed 
themselves fairly clearly although not expressing preference for any 
particular alternative. Nobody really seems to have done a complete 
study of it in the executive branch of government. 

Rather than ask you to go into it now, I think it would be very 
helpful if perhaps at a later hearing you would go into the relative 
merits of two or three ideas that have been suggested by Mr. Acheson 
and Mr. Foster, and some of the members of the committee, because 
I think you are the key fellow who could give us the best advice on 
the problem. 

The other problem is the one you referred to on page 3 of your 
testimony, that if we carry out economic aid, or if we cut down on 
the economic aid at this point, we may find we are expending a great 
deal more money 2 or 3 years from now on military aid because we 
will be paying for more end items. 

Have you any concrete examples in a factual sense of what it 
might cost us if we cut down on any one phase of the program in 
later years? 

(For supplementary statement by Mr. Cabot on the organization 

of M.S. P., see appendix.) 

Mr. Casor. It would be hard to give specific imei which 
would mean much. We could give examples which would show a 
very great leverage from economic aid. 

We have a technique, as you know, called the AMP—additional 
military production—under which in order to stimulate the production 
of military end items in Europe we financed the dollar import costs 
of those items to foreign governments, and told them to go ahead 
with a specific program of making some specific item of munitions. 

We found that relatively ineffective, because the hard currency 
fraction is usually a very small part of the total cost. If you give only 
a part of the cost and the foreign government has to find the rest from 
its budget, then it really becomes just a budgetary problem for them 
to go ahead with the production. Yet I could use that as an example. 

There were many of those projects, of course. I used them as 
examples where economic aid directly supports military efforts. 

I think as a general rule we can say economic aid is multiplied in its 
effects on military efforts. 

Mr. Roosevevt. That is all, Mr. Chairman. 

Chairman Ricuarps. Mr. Herter. 

Mr. Herter. Mr. Chairman, I wanted to follow two lines of 
thought, if | may. Perhaps I can ask unanimous consent for a minute 
or two more. 

Chairman RicHarps. You will not have to do that now. You are 
the Jast member we are calling on. Then we will have unlimited dis- 
cussion. 

Go ahead, and then we will move up the table. 

Mr. Herter. The first question follows somewhat Mr. Roosevelt's 
last question. Let us assume that you have countries each of which 
has a different type of problem from the other. Take, for example, 
the British problem, the French problem, and the Greek problem. 
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You are asking for economic aid as well as the military aid. In the 
case of the British, it is not anticipated any economic aid will be re- 
quired, but their position on balance of payments is such that at the 
moment they do not require further economic aid but some end items 
of military aid, is that correct? 

Mr. Capor. Yes. 

Mr. Herter. In France the balance of payments is such that if it 
was not for the fact that vou were pushing them into a military line of 
production, which in turn takes away from the earning capacity in 
dollars, to buy raw materials and produce consumer goods to maintain 
their standard of living, they would not require economic aid, is that 
not so? 

Mr. Casor. That is correct. 

Mr. Herter. So whatever the figure is, 300 millions roughly, of 
economic aid that vou are asking for for France is essentially economic 
aid to stimulate their military production and equalize from the point 
of view of their standard of living the sacrifices they have to make 
to turn their productive capacity to military purposes? 

Mr. Casor. Yes; also the fact that they are taking a good deal of 
manpower into their army and the military budget costs rise sharply 
by reason of their other military activity, principally the war they are 
fighting in Indochina, which has a very great impact on their general 
budget. 

Mr. Herter. Correct. But it is military reasons that have made 
the impact on their budget; otherwise, you would have considered 
from the ECA point of view that further aid was over and done with. 
So the economic aid now is for military purposes, generally. I think 
that is a fair statement, generally. 

When you get to Greece, you have a situation where the economy 
is essentially so thin that if the country is maintained at ali as a going 
concern, you have to continue with economic aid regardless of any 
military consideration, is that not correct? 

Mr. Cazor. Yes. There are three countries of Europe, I believe, 
possibly more—Greece, Trieste, and Austria—where the economy 
would not be able to support itself even without substantial military 
build-up. 

Mr. Herter. Coming back to France for a moment, in the French 
picture, if you are going to put in the equivalent of some 300 millions 
in economic aid into France, that is not really the whole picture. 

That is, we have not before us, for instance, the aid that might 
be required from the United States for the infrastructure operation. 
That has not come before us in this picture and is not in the bill. 

Mr. Caxor. It has not yet been decided how the infrastructure is 
going to be handled. It refers to those military needs which are 
common to a number of armies of different sovereign powers. 

The problem of who pays the cost is an extremely complicated one. 
It has not yet been decided what budget of the United States, if any, 
will stand what part of the cost of the infrastructure. 

Mr. Herter. That has not come before any committee of the 
Congress? 

Mr. Capor. | would have to check on that. 

Mr. Herter. There is now a bill before the Armed Services Com- 
mittee dealing with the problem of bases. I did not know if that tied 
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in with Iceland, Greenland, and so on. Do you know if the infra- 
structure included that? 

Mr. Casor. I would prefer to have one of the military men testify 
on that. I can say we have a great many bases that are used wholly 
or almost wholly by the United States Air Force which will not be 
financed multilaterally by the various countries of NATO. 

Mr. Herrer. Has an agreement been reached as far as the British; 
picture is concerned? Perhaps we should consider that in executive 
session. I wonder what funds there are to be for the British picture. 

Mr. Casor. It does not come from MDAP funds. 

Mr. Herter. It does not? 

Mr. Casor. No. 

Mr. Herrer. So it is not going to come before this committee? 

Mr. Casor. No, I presume not. It does not come before this 
committee. 

Mr. Herter. We are getting into a curious zone where a part of 
the program is going to other committees and a part of it is coming 
here. 

; wanted to get straightened away on the military aid and economic 
aid. 

Mr. Casor. May I revert to that last answer. You are speaking 
only of England. My answer is correct; economic aid is not speci- 
fically provided in our present Mutual Security Program to contribute 
toward the building of bases in Britain used wholly by the United 
States. 

If you were dealing with France, the economic aid might help the 
French contribute their share of the cost of some of these bases, which 
they would help pay for. 

Mr. Herter. That is what I was by indirection getting at. The 
economic aid to be given to France is essentially to improve her 
dollar position, which she is sacrificing as a result of her military 
effort; is that not true? 

Mr. Casor. That is right. 

Mr. Herter. Is it not possible that if the military in its procure- 
ment problem had the authority to spend a part of its money off-shore, 
and contributed, let us say, in this over-all picture in Europe from the 
point of view of stimulating military production by putting X number 
of dollars in there, it might in part take care of the economic picture 
that you are worrying about? 

Mr. Carnot. That is certainly true. That is taken into account in 
the predictions on which we predicate the economic aid. The money 
that is spent directly by our Defense Establishment in Europe, and the 
indirect money which will be spent by our soldiers who are in Europe, 
is taken into account in figuring the balance-of-payments deficit, 
which is one of the principal factors in determining economic aid. 

Mr. Herrer. Then, in determining that, this $300 million to France 
might possibly go into a pool or something of that kind, which would 
allow you, for instance, to finance a Belgium gun operation, so that 
a number of countries could share in that through the use of a certain 
number of dollars in a pool, in order to make it possible for one country, 
like Belgium, say, to produce for a number of countries in Europe. 

Is it possible that the dollars might be used that way? 

Mr. Canort. It is possible. That leeway is given in our bill. That 
has had a great deal of study in the executive branch of the Govern- 
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ment, to see how would be the best way to stimulate the production 
in one country for use in another country of military end items. 

Mr. Herter. Taking this rough figure of $300 million for France, 
how much of that would you say would go directly into military 
production? Assume that the best thing that you could do would 
be to spend the whole amount of it in order to get that $300 million 
in dollar exchange in France, that all of it were to be used on either 
equipping through machine tools or in purchasing end items in France 
itself, would you feel that you had the situation in hand? 

Mr. Casor. I do not think you can tell what part of the $300 
million goes into military production, because the economic aid is 
used for a number of purposes. It cannot, of course, be used more 
than once. 

It is used to help the French maintain a high military budget. 
And their military budget is necessary in order to maintain the 
divisions, and in order to pay for the individual equipment which 
they produce entirely themselves, or procure from other European 
countries, and in order to provide facilities for the production of 
hardware. It is the same kind of hardware in many cases that we 
are including in our military end-item programs. 

But we do make a part of our policy that we will not give military 
end items which can within a reasonable time and reasonable cost 
be produced in the recipient country. 

Mr. Herter. Presumably out of the military budget of the French 
expenditures, if it is brought to the point where it should be, it will 
contain a considerable sum of money for replacement parts or end 
items that are approved by the military, whether it be jeeps, half- 
tracks, guns or what-not, it will come directly out of the French 
budget. 

What I am driving at is this: If you use a considerable part of that 
$300 million through placing contracts it will relieve the French 
budget of a part of that picture and put that dollar equivalent into 
the French economy. 

Would you not accomplish your purpose as effectively as in little 
bits spotted all over, trying to bolster the French economy? 

Mr. Casor. Your suggestion may be summed up, that our Military 
Establishment procure in France with the $300 million, instead of 
giving grants of economic aid. 

I think then you would not have $300 million added to the French 
budget which could be used for other purposes. You would not have 
the counterpart of it. 

Mr. Herrer. You would have the equivalent in the French budget 
still and available in France. It would be the French Government. 
spending it rather than you yourself checking it in counterpart funds. 
Is not the economic effect almost identically the same? 

Mr. Casor. I think it is substantially the same. You cannot use 
the same money twice. 

Mr. Herrer. What I am trying to get at in all of this is that if 
your economic effect is the same in keeping France in balance from 
the point of view of our dollar economy, and at the same time keeping 
the standard of living at a reasonable level, so that you are not forced 
fo turn too much of the production away from military production, 
do you not arrive at almost the same formula, doing it this way, instead 
of really going at it by indirection in helping little segments of the 
economy and getting the dollars that way? 
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Mr. Canor. Well, we have various criteria by which the economic 
aid is judged. Mr. Bissell will later testify on that subject. 

I think if you limited economic aid to the procurement of military 
equipment, that then you could not use it for many other purposes, 
which would be very desirable from the United States standpoint. 

Mr. Herter. Yes; you can only use it once. If you are getting 
the same end results and you are getting them by different means, you 
are still making effective use of those dollars, and possibly you get 
gy entire military productive capacity of France built up faster 

y that method than going at the thing by indirection, which is 
bolstering little segments of the economy all over the land and having 
the French take out of their military production budget so much more. 

Mr. Casor. When you give money for off-shore procurement, as 
we call it, there is no counterpart created. When you give money for 
the purchase of commodities which can be sold to the people of France 
you get a counterpart, and that counterpart can be used for various 
purposes, such as helping the French budget, which is used to produce 
military equipment. 

Mr. Herrer. If your off-shore procurement is turned over to the 
French Army, you are relieving the French military budget, and you 
are in effect doing exactly the same thing, except you are letting the 
French Government spend the counterpart money rather than by 
agreement between yourselves and the French Government? 

Mr. Casor. That is right. Therefore, it may not be used to build 
up productivity, but just for existing facilities, which in the long run 
do not do as much good from the United States standpoint as the 
direction of the use of this counterpart funds toward things which are 
more productive. 

Mr. Herter. Again, the reason I raised the point is that it is 
inevitable, no matter who are the ECA operators, if the French have 
$300 million to spend on the French economy, every sector will want 
bolstering from that $300 million, and that primary objective of 
increased military production, from the point of Europe being eventu- 
ally able to defend itself is concerned, might lose a part of the effec- 
tiveness of the aid which is given. 

I am trying to find out whether or not we might be more effective 
with the same number of dollars by doing a straight off-shore pro- 
curement job rather than doing it by the old ECA method, which has 
proved very effective. 

Mr. Casor. That has had a great deal of consideration. We are 
doing some off-shore procurement. We have a feeling, at least the 
members of my committee, that there are dangers in a large amount 
of off-shore procurement, because of the disincentives involved. 

Mr. Herter. Obviously if you did it you would have to insist that 
the French Government do its share in any case, and not lay the whole 
baby in your lap. 

Another thing: Can you point out to us the passage in the MDAP 
where there is provision for the off-shore procurement? We under- 
stood it was in there, but we cannot find it in the document. 

Mr. Casor. I think there is no limitation as to where the purchase 
is made by the armed services under the Mutual Security Program. 
That is my understanding. 

Therefore, the armed services who do the procurement for the 
Mutual Security Program could buy in Europe as well as in the United 
States. 
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Mr. Herter. Does that apply to ordinary military appropriations 
everywhere; if there is nothing said about that, can you buy off-shore? 
Mr. Casor. I will refer that question to General Scott. 


STATEMENT OF MAJ. GEN. S. L. SCOTT, UNITED STATES ARMY, 
DIRECTOR, OFFICE OF MILITARY ASSISTANCE 


General Scorr. As I remember it, this subject of off-shore procure- 
ment was discussed last year before this committee. It was indicated 
at that time that some money may be used for that particular purpose. 
Legally, I believe it can be done. 

Mr. Herrer. I assumed it was legal. I was told definitely you had 
permission for off-shore establishment, but I could not find it. 

General Scorr. There is a procurement organization now operating 
in Europe under General Handy’s aes ston This organization has 
been buying in Europe for several years. 

Mr. Herter. That is in part for your own production here in the 
United States? 

General Scorr. I do not quite understand the question. 

Mr. Herter. In part, are you buying small items that piece in 
with your own production here? 

General Scorr. That is right. 

Mr. Herter. That does not mean that the end item goes to Europe 
and may be used over there? 

General Scorr. What they are buying in Europe now, they are 
using in Europe. 

Mr. Herter. What procurement? 

General Scorr. I am speaking of off-shore procurement. 

Mr. Herrer. It is the MDAP and not the regular military pro- 
curement? ; 

General Scorr. There are two types of procurement—according to 
a Seema for the services and procurement for 
MDAP. 

Mr. Herter. When you procure for the services, you procure from 
regular appropriations? 

General Scorr. That is correct. 

Mr. Herrer. It has always been explicit in those appropriations 
that you could do off-shore procurement? 

General Scorr. In the service regulations? 

Mr. Herrer. Yes. 

General Scorr. I think there are certain restrictions or limitations. 
Food, I believe, is involved in the law that permits such procurement. 

Mr. Herter. I could not find that. 

General Scorr. It is my understanding that there are certain legal 
limitations. But I believe that they are buying ordnance items, re- 
placement items, spare parts, fresh vegetables, probably cloth of 
various types in Europe. 

If you want details of that, I can give it to you. 

Mr. Herter. Is that for servicing of our own troops? 

General Scorr. I believe that is right. 

Mr. Herter. None comes back to the United States? 

General Scorr. That is my understanding. 

Mr. Herter. I merely raise that point because I think you have 
an in-balance there. In a type of country where you do not have 


85708—51——-19 








278 THE MUTUAL SECURITY PROGRAM 


the balance-of-payment problem, like France or England, that is one 
thing, but you have a different situation where you are not going to 
use the money again. 

Take Belgium, for instance. You are asking for a certain amount 
of money for Belgium. The balance of payments recently have been 
extremely good. There again the end-item orders in Belgium would 
be the most effective, it seems to me. 

Mr. Caror. All of our programs are based on a military budget, 
which we think is the highest which it is politically and economically 
feasible for the recipient countries. 

If the budget is not as high as we have predicted, then presumably 
the aid will not be as high as we are predicting. . 

Mr. Vorys. Will the gentleman yield? 

Mr. Herter. Yes; if I may be allowed one more question. 

Mr. Vorys. Go ahead. 

Mr. Herter. Go ahead, Mr. Vorys. 

Mr. Vorys. Right at that point, is there anything in the law or 
in the proposed draft of the law that would require what you say? 

You say they are to use 10 percent of their national income for 
military, and you say to country X, “If you will come up to the 10 
percent, we realize that will affect you by so many million dollars, but 
insofar as you come up we will aid you. But we are not going to give 
you the aid and have you fall short in doing your part.” 

The only provision that I can think of in the ECA law that expresses 
that thought is “continuity of assistance depends on continuity of 
cooperation.” 

Chairman Ricuarps. Will the gentleman yield there? I thought 
this law provided for a transfer of funds. There is no provision that 
the countries do those things. 

Mr. Cazor. I think I can explain that. There is nothing in the 
act which states the criteria which we shall use in determining the 
amount of economic aid. 

I do not think you could state it in law, nor could you predict in 
advance just what criteria are going to be given what weight. It is 
too complex. It is not only the criteria of the balance of payments, 
the amount of military aid, the amount of gross product that goes into 
the military budget, but there are criteria as to the number of divisions 
that are committed to NATO, there are criteria such as the amount of 
fighting that is being done in other areas of the world, such as Korea 
and indochina. There are other criteria that at the moment I cannot 
think of. 

Mr. Vorys. Of course, in both laws the President has the right to 
withhold or cut down on such aid for any failure of the other country, 
but he never does it. But, although we hear that both in NATO and 
in ECA we are disappointed, Eisenhower and Foster are disappointed, 
with the response of these countries in doing things that are so obvi- 
ously in their own interests as well as ours, in no case that I know of 
except for a short time with Holland has aid ever been suspended. 

Am I correct in that? 

Mr. Casor. No, Mr. Vorys. I am afraid I cannot agree with you 
on that. I think we could find a great many instances in which the 
aid has been curtailed or set at a level lower than had been anticipated 
by reason of our disappointments in performance or feeling that a 
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country was not assuming as large a burden as we had anticipated 
at the time when we made up illustrative programs of aid. 

Mr. Vorys. Belgium, for one. 

Mr. Casor. In fact, | might say in my office we are almost con- 
stantly concerned with memorandums concerning the level of effort 
of the various countries with which we are dealing, and the bilateral 
negotiations with those countries to stimulate them to greater effort. 

Chairman Ricuarps. Mr. Herter, you-had one more question, you 
said. 

Mr. Herrer. General Scott was speaking in terms of contracts for 
end-item replacement parts, and so on. Does the military sign those 
contracts? 

General Scorr. The military enters into such contracts. 

Mr. Herrer. The military does negotiate the contracts? 

General Scorr. That is correct. 

Mr. Herter. So that you have been doing it yourself for the 
services? 

General Scorr. We have been doing it both for the services and for 
MDAP. 

Chairman Ricuarps. May I interject there, General, are you 
talking about end items or end items and other things? 

General Scorr. Well, both. 

Chairman Ricuarps. Both? 

General Scorr. Yes. 

Mr. Vorys. Vegetables are end items, are they not? 

General Scorr. Vegetables are end items in that they are complete 
without further processing. 

Mr. Jupp. Spare parts and asparagus. 

Chairman RicHarps. A part is not an end item, is it? 

General Scorr. We do not consider it as such. 

Chairman Ricuarps. What vegetables are you talking about? 

Mr. Vorys. He talked about buying vegetables over there in 
Europe. 

Mr. Herter. May I ask a second question, sir? There is another 
question that is bothering me ‘a great deal in connection with the 
organizational structure we have been talking about. This is mostly 
overseas. The most disturbing problem I think any of us have to face 
now is the question of trying to get some order of production within 
the 12 countries that begins to be of a size that you think is adequate 
to do the job; and, secondiy, that dovetails into an over-all pattern 
so that each country is not duplicating what the others are doing, and 
so that each is doing what it is best qualified to do for the benefit of 
all the NATO countries. 

The production experts we have overseas are split right in two 
between the London organization and the regional office of the ECA 
that sits in Paris under Milton Katz with a number of production 
experts. You have an international organization that Herod is in 
charge of, and that Bill Batt is the American representative of. 
That entire production organization from every angle has no power 
of any kind whatever. It can do nothing but recommend. Organiza- 
tionally, it is split, and our experts are divided between two cities. 

When you get all through with it, the only lever that there is in 
getting anything done is ECA funds. Is that not correct? 
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Mr. Cazror. Yes; substantially correct. I do not consider that 
military end items are really a lever. Is that the word you used? 

Mr. Herter. Yes. If you just deal with military end items and 
you hold back on them, then you are cutting off your nose to spite 
your face. The problem is to get military end items in the hands of as 
many people as possible in as short a period of time as possible, so 
when you withhold on those in order to punish somebody it hurts 


.both sides. The rest of the world must think that this is very funny 


with these disputes going on and nothing being done to accelerate the 
whole program. 

However, on this organizational thing it would seem to me it is 
awfully bad organization to have Bill Batt trying to build up an 
American corps of production people in London, with Milton Katz 
having a corps of production people in Paris, and essentially operating 
under two separate organizations. You have to take Bill Batt’s 
ECA hat off the production man in London and put him under 
SUSREP, an entirely different entity. 

Is there not any way of putting our effort in the international pro- 
duction field on a better footing with a little better grant of authority, 
in order to get things done? 

Mr. Canor. May I consider your questions in various parts? 

At first you referred to the production level in Europe. I think 
we can point to a good deal of progress. In production for use within 
the country where it is produced we have made a great deal of prog- 
ress. Perhaps not satisfactory progress, but we have about doubled 
the production within the past year. I am not now as well satisfied 
with the production in one European country for use in another coun- 
try of military end items. That is a much more difficult problem and 
one to which we have given a great deal of thought. 

As to the organizational problem, Batt is the United States repre- 
sentative on the Defense Production Board, which is a 12-man board, 
and in which the 12 NATO countries are represented. Under that 
board there is an international staff headed by Mr. W. R. Herod, and 
it is he who is building up a team of production experts. 

Mr. Herter. But the international staff, as you know, consists 
very large'y of Mr. Herod and a few people borrowed from Mr. Batt, 
and that is the entire international staff at the moment. 

Mr. Casor. He is setting up an international staff. It is not very 
large as yet, but he has not been there very long. 

Mr. Herrer. Yes. 

Mr. Capor. I can agree with Mr. Herter that the difficulties of 
doing this production job multilaterally are very great indeed, and we 
have met with a certain amount of frustration in trying to do this job 
multilaterally by reason of the fact that the DPB and the Coordinator 
of the DPB, Mr. Herod, are merely advisory. They have no money 
with which to carry on their plans. They must carry them out through 
the 12 governments. 

Ambassador Katz in Paris has economic aid, or he can at least get 
economic aid, being one of the most important members of the EC A, 
and can, therefore, do more to stimulate production than can be done 
multilaterally at the present time. 

However, I feel that there is very good coordination between Mr. 
Batt and Mr. Katz through the Economic Coordinating Committee. 
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It has been suggested that there should be a command relationship 
rather than a-mere coordinating relationship in Europe, just as vou 
gentlemen have suggested that there should be a command relation- 
ship in Washington between the various parts of this team. 

I personally feel that you run into just about as many difficulties in 
a command relationship as you do in a coordinating relationship, but 
1 do not say it cannot work in a command relationship. I only say 
we are getting along fairly well in most areas in the present coordinat- 
ing relationship, and particularly here in Washington. 

Mr. Herren. I think the impression of most of us who went over 
was that the quality of the individual dealing with these problems 
was extraordinarily high, but the organizational set-up, particularly 
the split between London and Paris, was very unfortunate. 

Again, this command relationship we are speaking about, and 
having the use of the effective weapons, which in many cases has 
developed as something to stimulate things with, has not been co- 
ordinated satisfactorily in developing these multilateral relationships. 

Mr. Capor. May I speak of the locality problem for a moment? 
The reason Ambassador Katz is in Paris was that historically Paris 
was the point at which we carried out the European end of the 
Marshall plan. There was set up in Paris the OLEC—the Organiza- 
tion for European Economic Cooperation—which has been extra- 
ordinarily effective in integrating the economies of these European 
countries. 

We felt that to move Ambassador Katz—the OSR, as it is called— 
from Paris to London, would seriously interfere with his relationships 
with the OEEC, and that is why Katz has stayed in Paris. The other 
is in London because the DPB was set up there, that being the head- 
quarters of NATO. 

There are many advantages to DPB and Mr. Batt staying in Lon- 
don, both because it makes it easier for him to work with the head of 
the team, Ambassador Spofford, and because the head of the military 
regional group, General Kibler, is located in London. 

Mr. Herrer. For what it is worth, I think we had a feeling very 
strongly that if both Spofford and the production team came to Paris 
it would make a much better integrated set-up. After all, the JAMAG 
in London is operating largely as a clearing house of information on 
military end items, and I do not think that was necessarily as import- 
ant in Paris. 

Certainly from the point of view of shipping they could well remain 
in London, because that is the obvious place for shipping information. 
I think if you could bring together all the members of this team at one 
spot, even though they have been coordinating extremely well with 
ach other, in my mind it is not a good organizational set-up at all, 
and you can make very real improvements in it. 

I realize all the difficulties you have had in having them separate 
and some of the objections to bringing the whole NATO group to 
Paris, but I still think they ought to be all together and all in one place, 
if just from the viewpoint of not having people traveling back and forth 
day after day after day in trying to maintain a coordinated operation. 

Chairman Ricuarps. Do you want to say anything about that? 

Mr. Canor. I think Mr. Herter made a very careful study of this 
problem, and he certainly sees the aspect of the problem. There is 
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not any easy solution, however, You cannot move everything to 
London, or everything to Paris. So long as you are going to have 
the split there is no easy place at which you can split the different 
parts of the team. We think we picked the best place to split it. 

Mr. Herver. I felt particularly strongly about the production 
thing which is the thing that really needs more of a spark plug than 
any ‘other part of the operation, and the thing that really needs some 
gimp in it. If you bring that all together I think it would be ve ry 
important, 

Chairman Ricnarps. Did either one of you gentlemen, Mr. Hays 
or Mr. Holifield, have any questions right now? 

Mr. Hourrietp. No. The only reason we are leaving is because 
they are voting on that amendment aow. I wonder ‘if we could 
have a temporary recess on that and then come back. 

Chairman Ricuarps. We can do that. When was it set for? 
Was it 3:30? 

Mr. Houirievp. Yes. 

Chairman Ricuarps. We can recess for 15 minutes. 

Mr. Vorys. Are there any further questions? 1 wonder if we 
should hold Mr. Cabot longer. 

Chairman Ricuarps. Is there any necessity to hold Mr. Cabot 
here any longer this afternoon? If anyone has a particular question 
he or she wishes to ask they could do that now and we could complete 
it at this time and not come back. 

Mr. Jupp. I have one short question, Mr. Chairman. 

Chairman Ricuarps. All right, sir. 

Mr. Jupp. Would it not be possible for Mr. Batt to have his two 
activities in London in one office if he is going to be kept in London? 
I realize he has two hats. Why cannot one staff do both jobs instead 
of two separate empires? 

Mr. Casor. He has only one staff, I believe, Mr. Judd. His staff 
in the ECA is a fairly important staff. In the DPB he is the Ameri- 
can representative on an international board. He has it all from one 
office. 

Mr. Herrer. He has 37 men in his office in his position as produc- 
tion representative. 

Mr. Jupp. That is what I thought. I understood he had two 
separate offices and staffs. : 

Mr. Herter. They are in entirely separate buildings and there are 
very considerable staffs for each. 

Mr. Jupp. Every Congressman has two or three jobs. We have to 
attend to legislation, we have to attend to constituents and we have 
to attend to dealing with agencies, and we do not have three offices for 
them. 

Chairman Ricuarps. Let me say this, Mr. Cabot. Mr. Herter, 
Mr. Battle, and a couple of other members went over on this special 
study. They stayed in Paris and in London a week making an 
exhaustive study of these points. In this report we brought back 
some of the recommendations on how to do away with certain over- 
lapping and, you might say, dual agencies. That is the reason why 
I imagine he is raising that point. 

Mr. Roosrevett. Why replace Mr. Katz? Why not put Batt in 
there and join them? 
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Mr. Jupp. Why put a new man in Mr. Katz’ office? Why not 
move Batt up to that office and combine it and let him handle the 
whole thing. 

Mr. Caxsor. I would prefer that question be answered by ECA as 
I have no administrative control over the appointment of successors 
to Mr. Katz. 

Mr. Jupp. We are not talking about individuals. We are asking: 
Why not eliminate one job there? There are two jobs, or at least two 
aspects of the same job, and one is more inclusive than the other. 

Mr. Herter. But Mr. Batt is directly under you when he wears 
the hat of a production expert. 

Mr. Casor. No, sir. 

Mr. Herter. In the NATO organization he is your particular baby. 

Mr. Roosevevr. He is under Spofford who, in turn, is under the 
Secretary of State. 

Mr. Vorys. I think you need another coordinator to coordinate 
Mr. Katz’ two functions. That is what we need. 

Mr. Roosevetr. I think we need an ISAC or coordinating com- 
mittee for the committees of Congress too. 

Mr. Jupp. The point is this: Any opponent of this whole program 
can go down and by merely showing all these charts on the floor of 
Congress can lose 50 votes for the bill. I think I could do it with the 
general public. People would look at that set-up and say, “That 
is What 1 am paying for? Maybe it makes sense but I can’t see it.’’ 
Even though the functions remain, you can simplify it——— 

Mr. Roosevett. But you are not a demagogue. You would not 
do a thing like that. 

Mr. Jupp. No, I would not but somebody could and I am afraid 
somebody might. 

Mr. Casor. Might I correct a misapprehension as to Mr. Batt’s 
position which seems to be prevalent here? Mr. Batt is not under 
Ambassador Spofford except to the extent that Ambassador Spofford 
is the leader of the regional team. Mr. Batt took his appointment 
as head of the Defense Production Board from the Department of 
Defense. 

Mr. Herrer. From the Munitions Board. 

Mr. Casnor. And his backstop is the Munitions Board. Mr. Katz 
is from ECA so that the relationship between those two gentlemen 
is one that heads up in the President of the United States. 

Chairman Ricuarps. Dr. Eaton would like to ask a question. 

Mr. Eaton. Like all the committee we are greatly impressed with 
your grasp of the problem. You use the phrase, “foreign policy 
objectives.’ Could you give us in a word or two what those objectives 
are? 

Mr. Casor. Yes, sir. I can in a word or two. The security of 
the United States. 

Mr. Eaton. That is the whole show? 

Mr. Canor. I think that is the only real foreign policy objective 
we have. 

Mr. Eaton. That is our activating motive? 

Mr. Capor. Yes, sir. 
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Chairman Ricwarps. Thank you very much, Mr. Cabot. You 
have been a mighty informative witness and we appreciate your 
coming up here. If we should need you at a later time we will try 
to give you notice. 

he committee stands adjourned until 10 o’clock tomorrow morning. 

(Whereupon, at 3:35 p. m., the committee adjourned until 10 a. m. 

the following day, Friday, July 13, 1951.) 
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FRIDAY, JULY 13, 1951 


House oF REPRESENTATIVES, 
ComMITTEE ON ForeIGN AFFAIRS, 
Washinaton, D. C. 

The committee met in the House Foreign Affairs Committee room, 
the Capitol, at 2:30 p. m., the Hon. James P. Richards (chairman) 
presiding. . 

Chairman Ricuarps. The committee will come to order, please. 

We will now have as our witness General of the Army Omar N. 
Bradley. We are very glad, General, to have you with us this after- 
noon. Will you proceed, sir. 

General Braptey. Mr. Chairman, if it is all right with you, I will 
read this statement and get it into the record. 

Chairman Ricuarps. Yes, sir. 


STATEMENT OF GENERAL OMAR N. BRADLEY, CHAIRMAN, JOINT 
CHIEFS OF STAFF 


General BrapLey. Mr. Chairman and members of the committee, 
you have heard testimony on the world situation; the economic, tech- 
nical, and military needs of the free world; and the United States 
relationships to them. I would like to add a brief statement on what 
the Mutual Security Program means to this country from the military 
viewpoint. 

Two years ago the Department of Defense urged this country to 
join the North Atlantic Treaty, and to establish a corollary program 
of military aid in order to give real military muscles to our defense 
plans. 

Fundamentally, we joined the pact as a deterrent to war, and as a 
protection to the free world if war were thrust upon us. 

As military men we looked at the treaty and the military aid pro- 
gram from the viewpoint of its military necessity, and its contribution 
to our own security. 

We needed allies, and at the same time we wanted to deny those free 
nations to any aggressor who would try to include them among his 
satellites. Through the treaty, we combined the military efforts 
of more than 300 million people in a collective security pact. 

We also counted on the industrial potential of our 11 friends which, 
when added to ours, was a critical factor in our hopes for the future 
security of the Western World. 

We stressed the point that the frontiers of our collective defense 
were in the heart of Europe, and that, consequently, the geographical 


position of these allies contributed to our security. 
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We still hope to deter aggression, and these same factors are valid 
today. 

We still must have friends. Our security demands that the Soviet- 
satellite combination be prevented from picking off any more nations. 
The free world still needs the industrial potential—the resources and 
skilled labor—of all of our combined nations. The United States 
defensive frontiers to the east remain in the heart of Europe. 

In planning the military aid program with the other member na- 
tions of the treaty, we have considered their most important require- 
ments along with the weapons and matériel requirements of our own 
forces. Both the treaty and the aid program are integrated, collective 
security efforts. 

You are now considering further expenditures to continue the 
economic and military aid for friendly, needy nations throughout the 
world. It is again time for a critical examination of the program so 
that it will do the United States and the free world the most good. 

When we gage the progress being made, we have to examine the 
treaty and the Mutual Defense Assistance Program together in order 
to get a true picture. Looking over the accomplishments of the first 
2 years, I am encouraged to recommend that we continue, and possibly 
enlarge our participation. 

The tension in this world has not decreased, and the North Atlantic 
Treaty Organization is even more important today than it was 2 years 
ago. As far as the North Atlantic area is concerned, there is no 
direction to go but forward. 

In this day and age, collective security requires a collective effort 
on many fronts. It requires economic cooperation, industrial coop- 
eration, international political trust and confidence, as well as collec- 
tive military planning. We have made strong beginnings in all of 
these fields. 

Except under the pressure of war, or under a dictatorship, no group 
of nations has ever before collectively planned their defense, integrated 
their weapons programs, and allotted forces to an international com- 
mander. This feat stands as a marvel of accomplishment. 

Without American leadership this would not have been possible. 
It is also to our credit that this 12-nation defense system has evolved 
without duress or pressure from the leader nation. 

Now, the North Atlantic Treaty Organization must develop, equip, 
and effectively train, the forces that our collective defense plans 
require. 

The creation of effective forces is the major military problem facing 
us today. Some of your committee members have just returned from 
a trip to Europe. Undoubtedly they have talked over some of the 
specific problems involved, and have undoubtedly seen the gains we 
have made, as well as the gaps that still exist. In my recent talks 
with General Eisenhower and his staff, the French Chiefs of Staff 
and the British Chiefs of Staff, we discussed these problems. 

On the military front, it is apparent that the North Atlantic Treaty 
forces can only be equipped quickly by further assistance from the 
United States industrial capacity. 

The items represented in title I of this bill total more than $5 
billion required for this task. Title II, totaling approximately $415 
million, is for Greece and Turkey whom we have elready aided for 4 
years, and whom we hope some day can be included in the North 
Atlantic Treaty Organization. 
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Title II also includes essential military aid for Iran. The program 
for Iran has been a part of our assistance to the Near East and Africa 
since the military aid funds were first appropriated. 

We are also asking for authority to grant aid to the other free 
countries of the Near East and Africa if it becomes necessary to our 
security to do so. 

There is a gap between the forces we have now and the forces General 
Eisenhower needs for an adequate defense of Western Europe. First 
priority must be given by all nations to the task of making the forces 
we have now really effective and ready for combat. In the case of 
European nations, this task could not be accomplished quickly enough 
without a sound military aid program from the United States. 

In addition to making truly effective the forces we have now, the 
rest of the forces we shall need have to be mobilized, equipped and 
trained. There is no hope of accomplishing the remainder of the job 
in the next few vears without continued military aid from us. 

As you already know, the military aid part of this Mutual Security 
Program takes two forms: direct provision of end items of military 
equipment, and also assistance in the form of machine tools, produc- 
tion tools, and other essential items to help them rebuild their arma- 
ment industries. 

I would like to expand on the last sentence a little bit to make sure 
it is understood. In other words, the aid which supports European 
military efforts is not only in the form of end items produced in the 
United States, but also in the form of economic aid provided for in 
the ECA part of this bill. 

In other words, the ECA part is to establish some war industries 
as well as helping along other lines to assist the European governments 
to build roads, ports and airfields, while feeding and housing their 
forces. That is the reason for that sentence, if it needs any further 
explanation. 

As we consider the collective security effort we are making with our 
allies, there are two questions uppermost in American minds. Will 
there be time for us to make the defense of Western Europe effective? 
And are the other members of the pact contributing a fair share? 

To answer the first question of time, I must honestly state that no 
one knows. 

Two ideas come to mind, however, when I hear this question asked. 
First, we set out upon this program to improve the defenses of the 
North Atlantic area as a hope that it would act as a deterrent to war. 

Despite the Communist propaganda at the time of the signing that 
the Organization of the North Atlantic Treaty would be considered 
an aggressive act, so far the Soviet-satellite combination has not 
moved in Western Europe. 

As long as we have time to do so, we must continue to apply every 
effort to making the collective defense a continuing and stronger 
deterrent to aggression. 

The second thought this question brings to mind is this: If we 
continue to make an effort to strengthen the North Atlantic Treaty 
Organization and prepare our collective defense, we will be better 
prepared if war is thrust upon us. 

The other alternative—not continuing to give every aid we can to 
tbe collective-security effort—can only lead to a defenseless and 
supine military position. 
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The second question: Are the other members of the pact contribut- 
ing a fair share?—is an equally difficult one. 

From my conversations in Europe, I am convinced that the mili- 
tary men of these nations are working steadfastly to contribute every- 
thing that they can. The great increase in their military budgets 
this year over last year would also indicate to me that they have 
every intention of continuing to improve the state of their own 
defenses, and continuing to make a maximum contribution to the 
collective defense security effort. 

As many of you heard during your recent visit to Europe, France 
is perhaps the key nation in the North Atlantic Treaty Organization. 
My discussions with the French Defense Minister, the French Chiefs 
of Staff gave me every indication that France has increased her defense 
effort and expects to increase it still more. 

In the defense of Europe, France is a key nation. Her needs and 
her problems are typical. For France, and for the other nations, our 
military aid program should soon enable our European friends to 
manufacture their own spare parts and maintenance items. 

To defend Europe tomorrow, they all need end items of ready 
equipment. But to defend Europe 5 years—and I use 5 years not 
as an exact figure, but figuratively—from now, and to give them the 
security of their own making, they need armaments industries. 

This long-range investment which is an integral part of this program, 
will ultimately decrease their dependence on the United States. 

It is obvious that the bulk of the weapons for the defense of Europe 
currently must be provided by the United States; but this can only 
be accepted as a temporary condition. 

In due time the security forces of European nations will have to be 
maintained by the Europeans. If we help them plan their rearmament 
wisely, the future requirements for spare parts and maintenance of 
these forces should largely be met by the European nations them- 
selves. 

Just as much as we would dislike having them permanently depend- 
ent on our production, they would dislike the long-range possibility of 
continually leaning on us. 

So for this year, we must do both: Give them the end items, and 
encourage the development of their own armament industries toward 
a self-sustaining basis. 

Because ECA has done such a marvelous job, both as to morale 
and the improved economy of the recipient nations, there might be 
some tendency to slack off now, especially when we are faced with the 
larger military aid program. 

I believe it is wise to point out that many of these economic pro- 
grams contribute materially to the potential industrial development 
that will enable these nations to assume more of the rearmament 
load for the longer-range weapons production program. 

There is one more encouraging sign in the progress being made by 
our allies. Many of these nations that started with little or no 
foundation have made signal improvements in their own armed 
forces—organizationwise and trainingwise. 

Officer and noncommissioned officer schools and training have been 
organized and improved throughout NATO. New technical develop- 
ments have been adopted wherever possible. And national military 
budgets have been increased. All these indicate to me that they are 
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in this thing to stay, and with every intention of contributing as 
much as possible to the collective defense. 

One of my main purposes in making the recent trip to Europe was 
to make my own estimate of the progress being made in Europe 
under General Eisenhower. 

As you know, when the appointment of a Supreme Commander 
was considered, we were doubtful about appointing an American 
commander for forces that did not exist and could not exist for many 
months. 

On the other hand, it was hoped that General Eisenhower's presence 
in Europe, and the creation of his command, would be a ‘“‘shot in the 
arm’ to European morale and European defense efforts. In my 
opinion, it has worked out this way. 

I have been most favorably impressed by the splendid job of 
organization and planning done by General Eisenhower and the 
members of his SHAPE staff representing the North Atlantic Treaty 
Organization nations. 

His presence there, and the strong leadership he has exerted, has 
brought renewed confidence and renewed vigor to our allies in Europe. 
He deserves every support that we can give him in his difficult task 
of closing the gap between the forces at hand and the forces we need. 

Our effort alone cannot accomplish this, but in combination with 
the other nations, we should be able to provide a strong and adequate 
defense of Europe. 

I have given most of my attention in this statement to title I— 
the European section—of this program. However, when we study 
carefully the information our intelligence provides concerning the 
Soviet satellite disposition of forces, we immediately recognize that 
the other areas in this program—the Near East and northern Africa, 
Asia and Latin America— are also vital to the improved security of 
the United States, as well as the continuing chance for peace in the 
world. 

The Near East and northern Africa are contiguous to the North 
Atlantic Treaty area. Our responsibilities of leadership in Asia and 
Latin America have never been so great before. 

Most of them hold membership in the United Nations, and all of 
these nations represent groups of free men and women who want 
peace and security, and a chance to improve their ways of life. 

This combined program of foreign aid—military, economic, and 
technical—is a program entirely worthy of a great and generous nation. 
If it pays off in peaceful years, it will be the greatest investment that 
any nation has ever made. , ; 

Chairman Ricuarps. Thank you, General. I think that was a 
strong statement of your case. 

We will proceed under the 5-minute rule. I have one or two ques- 
tions I would like to ask. 

Our own defense budget outlay this year is more than $60 billion. 
In this bill there is more than $6 billion. Would you care to state 
to the committee your opinion as to the relative importance of these 
two items in the defense set-up for security? 

General BrapLey. Mr. Chairman, I think they are so integrated 
that each one is essential. It is hard to say you can do one and not the 
other one and still expect to accomplish our purpose. 
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In other words, the purpose of both of these bills, that is, the defense 
budget for the Armed Forces and the help to Europe, are all designed 
to increase our collective security forces to a point where they will 
act as a deterrent to war. 

It is very hard to say that one is more important than the other one. 

You might say that if war should happen before this thing becomes 
effective, then maybe what we spend here at home will be of more 
ultimate use than what we spend abroad. 

But a third world war, with all of its destructiveness, is so great, 
and the final results would be so catastrophic, that it seems to us that 
you ought to lump the two and think of all of them as a deterrent which 
would avoid such a world war. 

Chairman Ricuarps. Would you say, taking into consideration 
the entire world picture, politically and otherwise, that it seems to us 
that one is as important as the other? 

General Brapuey. Yes, I think they are, sir. 

Chairman Ricwarps. General, practically-all of this military pro- 
duction, except some items for maintenance and other things, will 
come out of American industry. That being the case, do you think 
it would be wiser to do it as it is suggested in this bill, or would it 
be wiser to allocate a certain percentage of our production in the 
United States for the military program in Europe, and turn that 
over to General Eisenhower to allocate to the individual NATO 
members, and thus possibly get better cooperation by doing that? 

What is your idea on that? 

General Brapiey. In my opinion it is much preferable to do it 
this way: This is a very carefully worked out program, based upon 
recommendations of the people who do the planning in Europe, then 
screened by the Joint Chiefs of Staff here, with a special staff set up 
to study it for them. 

And it is also entwined so much in our Government policy that 
I do not see how you can delegate that to somebody abroad. 

Another big point is that General Eisenhower is really an inter- 
national commander. He is not a United States commander. 

To turn over to an international commander a thing which is 
primarily a United States business, I think is setting a dangerous 
precedent. Furthermore, he does not have the staff to do it. Of 
course, you could build that staff up. 

Suppose General Eisenhower’s successor is a Frenchman or an 
Englishman. I do not think you would want to do this. I think 
you must think of General Eisenhower as almost wholly an inter- 
national commander. And I do not think this is something that you 
want to turn over to an international commander. 

It is so wrapped up in our governmental policy that I think you 
should keep it here in Washington. 

Chairman Ricuarps. Mr. Vorys. 

Mr. Vorys. General Bradley, as to General Eisenhower’s status, 
is he like MacArthur, serving under our Commander in Chief, or is 
he actually selected by the 12 nations and, therefore, he himself is an 
international commander? 

General Brap.iey. He was specifically asked for by all 12 nations 
of the North Atlantic Treaty Organization. And he receives his 
orders not from the President but from the standing group of the 
North Atlantic Treaty Organization. So, to that extent, to answer 
your question, he is not in the same status as General MacArthur. 
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Mr. Vorys. He was not appointed by our Commander in Chief and 
would not be subject to removal from his present office by our Com- 
mander in Chief? 

General Brapuey. I would not go that far, because after all he is an 
American officer. 

Mr. Vorys. He could be retired? 

General Brapuey. They could recall him if they wanted to, if there 
was reason for it. 

In the case of General MacArthur, he was acting as the United 
Nations commander, under a situation where the United States 
Government had been designated the executive agent for the oper- 
ations by the United Nations. That has not occurred in this case. 
In other words, the United States has not been appointed executive 
agent for NATO as far as the Supreme Commander of Europe is 
concerned. 

Mr. Vorys. That is what 1 understood, that there was a distinction. 

On page 9 of your statement you said: 

We must do both: Give them the end items, and encourage the development of 
their own armament industries toward a self-sustaining basis. 

There is a third thing that we must apparently do that we did not 
know we were going to have to do when this was presented 2 years ago, 
that is, furnish our own ground forces. You have gone over that in 
great length before another body recently. I wish you would tell us 
why it is that we now find it necessary not only to furnish end items, 
not only help to develop their own, not only as we were informed when 
the plans started in 1949 to furnish a strategic air force and navy, 
but furnish ground forces. 

General Brapiey. Well, when this question of additional troops 
to Europe came up—and I assume you are talking about additional 
ones because we have always been committed by occupation forces— 
two questions arose in my mind. In the first place should we, as you 
say, send troops to Europe? Could they furnish the ground troops 
and let us help by our mobile forces, air and naval forces? 

Mr. Vorys. Plus these gigantic supplies of end items and this 
enormous economic aid. 

General Brapvey. That is right. I think we would all wish we 
did not have to furnish it, but I think you have two or three stages 
to consider. If by sending a certain number of divisions to Europe 
you made this security force such that it would deter aggression, I 
think we would all be willing to send whatever that force was, if it 
was anything within reason. 

I think that is one thing we are faced with here that for some time 
to come we are going to have to furnish a certain number of ground 
forces in order to make that force a deterrent. Then the question 
came up and we argued this at great length—and I certainly did 
with myself—should we send them before this X number of divisions 
would make it effective. There are a lot of arguments for not sending 
them until such time as the six divisions, or whatever it is, would make 
that force effective. 

On the other hand, it is just like sending General Eisenhower over, 
as I stated. It acts as an incentive to these people to exert greater 
efforts. It shows them we are in this thing really to make it effec- 
tive, and we are willing to give our own forces to make it effective. 
We are willing to lend them a commander to make it effective. 
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So what the answer to your question will be 5 or 10 years from now | 
do not know. I would hope the answer will be, “Yes”, they are now 
strong enough so that they can hold it until we send them over there 
after it starts, and we do not have to keep them over there on th 
ground. 

That condition does not exist at the present time, and I do not think 
anybody can say just how soon it will. I think we hope that condition 
would exist at some time in the future. 

Chairman Ricuarps. Your time has expired, Mr. Vorys. 

Mr. Ribicoff. ' 

Mr. Risrcorr. No questions at this time. 

Chairman Ricnarps. Mrs. Bolton. 

Mrs. Boiron. General, you have a most interesting statement, from 
which I would deduce that your sense of this whole thing is that we are 
entered upon a period when the free nations must build themselves 
strength sufficient to withstand the onslaughts of those in opposition 
to freedom, regardless of the cost to all of us together? 

# — Brap.ey. Yes, I do, because the alternative looks rather 
ack. 

Mrs. Bouton. It certainly is. No matter what the outcome is in 
Korea there must be no letting down of our efforts to strengthen 
ourselves. 

General Braptey. Well, to me Korea indicated that the Russians 
were now ready and felt themselves in a position to start more ag- 
gressive acts—I might say begin aggressive acts of a bigger size, if 
you want to put it that way, than they had before, with the attendant 
risk that it might start a world war. 

Just because we stopped them in Korea and kept them from ac- 
complishing their purpose, I do not believe we can take that as an 
indication that they are not going to continue their policy. They 
have had this policy for years and years. It was taken over from tlic 
ezarist government by the present Communist government. It is thie 
nature of the people and the nation, and I do not think just because 
we have stopped them once that they are going to change their whole 
world-wide policy. 

Mrs. Botron. As you understand that, it means that their goal is 
complete domination of the world? 

General Brapiey. That is their intention and, in fact, I believe 
they have announced that. They have announced that communism 
and our form of free enterprise and government just cannot live in 
the world together. As long as they have that, I think we must expect 
that they are going to continue to try to accomplish their end in some 
way. If they cannot do it in Korea they will try it somewhere else, 
and I do not think this is any indication at all that they have changed 
their minds. 

Mrs. Botron. Thank you. 

On page 11 you speak of northern Africa—the Near East and 
northern Africa. Are there not other potential strengths and weak- 
nesses in Other areas of Africa? It is not just the northern part o! 
Africa that is important to the free world, is it? 

General Bravery. No. It is the part of Africa which is most in- 
mediately under the guns and probably concerned. Of course, south 
Africa is pretty much in a position to take care of itself. It is, I am 
sure, one of those countries that we could expect to join us, although 
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they are not in any treaty organization with us. I believe we all feel 
south Africa would come in, in any war England comes in. 

Mrs. Boutron. Sometime when I have you alone I would like to 
discuss a little bit the intelligence aspects of the situation. 

Chairman Ricwarps. Is that all right with you, General? 

General BRADLEY. Yes, sir. 

Mrs. Bouton. But I would just like to refer for a moment to title IT, 
which takes in the Near East and Africa—north Africa. It is very 
general and very short. I wondered if you had in your own mind plans 
that were more detailed in the way of granting aid to the free countries 
there. 

General BrapLey. We do, and General Bolte, I believe—no, it is 
another officer, and I have forgotten which one it is now who is going 
to testify specifically on that and who has gone into all these details. 
I went into all of these breakdowns last fall, when the Joint Chiefs 
approved this program, but in trying to read back into it I have not 
gone into that much detail. 

Mrs. Boron. But you will cover that? 

General Brap.Ley. We will have an officer up here who will testify 
in detail on all of the things involved in the Middle East and north 
Africa. 

Mrs. Boiron. Thank you very much, General. 

Chairman Ricuarps. Mr. Battle. 

Mr. Barrie. No questions at this time, Mr. Chairman. 

Chairman Ricuarps. Mr. Smith. 

Mr. Smirx. General, on page 10 of your statement you say it was 
hoped that General Eisenhower’s presence in Europe and the creation 
of his command would be a “shot in the arm’”’ to European morale, 
and European defense efforts. Why do you think it was necessary 
that Europe get a shot in the arm? 

General BrapLey. Well, sir, in my opinion, as I indicated in an- 
other way maybe here, France is more or less the key to this thing, 
and the key to French security forces, in my opinion, is spirit. I 
think most of us would say—I do not know whether we are right or 
not—that the French spirit to resist has not been as high in the last 
few years after having been overrun partly in 1918, and then over- 
run again in this last war, and they possibly need more of a stimulant 
or a shot in the arm, or encouragement, or whatever you want to call 
it, than maybe we would, or some of the people who had not been 
occupied. 

That is what I mean by a “shot in the arm.’’ I have no doubt 
that France’s desire to resist and build up these security forces would 
greatly increase—and that would come back to the point where they 
ave great national pride in their security forces—if left alone; but 
we would like to speed that up. I think the presence of General 
Eisenhower, with his reputation and his prestige—and they know what 
he stands for—I believe his presence in France will speed up the 
building up of the security forces and their interest in national security. 

Mr. Samir. I think if any man could do it, he could. It was my 
privilege to be over there with our group a few weeks ago, and some- 
how or other I came away with the feeling that General “Ike,”’ as we 
call him, was acting as a sort of cheer leader for Western Europe. 

Now, I would like to suggest why I think they lack this spirit you 
are talking about, which is absolutely essential if we are going to have 
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a real defense in Western Europe. In 1948 the standard of living of 
the French people, that is, the working people, was $518 per year. 
After we have poured in the Marshall plan billions we find it is today 
$525 per year. So long as we have that kind of a standard of living, 
can we expect to arouse a people to a fighting pitch? It seems to me 
that the whole military effort rests on the spirit of the people, and as 
of this date I do not believe it is there because of this low economic 
state that the great bulk of those people are in. 

General Brap.iey. To me that is one of the questions that arises 
when you start studying French defense. I do not know of any 
subject that is more complicated than just that, and that is one of the 
big elements in it. I went over and got a lot of figures, and I have a 
lot of figures at home, and I find it very hard to analyze. There are 
a lot more elements that enter into it, if I might mention some of them. 

They have, with the aid we have given them, been able to come 
back industrially, and they are now producing about 135 percent of 
what they were able to produce before the war. Well, you immedi- 
ately ask the question, if they come back that much why can they not 
convert more of it to building these spare parts and their own matérie] 
and equipment, and so on. Then you begin to look around for that. 

I think there are several elements that enter into it. One of them 
you have mentioned—the low standard of living. Involved in that 
is the wide difference between the cost of things and their wages. 
Some people I talked to brought up this question: If you make them, 
by insisting in some way, by holding conditions over them, convert 
more of this industrial capacity to war equipment now, and thereby 
possibly reduce the supplies of civilian goods, may you not still further 
aggravate the problem by raising the price of the commodities they 
have to buy out of that $525? 

I do not believe all of that high price is due to the scarcity of ma- 
terials and the fact that they have not caught up. There are other 
elements that enter into it. 

Far be it from me to get into the political side of this, but I think 
it is a question as to whether or not something should not be done 
maybe to lower the profit element percentage. I do not know enough 
about it to know how much that affects it, but I suspect a lot of people 
are getting richer; whereas, if they could level the thing off a little 
more, you would remove part of that. 

Another thing that enters into it, of course, is the finance. How 
much can the Government finance without undoing some of the good? 

Another thing is the question of raw materials, which we are all 
competing for, including yourselves. 

However, we get down to the question of, well, if you push them 
too fast, or if they push themselves too fast and cause this $525 a year 
man to have to pay more for his fuel and food, and so forth, may you 
not force him into communism? Then, instead of having 26 percent 
Communists, or whatever it is, you may raise it to the point where you 
lose the battle internally. 

So it is a very complex problem, and frankly I do not know what the 
answer is. I think that is one of the reasons why we are going to 
have to depend very largely on people on the ground, like General 
Eisenhower and his staff, and the ECA people, and Mr. Herod and 
his staff, all working together to try to find out just what is the answer 
to this problem. 
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I do not know, certainly, in a short period, with what time I have 
had to put in on it. 

Mr. Smiru. Of course, I think this: Until we begin to devote some 
time and study to that problem, much of the money we spend for the 
military will be going down the drain, because we are not going to solve 
the basic problem involved. I think this is one of the answers to 
communism, or at least one part of it. 

General Brapuey. I do not think it is going down the drain neces- 
sarily. The things that are in this bill are end items for units which 
are actually being formed, and they will not be turned over to them 
until they are formed and ready to receive them and the economic aid, 
all of which goes to making war materials. Certainly that must be 
coordinated by Mr. Herod and the rest of them that are over there. 
I do not think this is going down the drain, but I think it is going to be 
less effective unless pretty soon they corivert more of their effort to it. 

Mr. Smiru. But these people are the ones who are going to use this 
end-item material, and until we get the right spirit in them it is ques- 
tionable. 

General Brapuey. Could I add a little answer to that, Mr. Chair- 
man? 

Chairman Ricuarps. Yes, sir. You are talking about the will to 
fight, are you not? 

°Mr. SMITH. Yes, sir. I am indeed. 

General BRApLEY. It is one of these circular things again as to 
which comes first, the hen or the egg, because in my opinion this 
equipment, or getting these units well-equipped and well-trained, and 
having them well-supplied, and getting the war industries started, 
raises the spirit, because when these men go home on furlough and 
start bragging about what a grand outfit they have with these new 
trucks ant tanks, whether the French built them or whether we have 
built them, that raises the spirit of their immediate neighbors, and 
that is part of the job. In lifting the spirit of France it goes all 
together, in my sail 

Mr. Smirxn. Thank you. 

Chairman Ricuarps. Mr. Burleson. 

Mr. Burueson. I only want to inquire, Mr. Chairman, if it is 
anticipated that we will all have an opportunity to be alone with 
Mrs. Bolton and General Bradley before these hearings are concluded? 

Mrs. Bouron. I am sure we would be delighted to have you. 

Chairman Ricuarps. I am sorry to inform you, under the rules of 
the committee there will not be an opportunity for anybody to be 
with him. 

Mr. Burteson. Will General Bradley be back with us in an excu- 
tive session? 

Chairman RicHarps. No. Not very soon. We will have an 
opportunity after the 5-minute rule, though, for questions from any- 
one who wants to question him further. 

Dr. Judd. 

Mr. Jupp. General Bradley, continuing the same line as the gentle- 
man from Wisconsin pursued, is it your feeling that the main proble m 
is not so much to create a desire on the part ‘of the French people to 
stay free as it is to give them a reasonable hope that they can and to 
overcome the defeatism that any people would have if faced with 
such overwhelming power across the border, when they are without 
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the strength to meet that power without such assistance as we and 
others can give? 

General Brapuey. I think that very definitely is part of the wil! to 
resist. Yes. To use an illustration on that, I expect we would take 
a lot of insults from Joe Louis before we would fight, knowing that 
we had no chance to win. But, when he gets to be about 80 or 90 
vears old, if we were much younger and we had a chance to win, then 

think we might be willing to accept the challenge and fight. | 
think the French are very much that way now. As ote as they feel 
they have no chance to win they might not fight, just like I said we 
would not fight in physical battle with somebody we knew would lick 
us. But in my opinion, when they see a chance to win, and when 
they get to that point, then I think they will fight. 

Mr. Jupp. I want to say for myself that as compared to previous 
visits to Europe, that process of improving morale is already a good 
deal further along than we had a right to expect. General Eisenhower 
and his staff, his personality, his organizational ability, the arrival of 
some American equipment and the providing of something concrete 
to rally around have more than justified the faith that you and we 
have had. I am greatly encouraged at what has been accomplished. 

That brings me to this question, based on what you say on page 7. 
You say: 

As long as we have time to do so, we must continue to apply every effort to 
making the collective defense a continuing and stronger deterrent to aggression. 

Do you think we have gained more in these 2 years than the Soviet 
has? 

General Brapiery. Yes, sir; I do. I think time is running in our 
favor if we take advantage of it. 

Mr. Jupp. Well, they obviously think it is running in their favor. 
They always stall everywhere and do everything possible to buy time. 
They would not be doing that unless they thought somehow it was 
operating in their favor. This perplexes me. I hope you are riglit 
and that it is in our favor. 

General Braptey. I think you have to consider that from two 
angles. I say I think time is running in our favor because if given 
sufficient time—and we have to try to make it sufficient—we will 
have our security forces built up so that they will act as a deterrent 
to war. 

From their point of view I can see where they might say, “Well, 
we are making pretty good progress without going to war on tlie 
fringes, propagandawise, politicalwise, so time is running in our favor 
We have taken over China and have China now as Communist, and 
we have taken over Tibet and Czechoslovakia, and so forth.”’ 

So that they might think as far as getting these results without 
resorting to war is concerned, that they want all the time they can 
to do it. So I do not think they are too inconsistent and, of course, 
one of us may be wrong, or we may both be wrong. 

Mr. Jupp. Our problem is to build up military strength so that 
they cannot win by force, and then handle our political and economic 
affairs so well that we will not become a victim internally to their 
historic method of conquest, namely, subversion. 

. General Brapuey. I think the second will follow very largely the 
rst. 
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Mr. Jupp. You say on page 9: 


In due time the security forces of European nations will have to be maintained 
by the Europeans. 

Can you tell us how much time you have in mind there, and how 
long it will be before the presence of American troops will have 
served as a catalytic agent or a “shot in the arm,’’ and so forth, to 
the point where they can defend their own countries? 

General Brapuey. I think there are two points to this. One is 
the point when they can take it along without material assistance 
and money assistance or financial assistance. The other one is the 
question of when troops can be withdrawn. I would say the first one 
would probably arrive first, and after that, and following that, 
probably they can stand on their own feet as far as certain security 
forces are concerned. 

It is pretty hard to estimate that. We would hope in, say, 3 years, 
if this program is continued on approximately this scale, that we 
would have reached that point where they can produce their own 
equipment and matériel. But, if France, as we were talking about it 
a minute ago, can convert that industrial capacity to war-making 
equipment faster than we might think she can, it might shorten it. 
If she cannot do it as fast as we think she should, it might lengthen it 
a little bit. 

About the only thing you can say, in my opinion, is that you can 
guess in about 3 years of this assistance she should then be able to 
produce this stuff herself. 

Mr. Jupp. I want to get this straight. You think that within 3 
years she will be able to be essentially self-sustaining economically, 
but we will have to have our forces there longer than 3 years. Is that 
correct? 

General Brapuey. I should think it might follow—that second one 
might follow, because it takes a long time, as you know, to get these 
assembly lines running. It takes longer over there than it does here. 
So, when they start producing their own equipment and running it off 
and putting it in the hands of their troops, and their troops start 
training with it, that extra step will take some time. Maybe I have 
got them reversed, but in my own opinion I think reaching the state 
of producing their own equipment will come before you can withdraw 
all your ground forces there. 

Mr. Jupp. Then the next paragraph on page 9 does not tie in with 
that. You say: 

“So for this year, we must do both.” 

As a matter of fact, we will have to do both for more than this vear. 

General Brapuey. Yes, sir. I hope I did not put too much em- 
phasis on “this year.””’ We are talking about this particular year. 

Chairman Ricuarps. This year’s bill. 

Mr. Jupp. I see, but I did not want the wrong impression to go out 
that we must do both for just this vear. We have got to do both for 
at least 3 years, and maybe one still longer. Is that correct? 

General BrapLey. Depending on so many intangibles that we 
cannot guess now. 

Chairman Ricnarps. The gentleman’s time is up. 

Mr. Holifield. 

Mr. Houir1reitp. Thank you, Mr. Chairman. 
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General Bradley, you placed an approximate time plan of 5 years 
before us to mobilize, equip and train these forces, and to give the 
necessary economic and military aid to our allies to insure that we 
will have at least a chance to maintain a free world. You point out 
very clearly on page 6 that it is a question of time as to when a 
strike might occur against us. I find the feeling abroad in the land— 
and it is particularly augmented by this truce situation in Korea— 
that the emergency is almost over and that there is no need for mobiliz- 
ing on this side of the water to achieve this program. 

I wonder if you do not feel that there should be no let-up on our 
mobilization of the resources of America to produce this aid that is 
necessary, you say, for them to get on their feet. 

General Brapury. I feel very definitely that this should not influ- 
ence our own efforts to increase our own security or to increase the 
security forces of our friends. Just because the Communists have 
failed to attain what they had started out to attain in Korea is no proof 
at all that they have changed their over-all opinion of some day 
dominating the world. I think they have just been stymied in one 
place and are willing to pull out of that, but I do not think any of us 
would be surprised to see them start in somewhere else. 

Mr. Hourrrevp. It is very important then that we proceed as 
though there is an emergency? 

General Brap.Ley. Yes, sir. As I tried to outline here this morning 
in talking about the various trouble spots around this world, that is 
just one of them. 

Mr. Houirre.p. That is all. 

Chairman Ricuarps. Mr. Herter. 

Mr. Herrer. General Bradley, may I revert to the question the 
chairman asked you and put it in a little different way from the way 
he put it. 

When we were in Europe we spent considerable time in studying thie 
mechanics of getting together the various figures being presented to 
us. In connection with military end items it was perfectly clear that 
the procedure followed was that the initial studies were made by the 
country missions in which the military were represented. Then the 
military in each country sent their findings of estimated needs to you 
and sent a copy to a coordinating committee in London. But the 
final determination, even though made within the limit of appropria- 
tions set, was made here by the group under your command. ‘That 
was a decision with respect to these military end items, and these 
military end items, which are all material of war, were exactly similar 
to that which we we were procuring for our own Armed Forces. In 
other words, that there was no special equipment being made for the 
European countries and, generally speaking, thai there was standarii- 
zation of equipment. 

So in effect you were making the decision here as to how much olf 
what was coming off our production lines ought to be sent to Europe, 
which I think is an entirely proper way for it to be done. 

However, that in effect means, General, that you as a military man 
are determining, from what you know as to what the productivity ol 
this country can be through Mr. Wilson’s organization or otherwise, 
what is coming off our production lines and what in the interests of 
the security of this country as well as the free world you think should 
be allocated to the European theater of war, and the NATO countries. 
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Is that a correct statement? 

General BrapLey. That is what you finally end up with, but before 
you arrive at that decision you take into consideration all the evidence 
you can get, and you get this information very largely from the 
members of the various regional planning groups. 

Someone asked me a question the other day as to why that should 
not come from General Eisenhower and his staff. As a matter of 
fact, a lot of it will next vear, but when this particular list was made 
up, General Eisenhower’s headquarters was not in existence. Now, 
since his headquarters and his subordinate commands really replaced 
three of the regional planning groups under the North Atlantic Treaty, 
then the information from those regional planning groups will now 
come through his headquarters. 

Mr. Herrer. As a matter of fact, the method of getting the in- 
formation was excellent in that vou did it with a political, economic, 
and military group sitting together in each country, and the informa- 
tion that went to you on these military items was a result of their 
studies. As to the question the chairman asked you in regard to Gen- 
eral Eisenhower with regard to the distribution of this equipment, I 
think I would like to pose that in a different way. Even though he 
has been an international commander, nevertheless he is the individual 
directly charged with the responsibility for security in Europe, and he 
has under his command a certain number of troops which he is free to 
utilize as he sees best. Is that not true? 

General Bravery. Yes. 

Mr. Herrer. He can move them wherever he wishes to move them. 

General BrapLtey. With the limitation of consulting the national 
governments who give them to him. 

Mr. Herter. But after that he has a certain responsibility of 
command. 

Now, the place where he does not come in at the present time at 
all is that after you in this country have made the determination as 
to the sum total of what can be sent to all of the NATO countries 
together, then he has nothing to say in the field of command at all 
as to whether he thinks it would be wiser to have more tanks go to 
Italy and more guns to Italy. Then it is principally a problem of 
handing them that which vou have allocated on this side. Do you 
not think he should have at least a consulting voice as to the distri- 
bution of that material? 

General Brap.iey. I think he will in Europe always, because if 
we start shipping this material over, vou do not ship it all at once, 
as vou know, of course. If General Eisenhower and members of his 
staff afterward decide that is not being made proper use of, that report 
would come back here and you could ship that equipment right from 
here, and he would not have to do that from over there. 

He could very easily influence the flow of that equipment. You 
do not have to go from the list we made up now. That is not an 
infallible list. If it turns out they cannot use it the way we planned 
it, we could very easily shift it under the North Atlantic Treaty. 

Mr. Herter. You cannot shift it once it has been turned over to 
agovernment. Neither can he. 

General Bravery. No, sir. 

Mr. Herter. It has to be done right the first time. 
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General Brap.iey. That is right; and, of course, your point is he 
should be able to turn it over 

Mr. Herter. In the chain of command it ought to be made very 
clear he has something to say about the allocation of it as between 
the different countries. Not the total. The total you have to deter- 
mine here at this end. 

General Braputey. I think you will find in practice he has that, 
unless you go so far as to say that we maintain title and have the 
right to take it back. Then you get into a different problem. 

Mr. Herter. Yes. That is a different problem entirely. 

Chairman Ricuarps. The gentleman’s time has expired. 

Mr. Roosevelt. 

Mr. Roosevett. Thank you, Mr. Chairman. 

General Bradley, there are two brief points I would like to ask you 
questions on. The first is, how does the.actual military production in 
these NATO countries today compare with 1939? Is it way down? 

General Bravery. Oh, there is really no comparison, because, you 
see, their war-making industries were all destroyed by the occupying 
powers. Let us take France and Belgium, for example, where a !ot of 
it was. That was all destroyed and the machine tools were destroyed 
and all carried back to Germany, and that part that was in Eastern 
Germany was probably carried somewhere else. So that their war 
production capacity was really destroyed in either that way or by the 
results of the action. England, of course, was about what it was 
during the war. 

Mr. Roosrve.t. There is some conversion necessary in England 
and modernization of plants? 

General Brapiey. Yes, modernization and replacement of worn-out 
equipment. 

Mr. Roosrvett. I wanted that for the record. 

The second question, I think, is tied up with this possible terminal 
date when we will hope to bring our own troops back. I remember 
back in 1940, when the Germans were overrunning France, that there 
was considerable talk at that time that the French General Staff were 
about 20 years behind the time in their military tactical thinking and 
that General DeGaulle was at that time only a colonel, and he had 
been the great advocate of tank warfare within the French Army, 
but he had always been suppressed by the Maginot line people. 

Now, maybe this should be answered in executive session, but I do 
not think we are going to be able to pull out our ground troops if we 
are not satisfied that the top military leaders of France and the other 
NATO nations are qualified from a modern military point of view to 
carry on the defense of Europe with the forces which we have helped 
to create. You may find the French General Staff at that point, 
having most of the troops, will insist on having the successor to Gen- 
eral Kisenhower, and you may not have the confidence that that 
fellow has the military ability to defend Europe unless we still have 
our forces there. 

General Brapuey. In the first place, in answer to your question | 
would hope none of us would put too much emphasis on the fact that 
in 3 years, or 5 years, or 6 years, or any particular number of years, 
we can bring our troops home, because I do not think anyone knows. 
The conditions may be such that a certain number of them will be 
required over there even a longer period of time in order to furnish 
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some of the leadership and the example and impetus necessary to 
this thing. 

I hope no one thinks I am saying or making any promise that I would 
recommend at any particular time, at this stage and with what we know 
now, we would bring them home. I would visualize we can at some 
time, and I think we can, but that should not be taken as any promise. 
As far as the leaders are concerned, that is a very difficult one to 
foresee. There has been a study under way which would provide for 
setting up a NATO war college for _— of staff officers of all the 
nations that belong to the organization. That might partially meet 
your objection there if we could get a strategical and tactical thinking 
among the countries, so that we would insure their being up-to-date 
and, in other words, not have obsolete methods. 

Mr. Roosrve tr. It is not an objection, but it is a worry. 

General Brapuey. Yes, sir. 

Mr. Roosreve.tt. Thank you, General. That is all I have. 

Chairman Ricuarps. Mr. Reece. 

Mr. Reece. In your statement, General, you expressed the hope 
that Turkey and Greece might be admitted to the NATO organiza- 
tion. Iam in agreement. What are your views about the advisability 
of Spain also being admitted to the NATO organization? 

General BrapLey. My own opinion from the military point of view 
is that I would like to see her in NATO, but we have run into a lot of 
political reasons which get beyond my qualifying phrase of “from a 
military point of view.” 

Mr. Reece. What is the purpose of NATO? Is it a political 
organization or is its primary objective a military objective? 

General Brapiey. I think it would be rather hard to separate 
them. Certainly, as a result of the union (even if you say it is a 
political organization) we hope to get military forces and a military 
situation which will act as a deterrent to war or win if war comes. 
So, I think you could say the end result is military security. 

Mr. Reece. It would certainly seem so, and it would seem to me 
that the military considerations should prevail over some individual 
or national prejudice that might obtain. 

Mr. Roosrvetr. Will the gentleman yield? 

Mr. Reece. Surely. 

Mr. Rooseve.r. General, is it not true, however, that the military 
security is aimed primarily at accomplishing a political end result, 
which is to prevent communism in this Western European area from 
taking over either by external force or internal subversion. So really 
the end result, as you put it, military security, is only a means to a 
political end. 

General Brapiey. That is the reason I say they are so closely 
associated that it is hard to separate them. 

Mr. Roosrverr. But the thing is that Mr. Reece leads us into a 
position where we will say this is only a military thing and only 
military consideration should prevail, and I do not think we ought 
to get into that position. 

General BrapLey. May I answer that question a little more fully, 
and I think it will cover the point? I answered it from my point of 
view. You cannot get a Frenchman or an English military man to 
say what I said, that from a military point of view they ought to 
come in. Essentially for the same reason Norway and Denmark 
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will say from a military point of view Greece and Turkey ought not 
to come in, because it spreads your line. 

Mr. Reece. But probably more than is true with any other Euro- 
pean nation the Spanish people have two things that are important. 
One is the will to fight; and, secondly, they have a hatred of commy- 
nism. When we get those two things in combination, together with a 
strategic location, and admittedly Spain is a strategic location, jt 
would seem to me as though we ought to take the leadership in trying 
to develop a situation that would enable that country to be brought 
into the orbit. 

I am wondering if we had brought as much pressure on England 
for Spain to be brought into this orbit as England has brought on us 
to admit Red China into the orbit, if we would not have made more 
progress on it than we have made. 

General Brap.Ley. The question as to the relative amount of pres- 
sure that has been put both ways is a political one and a diplomatic 
one which, I am sorry, I cannot answer, sir. 

Mr. Reece. I realize that, and probably I should not raise that 
question here, but we just raise the questions as we think of them here. 

General BrapLey. Thank you, sir. 

Chairman Ricuarps. Mrs. Kelly. 

Mrs. Ketity. Thank you, Mr. Chairman. 

Continuing with Mr. Reece’s and Mr. Roosevelt’s remarks, is it not 
a fact that we supported Yugoslavia and gave aid to Tito just for 
military reasons? 

General Braptey. I think there are both military and _ political 
reasons why we gave him assistance there. 

Mrs. Ke.ity. Hoping that they would resist Russia? 

General Brapiey. Hoping that they would resist; and, further than 
that, you could not afford to let somebody fall by the wayside for 
lack of a helping hand when he had broken away from the Soviets. 
Had we done so, it would have been very hard for anyone in the future 
to break away. So there were both political and military reasons 
why we would hate very much to see Tito fall by the wayside for lack 
of a little help. 

Mrs. Kewtiy. I agree with you in that, and I think Spain should be 
brought into the NATO nations. 

I am perturbed about the lack of will to fight. Do you know if 
there is that lack of will in Italy? 

General Brap.uey. [ have not been to Italy for about 3 years, and 
I will have to give you only hearsay. However, General Eisenhower's 
staff, and particularly Field Marshal Montgomery, who have recently 
been there, came back with very glowing reports of the rise in spirit 
of the security forces of Italy and their attitude. 

I think that is significant because I think before that trip, Marshal 
Montgomery would probably be influenced by the general thinking 
that Italy would not fight. But here you find an Englishman coming 
back very enthusiastic about the increased spirit and revived spu't 
of Italy. I think coming from him it is significant. 

While I say that is only hearsay and I have not been there for some 
time, 1 think we could say that their will to fight is certainly better 
than it was a year or two ago. 

Mrs. Ketiy. Thank you, General. 

Would you care to comment at this time on the situation in the 


Balkans? 
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General Brapiey. I do not know just what you mean. I covered 
a lot of that this morning off the record. I do not know what I could 
add to that, unless you give me a line on what phase you want me to 
discuss. 

Mrs. Kevity. What is the situation at this time in Albania? 

General Brapiey. I am sorry. I did not bring that up this morn- 
ing. I think I could have told you two or three things about Albania 
that I would hesitate to say in open session. 

Mrs. Kevtiy. That is all at this time. Thank you, General. 

Mr. Jupp. Will the gentlelady yield if she has half a minute left? 

Chairman Ricnarps. I have two members who did not get in yet 
under the 5-minute rule. First I will call on Mr. Carnahan and then 
I will call on Mr. Fulton. 

Mr. Carnawan. Thank you, Mr. Chairman. 

Do all of the member NATO nations have some form of universal 
military training or selective service? 

General Brapury. I think all except Iceland. Iceland has no 
military force, you see, but all the rest of them do have some form 
of compulsory service. 

Mr. Carnanwan. Within the last year, has there been a tendency 
to increase the periods of training? 

General Bravery. Yes, sir. I believe most of them have increased 
their period of service. I think someone who is going to follow me 
can give you those exact figures, if you want them, or I could get 
them and furnish them to you. I do not happen to have them in 
front of me at the present time. 

Mr. Carnanwan. And all of the countries perhaps have increased 
their military budgets too? 

General Brap.iey. Their military budgets have been increased 
Yes, sir. 

Mr. Carnanan. Is that not a pretty strong indication that they 
really mean to make the organization effective? 

General Brapuey. I think it is. When you talk about France, for 
example, France has increased her budget about 50 pércent over what 
it was the year before, and has indicated she expects to increase it still 
more. Iam not at liberty to say how much she hopes to do, because 
what I would say probably would not be binding on the new govern- 
ment anyway; but it is an indication of what the people were thinking 
along military lines, and I expect will be backed by the new govern- 
ment. 

Mr. Carnanwan. Is there a general feeling throughout the European 
countries that their economy is developing to a point where they can 
support their military programs? 

General Brap.ey. Yes, sir; and I think they all feel that they can 
convert more of it to war production. You take the steel production 
figures, for example. All of them have increased that over what it 
was a year or two ago. If I remember the figures correctly, France is 
up to something like 12,000,000 tons, and England is up to something 
like 17,500,000 tons. Belgium and Luxemburg together are between 
seven and eight. Of course, that is one of the troubles you run into in 
a country like Italy. Her production, if I remember correctly, is 
about 2% million tons, which does not furnish enough raw materials 
to do some of the things she would like to do along the lines of building 
equipment. 
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Mr. Carnawan. That is all, Mr. Chairman. Thank you. 

Chairman RicHarps. Mr. Fulton. 

Mr. Futron. The name of the program, General, has been the 
Mutual Defense Assistance Program to date. From my point of 
view I believe that that is a good statement of what we intend to «do 
by the program. There is now some question of changing the name 
to the Mutual Security Program. 

Could I ask you if there is any real reason why we have to change 
from the name Mutual Defense Assistance Program, because I think 
it is of great propaganda value to show that our forces are for the 
purpose of defense and not for such things as security police, or main- 
taining a status quo within recipient countries, and are not occupation 
forces. 

General Brapuey. I am sorry, Mr. Fulton. I have never given 
any thought to change of name. I do not know where that came 
from, and maybe I should know about somebody’s proposal to change 
it, but I have not given it any thought. 

Mr. Futron. But you have had no trouble in the military sense 
with the name of the program so far, that is, the Mutual Defense 
Assistance Program, have you? 

General Braptey. Not that I know of. 

Mr. Futon. I conclude therefore it has caused no difficulties. 

In addition, there is the problem with each country of the correla- 
tion of arms or standardization. Have you been making satisfactory 
progress in general terms in that field? 

General Brap.uey. I might answer that yes and no, because in some 
ways it has been going along satisfactorily, and in some ways it has 
not. We have run into a few items on which we have delayed getting 
an answer. I think they are in a fair way of being answered now. 

I might cite as an example the fact that the British want a .2s- 
caliber rifle. We have no objection to their having a .28-caliber 
rifle as long as they do not try to force it on us and change our \I-! 
to a .28. In my opinion there is no necessity for us having just one 
rifle and just one type of ammunition. We have about three sizes of 
ammunition within our own equipment, because you have your \ 
ammunition, and .30-caliber ammunition for your .30-caliber carbine, 
and a .45 pistol. So I do not know why we should gag at adding one 
more for 12 nations. 

That is one of the things that has held up things for a while. | do 
not think it is acknowledged yet, but the French want to make a 
73-millimeter bazooka, and we are very well pleased with our 3.5. 
There is no reason why we should not have two types of bazookas if 
we coordinate the manufacture and the ammunition problem. | 
think it can be solved without arguing forever as to which is the better 
of the two in either case. 

Mr. Futron. That was my next question. There is criticism of the 
program that I have heard in respect to the Department of Defense. 
I believe you are doing a fine job, I might add. The criticism has !een 
that disputes go on endlessly as to what materials and implements 
should be used, and nobody is making any decisions. Therefore it 's 
delaying the program. 

Is that really delaying the program, or are we moving ahead? Are 
we saying, “All right. You make your kind of bazooka and you make 
your kind of rifle, and we will make ours, and we will see that there is 
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enough standardization to make it work’’? Or, are we bogging down 
in these endless disputes as to technicalities that in the long run are not 
very important? : 

General Brapuey. I would hate to give the impression that we do 
not think there has been some delay, but I think it is being solved at 
the present time. Some of these things are not quite as simple as they 
appear. But, that is one of them, weighing the standardization of two 
types of rifles on which somebody should make a decision. 

“Mr. Futron. Who should that be? Who should make that 
decision? 

General BrapLey. Well, it is supposed to be made by the govern- 
ments after getting a recommendation from the Standardization 
Board. A proposal was made that we appoint a board of senior 
officers, let us say, from the three principal nations on the standing 
sroup—and Canada, which does produce a lot, and give them the 
final power of decision. However, we do not think you can delegate 
that much authority to four men because it is a Government position 
and you have to think of how much money we have tied up in .30- 
caliber rifles. 1 do not. think any one man should be required to make 
a decision on that. Therefore, 1 think we will get it eventually 
straightened out here in the standing group and Standardization 
Board. 

Mr. Futron. Who in this country then should we go to in order 
to get those decisions made very promptly? When you feel it is 
delaying the program somewhat, who is responsible for it? 

General Brap.iey. I think it would be a departmental one and not 
any individual’s decision. 

Mr. Fuuron. You have spoken of the Middle East and the fact 
that we are going to assist Greece and Turkey, and you mentioned 
Iran. Then you were also asked if there is authority to grant aid to 
other nations in the Near East and Africa if it becomes necessary to 
our security to do so. There might seem to be an assumption in your 
statement that at the present, as to the other nations including Israel] 
it would not be a present requisite for our security to do so. I do not 
think you mean that inference when Israel has a fine army group of 
100,000 men who are an active force, and 100,000 in reserve, and there 
are other mediterranean countries that I feel are presently a real factor 
in our security and it should be our immediate intention to help. 

General Braptey. Admiral Sherman is going to appear before your 
committee with the specific job of testifying on the Middle East. I 
would suggest, if you would, to ask that question of him. I could 
answer it in a general way, but he spent his time on that, while I have 
tried to cover the whole area and the world situation. He can answer 
that better than I can, I am sure. 

Mr. Fuuron. I have one final question. That was on the problem 
of joint defense. Have we been able to convince these countries of 
Europe that they should give up individual defense in order best to 
join in a joint defense? I say that because they all cannot have a 
whole army, navy, and air force that would be best suited to defend 
each individual country, but must cooperate with this group of NATO 
nations to do the part that they can best do, joining is in an over-all 
defense. Have we made any progress on that? 

General Brap.ey. I think we have made tremendous progress in it, 
and I think we will make still more now with General Eisenhower and 
his staff right on the ground doing the planning. 
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I think, as I mentioned before, you cannot do it overnight because 
you have to change the thinking of the whole national populace of some 
of these countries. ‘ 

For example, the Netherlands are seafaring people, and it takes a 
little time to convince them that they should not spend more on their 
navy than they should on their army and tactical air force which 
supports it. I think when they analyze it they will admit their prin- 
cipal threat is overland, and they will have to depend in large part for 
the defeating of any hostile navy on other nations, with a collective 
defense idea. However, it does take a little time, but I do think we 
have made tremendous progress. 

Mr. Futron. Thank you. I want to say as one citizen that we 
American people are very proud and lucky to have you on the job 
on the Joint Chiefs. 

General Brapiey. Thank you. 

Chairman Ricuarps. General, I would like to ask you one question 
for the record and make a few remarks. We have this program in 
three steps. First we have the economic aid. That has come to the 
point where we want to get out of it entirely at the end of this year, 
that is, fiseal 1952. 

Then there is this program for several years, that is, 3 or 4 years. 
Then they say when you get that off their backs, when do we get our 
troops out of there? 

As a matter of fact, so far as the taxpayers are concerned, if we are 
going to keep up a Defense Establishment of 3% million or 4 million 
men, it does not make much difference to the taxpayer whether they 
are training them in France or here in the United States. That would 
come under our own defense budget if they are American troops, 
would it not, if we leave some divisions over there? 

General Brapuey. Yes, sir. As far as the cost is concerned, there 
would not be too much difference, because the big item is the cost of 
equipment and the pay. There is some additional expense in keeping 
them in Europe because of your long pipeline of replacements and the 
expense of shipping supplies, particularly consumable supplies. So 
that I think we would have to admit it would cost somethingjextra 
to keep them over there, but it is not a great, big item. 

In other words, the big item is the equipment and the pay, and the 
uniforming, and so forth. 

So, as you say, it does not cost too much more, but I think the point 
is not a cost one so much as it is the fact that you have so much of 
your manpower abroad. 

Chairman Ricnarps. You would give them to the Atlantic Pact 
countries to fight, if they are invaded. 

Genera! Braptey. Yes, sir. 

Chairman Ricuarps. If they are here you would have to send them 
over there. If they are there the cost would be some more then. 

Mr. Vorys. Could we have a 5-minute recess? That is a teller 
vote. 

Chairman Ricuarps. I think we cap. We will suspend for 5 or 
10 minutes. 

(Whereupon, at 3:45 p. m. the committee recessed until 4 p. m. of 
the same day.) 

Chairman Ricuarps. General Bradley will resume his testimony. 
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General, do you want to say anything more about this troop 
business? 

General Braptey. I think there might be added in addition to 
what I have already said, that certainly in any war plan in which we 
are going to participate, if the war takes place in Europe we will 
undoubtedly send troops. We did in the First World War, and we 
did in the Second World War, and we will undoubtedly do so in 
another war. So you have to weigh the question when you are talking 
about bringing them all home, of whether or not that is what you 
want to do, because you have to take into consideration the shipping 
required to get them all home in a short time. If other conditions 
arise you might not want to leave them over there, but you would 
not have the troops there then you had hoped to contribute for, say, 
the first 2 or 3 months of a war. 

That is what I wanted to add to the statement I have already made. 

Mr. Vorys. Is it time to start around again, Mr. Chairman? 

Chairman Ricuarps. Yes. We will go around informally now. 
However, I have a question about the shipping, General. 

As a matter of fact, when you talk about distances in this country, 
sending troops from the east coast to the west coast, and sending 
tanks and other material by freight, the rates are considerably higher 
than they would be sending that across the ocean. Even from the 
standpoint of transportation, adding it all up, I cannot see where 
there would be very much additional cost. 

General Brapey. I do not think you can base too much of your 
decision on cost. As I say, the final cost is affected to a small per- 
centage, I would say, by whether or not they are here or over there, 
as far as the actual cost is concerned. 

Chairman Ricwarps. Are there any questions by members of the 
committee? 

Mr. Vorys. 

Mr. Vorys. Yes, sir. 

General Bradley, there is now pending in our committee Senate 
Concurrent Resolution 18, which is the so-called troops-to-Europe 
resolution. I wanted to ask you about sections 4, 5, and 6. Section 4, 
to refresh your recollection, states: 

It is the sense of the Congress that before sending units of ground troops to 
Europe under article 3 of the North Atlantic Treaty, the Joint Chiefs of Staff shall 
certify to the Secretary of Defense that in their opinion the parties to the North 
Atlantie Treaty are giving, and have agreed to give, full, realistic force and effect 
to the requirement of article 3 of said treaty. * * * 

Section 5 provides that: 


* * * units of the United States ground forces as may be assigned to the 
above command shall be so assigned only after the Joint Chiefs of Staff certify 
to the Secretary of Defense that in their opinion such assignment is a necessary 
step in strengthening the security of the United States; and the certified opinions 
referred to in paragraphs 4 and 5 shall be transmitted by the Secretary of Defense 
to the President of the United States, and to the Senate Committees on Foreign 
Relations and Armed Services, and to the House Committees on Foreign Affairs 
and Armed Services as soon as they are received; 


Paragraph 6 states: 


baie yy has it is the sense of the Congress that no ground troops in addition to such 
four divisions should be sent to western Europe in implementation of article ITI 
of the North Atlantic Treaty without further congressional approval; 
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What would be your view as to putting those provisions into the 
Mutual Defense Assistance Act? 

General Brapiey. Mr. Vorys, it seems to me like you are asking 
me to answer a question which goes down to the question of the 
authority of Congress, as compared to that of the executive branch 
of the Government, which I do not think I am qualified to comment on, 
because that is really what it does come down to. 

I think from a military point of view we become worried when 
anything happens which would so restrict the free movement of 
military forces in time of emergency as to affect our ability to carry 
out war plans. But other than that, it seems to me like it is a question 
of who decides whether or not troops go to Europe—the executive 
branch of the Government or the congressional branch, or the two of 
them together. 

I say, I do not feel 1 am qualified to discuss it. 

Mr. Vorys. There are really three different propositions here. 

General Brap.ey. Yes, sir. I understand that. 

Mr. Vorys. The first two provide a sort of machinery for requiring 
the Joint Chiefs to make a finding as to what Europe is doing, and as 
to our own security, and then certify that to the President and the 
appropriate committees of Congress. It would seem to me that the 
only objection to that would be that the Joint Chiefs might want, 
or somebody might want to have troops go to Europe when it was 
not in support of our own security under section 5, or that the Euro- 
pean nations were not doing their part under section 4 and therefore 
that certifying would certainly be a proper requirement and one that 
could certainly not hamstring anybody. 

General Brapiey. [ think the thing may come up from the sus- 
picion that these people are sent overseas without the recommenda- 
tion of the Joint Chiefs of Staff. That has not happened yet. The 
Joint Chiefs of Staff recommended that these people go, and I think 
it would be rather unusual for the Government to send any addi 
tional forces to Europe except as a recommendation of the Joint 
Chiefs of Staff. 

Now, certain conditions you put in there would require us to go 
into some of these things in greater detail than we are able to now. 
For example, we have ‘to certify to you they are doing everything 
they can for themselves. That is quite a problem, because ECA 
machinery and General Eisenhower’s headquarters, and everybody 
else, has a hard time deciding that. 

As I said here this afternoon, I do not know what the answer is on 
France. There are so many conflicting things that certainly we can- 
not make a decision here that France is doing everything she can do 
for this collective effort. We can say she is doing a lot and improv- 
ing it and increasing her effort, but it would be pretty hard for any- 
one to say she is doing everything she could. 

Mr. Vorys. I know this language has had a great deal of study and 
debate. It says in section 4 that the NATO countries— 

* %* * have agreed to give, full, realistic force and effect to the requirement . 
article 3 of said treaty that ‘‘by means of continuous and effective self-help a: 
mutual aid” they will “maintain and develop their individual and collectiv’ 
capacity to resist armed attack,’ specifically insofar as the creation of combat 
units is concerned. 


General Brap.ey. Yes, sir. 
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Mr. Vorys. Now, the only people that we could ask, or the Presi- 
dent could ask about that, would be the Joint Chiefs and, of course, 
you testified on that today. 

General Brapuey. I can say as long as you leave out the words 
“full capacity” I think we could probably have certified to that, 
that in our opinion they are doing this. When you get down to article 
6 it would seem to indicate that this resolution is pripmarily intended 
to cover the permission or the authority to send troops beyond the 
four divisions that are now to go. This is the same as vthe Resolu- 
tion 99. 

Mr. Vorys. That is right. This is the same text. 

General Braptey. And they indicate, I would say, in section 6 
there that they are talking about the full approval of these four to 
go, but if more than that go then articles 4 and 5 come into being and 
we would have to certify these things. 

Mr. Vorys. Section 6 does not require any certificate; 4 and 5 do. 
Section 6 says: 

* * * it is the sense of the Congress that no ground troops in addition to 
such four divisions should be sent to Western Europe in implementation of 
article III of the North Atlantic Treaty without further congressional approval. 

One way Congress might express its sense would be to put a pro- 
hibition against additional troops in the law, and if that prohibition 
were in the law signed by the President, that would be it. 

General Brapuey. Yes, sir. As I say, it is a question whether or 
not that does not apply to things beyond the four that are already 
scheduled to go. 

Mr. Vorys. Yes. It is obviously intended to apply to prohibit 
more than the four without further act of Congress. 

General Braptey. More than the four. — 

Mr. Vorys. To prohibit the four plus two. 

General Braptey. Yes, sir. 

Mr. Vorys. I left out the approval of the additional four, which 
is stated in 6. 

General Brap.tey. Yes. That is stated in there that they approve 
the four. Not being a lawyer, I do not know what it means, but it is 
a question as to whether or not it does not mean we would have to 
certify this and get the approval of Congress to send more than the 
four. I am merely bringing that out in case a study indicates there 
~— to be some change in the wording to make it plain. That is all. 

Mr. Vorys. I am quite confident as this bill goes through the 
Congress there will be efforts made in view of the developments of the 
past 2 years, and what some of us feel is a change from the original 
NATO plan, to attempt to put some sort of legislative limitation on 
troops in the law. There are two questions. One would be a con- 
stitutional question, which you might or might not care to pass on; 
and the other would be the military question, upon which I know the 
Congress would be glad to have your views. 

General Bravery. I do not think the Chiefs would have any trouble 
making a proper certificate to you as long as you do not make it read 
so strong as to indicate, let us say, full capacity, or something of that 
nature. We think they are doing a fair share of this thing now, but I 
think it would be very difficult for us to say they are doing everything 
in the world they should. I hope you get my distinction. 
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Mr. Vorys. Yes. 

Here is a Senate resolution and a proposed concurrent resolution 
which, as to sections 4 and 5, proposes a certain sort of certificate. 
Now, as I understand it, this resolution does not now have the binding 
effect of law, but as to the certificate, the only way it would have the 
effect of law would be to put it in the law, and the law to put it in 
would be this bill. 

General BrapLey. We would not hesitate, I think, to give the cer- 
tificate required in paragraphs 4 and 5 the way they are written now. 

Mr. Vorys. Thank you. But as to 6, regardless of the constitu- 
tional question, suppose Congress did have the power and attempted 
to exercise it to prohibit the sending of additional forces above the 
two there and the four divisions now contemplated? What would be 
your military opinion on that sort of limitation? 

General Braptey. I do not think that would cause too much 
difficulty in peacetime if it is understood in time of an emergency, or 
war, that you would not have to wait for action on it. 

Mrs Vorys. If we had war Congress would have declared war and 
pulled off all limitations, I imagine. 

General Brap.tey. Of course, there are conditions where you might 
not be able to declare war, and we might have to start action without 
getting that declaration, knowing you would declare it when you got 
the conditions under which you could declare it. 

Chairman Ricuarps. Are you through, John? 

Mr. Vorys. Yes. 

Chairman Ricnarps. How about you, Mr. Javits? 

Mr. Javits. I have not had an opportunity to question the general. 
I have one or two questions. 

General, it occurred to me considering the situation in Europe 
there might be something worthy of consideration in the idea of 
bringing over here for some or all of their training, some of the divi- 
sions which would be made available by the NATO countries, and 
training them in the zone of the interior of the United States, es- 
pecially in the course of the next year or two, when our strategic 
position, as has been publicly stated, is open to so much concern in 
that area. 

Would you give us any observation you care to make on that idea? 

General Brapuey. Yes, sir. I would be glad to comment on it. 
I assume you mean by that divisions other than United States divi- 
sions. That is, French divisions, or Belgian divisions, or something 
of that nature. 

Mr. Javits. Yes, sir. 

General Brap.ey. Possibly it was prompted by the fact that some 
of those countries have limited maneuver areas, and they have to train 
somewhere else in those cases, and we could give them possibly better 
training. I grant you then they could get better facilities, and so on. 

I think you would have for consideration, however, the transporta- 
tion costs and the costs of maintaining them away from home which 
would then get into the dollar exchange problem. One of the things 
they are short of is dollars. A lot of expense for their being over here 
would really have to be paid in dollars, I should think. I think if it 
has to be paid in dollars you would find yourself having to pay some of 
that yourself. I am not too sure that the advantages of having them 
over here with more training area, and so forth, weuld offset a lot of 
the disadvantages. 
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There is also the disadvantage that if you keep them over here for 
any length of time we are faced with the same problem we have with 
the troops in Germany when they are away from their families for a 
long period of time. I had not thought about it before, but at first 
thought I would think that the disadvantages would outweigh the 
advantages of it. 

Mr. Javirs. General, would you be good enough, if you care to, to 
comment on just two other points? One is that in that way we could 
avoid what happened to the French Army in the fall of France, during 
this period when manpower in organized military terms is so im- 

rtant. 

P Secon, we talked a great deal about letting the people in Europe 
know how we feel and think, and how we are geared in terms of our 
democratic system. Of course, would that not be an excellent way of 
accomplishing that objective with the men on the firing line? 

General BRADLEY. I think it would have a tremendous influence 
in spreading our way of life and certain of our standards, and so on. 
It would certainly accomplish that, and you would accomplish some 
of the same things you accomplish by interchanging students, and 
so on. You would have the interchange of a lot of young men on 
that scale, except in a different way. They would be in uniform 
instead of coming to school. There would be a lot of advantages to 
that situation. 

Chairman RicHarps. Will the gentleman yield? 

Mr. Javits. Yes, sir. 

Chairman RicHarps. On the other side of the picture, General 
Bradley, is it not a fact that soldiers are not very popular with 
localities in which they train; nor are the people very popular with 
the soldiers as a rule, immediately? 

General Brapuey. I do not know. I think that is a broad state- 
ment, Mr. Chairman, and it requires a good deal of qualification. 

Chairman RicHarps. A lot of irritations arise out of a situation 
like that everywhere. 

General Brapuey. I think in some communities, for example, in 
this country, they fight to get military installations in their districts. 
Certainly there must be some advantages to offset some of those 
disadvantages, or they would not do it. 

Mr. Vorys. Will somebody yield? 

Chairman Ricuarps. I yield. 

Mr. Vorys. If a French poilu were over here and he gets 5 cents 
a day, or 10 cents a day, is it? 

General BrapLey. He would have a hard time, sir. 

Mr. Vorys. And if he went on leave to this neighboring town he 
would have a pretty dull time, would he not? 

General BrapLey. He would probably only be able to walk the 
streets. 

Chairman Ricnarps. Four dollars per square meal would be how 
many months’ pay? 

Mrs. Bouron. I was wondering about the real facts of what students 
learn when they come over. I talked with a great many of the men 
who were overseas, and they know nothing about the countries they 
are in. It was off limits to go here, or there, or some place else, and 
they came back home pooodd. steve ignorant of where they had been. 

We had foreigners over here iad we saw a great many of these 
students who come over. Unless the community takes a hand in it 
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and sees to it that the students get off the campus and get some idea 
of what we really are like, they get an idea of little more than narcotics 
rings, things like that, all in general confusion. 

think there are a great many sides to such a proposition that have 
to be taken into consideration unless there is a temendous organized 
effort made, and there is the danger that they go away with very false 
impressions. 

r. Javits. If I might be permitted to say so, I raised the question 
because it ought to be considered. I think it is a question as to 
whether we in the NATO countries are really a military unit or not. 

If NATO is going to be successful, we have to think of self-help and 
mutual cooperation as a two-way street. We want to get from our 
allies better cooperation and more forces and more action, and I think 
there is an enormous amount to be desired on that score; we are in a 
so much better position to get it, if we ourselves show that we consider 
that we are just as much a part of the team as anybody else, and we 
really have a right to expect it. 

General Brap.ey. I think there is one related matter that ought 
to be introduced at this point to clear up the record; that is, while 
they do not send the divisions here as such, there is quite a training 
program under way which brings a lot of individuals over here— 
selected individuals and people of the highest type, both noncom- 
missioned officers and commissioned officers, and they go to our schools. 
That number runs into a very big number. 

The advantages you are talking about are accomplished by that in 
a better way than if you had a unit and you would not have to have 
this special training program, which Mrs. Bolton points out you need 
to get the maximum good out of it, due to the fact that they would 
have no place to go except if we organized it. 

Mr. Javits. Is it fair to say the NATO military organization is 
being animated by the American military doctrine and concept and 
training ideas to an increasingly important degree? 

General Brapuey. I think that is a safe thing to say because of 
this exchange. It is mostly one way. That is true. People come 
into this country to school, and they go to our infantry and artillery 
schools, and some of our colleges. Some of their enlisted men come 
over here and take tactical training. So through that means they go 
back and act as training cadres for their own outfits, both in schools 
and units. 

Some of the people in Europe, in learning how to use this equipment, 
have sent cadres up into Germany, where our forces are, and they 
have trained with our forces in Germany and learned these things. 
Then they go back and teach them. So through all that we are able 
to get across a certain amount of tactical training doctrine to some 
of these countries. 

Chairman Ricuarps. General, along that line, when we were over 
there a few weeks ago on this study we went to north Italy. There 
was an officer there who came back from Fort Benning or Fort Sill, and 
he practically dominated that operation. Of course, Ee spoke English, 
and I asked Pog was he following the tactics he had learned over here. 


He said, yes, they were following them almost to the letter in tank 


operations. 
That just bears out what you said. 





THE MUTUAL SECURITY PROGRAM 313 


Mr. Javits. General, is it fair to say we are making great progress in 
the direction of standardization induced by the fact that we are 
responsible very heavily for the weapons, and also for a great deal of 
the doctrine? 

General Brap.ey. That is right. We have officers in all of these 
countries where we turn over this equipment to see that they get 
proper instruction in how to use the equipment. We are all bound to 
get certain ideas on the tactical as well as the technical side of it. 

Mr. Javits. Does the general consider that one of the major 
achievements of the NATO organizations? 

General Brap.tey. I do, and the Seer aR a long way toward 
ironing out many of the difficulties that normally occur after you form 
an alliance and start fighting a war. We are ironing a lot of them 
out now. 

Chairman Ricuarps. Are there any other questions? 

Mr. Jupp. Yes. I have a couple of questions, Mr. Chairman. 

Chairman Ricwarps. Mr. Judd. 

Mr. Jupp. General, on page 2 you say: 

Our security demands that the Soviet-satellite combination be prevented from 
picking off any more nations. 

Recently General Marshall, and I think Mr. Acheson, have said 
that they now believe it is important to our security to keep Formosa 
from falling into the hands of forces hostile to us. 

Is your sentence broad enough to include preventing the giving of 
Formosa to agents hostile to us, as well as their picking it off by 
force of arms? 

General Brapuey. Yes, sir. I think it would apply to whether 
they got them by force of arms, or propaganda, or anything else. 

Mr. Jupp. Or maneuvers in the United Nations. 

General Brap.zy. Yes, sir. 

Mr. Jupp. If it is that important—and I think it is—I wonder 
why your Joint Chiefs and others high in the Military Establishment 
have not given it much attention, at least publicly, as you have given 
Europe? 

For example, on page 10 you say: 

One of my main purposes in making the recent trip to Europe was to make my 
own estimate of the progress being made in Europe under General Eisenhower. 

Now we have all kinds of reports and information respecting Europe. 
Yet General Eisenhower went over in January and came back to 
report to us, and you have gone over recently to make your own 
estimate, but to date no top man, military or civilian, has gone to 
Formosa. If it is important, why do you not go over and take a 
look at it to make sure we are doing everything possible that is 
retro and workable in support of whatever strength there may 

e there? 

General BrapLey. Maybe we should. We have had high-ranking 
officers there. 

Mr. Jupp. You have had higher-ranking ones and lots of them in 
Europe. The only really high-ranking one who has gone to Formosa 
was General MacArthur, and he got spanked for it. 

General Brapuey. I do not think he got spanked for going to 
Formosa. 
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Mr. Jupp. Well, he certainly did by the press, and by some of our 
allies. 

General Bravery. I think there is some difference in degree of 
importance here between Formosa and Europe. 

Mr. Jupp. I recognize that, but Asia is the place where we have 
been getting the licking and where a war is going on. If we win the 
war we are in, then surely there is a better chance of preventing the 
war that we are not in. Is that not true? 

General Braptey. Without answering your question directly—and 
I am afraid I do not quite follow you—as far as Formosa is concerned, 
if they had or if there was a war going on there, or if there was a mili- 
tary capability that they contributed to, or if we had a formal alliance 
with them rome bilateral arrangements for mutual defense, and so forth, 
I think you would have a little different problem. I am not saying 
some of us maybe should not go to Formosa, and maybe some of us 
will go to Formosa, but it is not United States territory, and it is not 
quite in the same category as these European countries, because we are 
not in a formal alliance with them in which we have mutual support. 

I am not saying you are wrong on it. Maybe we should. 

Mr. Jupp. I mean, I have been perplexed at the statements that 
Formosa is important to our security and yet no top persons, civilian 
or military, with the exception of General MacArthur, have gone 
there to survey the situation in the last 3 or 4 years, or since the 
Chinese forces moved to Formosa. There is more public confusion 
on that situation than anywhere else and it ought to be cleared up. 

Now, the only other comment I want to make is this: The question 
has been raised several times as to whether, if a truce were achieved 
in Korea, that would permit us to reduce our military effort. May 
I ask you this question? If the Communists agree to a workable 
truce or an armistice in Korea, would that increase or decrease your 
apprehension as to the probabilities of their starting something some- 
where else? 

General Brapuey. I think it would increase the possibility of 
something starting somewhere else. 

Mr. Jupp. That is what I, too, think would be the case. So that 
if a cease-fire comes, actually we are probably in greater danger than 
if it does not come? 

General Brapiey. You might go so far as to say that because we 
have solved it in Korea—if you could confine this thing to Korea, 
aside from the fact that you do not like to take the losses, and so 
forth, you might say that you are accomplishing so much in Korea 
that maybe it would be fine if it went on, in order to keep it from 
going on somewhere else, and maybe a third world war breaking out. 
However, I do not think I should quite say that, because we are not 
too sure that is proof against it. 

Mr. Jupp. But it is true that since in Korea we have their feet 
pretty well held to the fire, they are not in so good a position to start 
trouble in Indochina or even in Iran. Is that not true? 

General Brapuey. Certainly, as far as China itself is concerned 
they are fully occupied. 

Mr. Jupp. I hope our people understand fully what you have just 
said; that judging by the past performance of the enemy we are 
dealing with, he is likely to agree to an ending of the operation in 
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Korea only if he has in mind that it will better enable him to start 
another and more profitable one. Therefore, that should stimulate 
us to greater effort, rather than cause us to relax. 

General Brapuey. I think that is definitely the case. I think 
there is one other point which has not been brought out, however, 
and which might be. That is, having gotten their fingers burned so 
much in Korea, they might be more hesitant to start somewhere 
else than they were to start in Korea. 

Mr. Jupp. I think that is right. Some of us in this committee 2 
rears ago urged that we not withdraw all of our forces from Korea. 
i was convinced that if we had even a battalion in Seoul as a symbol 
of American determined interest in the survival of that young 
republic, and as a symbol of American power, it was very unlikely 
that there would be an attack. 

Contrariwise, if we withdrew it was a gilt-edged invitation for 
the Reds to come in. 

If they know we are determined, I do not think they are nearly so 
likely to start something somewhere else. 

Thank you very much. 

Chairman Ricuarps. Are there any other questions? 

(No response. ) 

Chairman Ricuarps. General Bradley, thank you very much, sir. 
We appreciate your coming up here and I am sure we learned a lot 
from your testimony. 

General Braptey. Thank you, sir. 

Chairman Ricuarps. The committee stands adjourned until 10 
o’clock Monday morning. 


(Whereupon, at 4:30 p. m., the committee adjourned until 10 a. m. 
Tuesday, July 17, 1951.) 
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TUESDAY, JULY 17, 1951 


House or REPRESENTATIVES, 
ComMITTEE ON ForEIGN AFFAIRS, 
Washington, D. C. 

The committee met in the House Foreign Affairs Committee room, 
the Capitol, at 10 a. m., the Hon. James P. Richards (chairman) pre- 
siding. 

Chairman Ricuarps. The committee will come to order, please. 
We will continue the hearings on the so-called Mutual Security Pro- 
gram. : : ' ; : 

We have with us this morning our old friend Mr. Hoffman, who is 
the former chief mogul of this program, and who did a wonderful job 
with it. 

We are glad to have you back with us, Mr. Hoffman. 

Mr. Horrman. I am glad and delighted to be here. I am glad ‘o 
have the opportunity of expressing certain views. 

Chairman Ricuarps. Will you proceed, Mr. Hoffman. 


STATEMENT, OF HON. PAUL G. HOFFMAN, PRESIDENT, 
FORD FOUNDATIONS 


Mr. Horrmany. If I can say so, I think there are some advantages 
once in a while in getting quite a long way away from Washington and 
looking back on the Washington scene. Out of this perhaps come 
some convictions. 

I thought, before I started expressing my views, I ought to tell you 
something of the assumptions that I hold underlying those views. 

My first assumption is that no nation or group of nations can win a 
thoroughly hot war. By this, I mean an all-out conflict of the scope 
of World War II. Such a war could produce only devastation, de- 
struction, and human misery on an unimaginable scale. 

Not that we would not be successful militarily. We would. But 
there would be no real victory, because such a war could not produce 
a peace worthy of the name. 

How could there possibly be a meaningful victory when, accordin 
to reliable authority, the money cost to the United States alone woul 
be one billion dollars daily? And that is the least important cost of all. 
_ So, I want to repeat, this is my thinking about what we should do 
In this field of foreign aid, which stems from assumption No. 1, which 
*, it is not possible to have a meaningful victory under present con- 

itions. 

My second assumption is that we can win the cold war which the 
Kremlin has declared against the free world. By this, I mean it is 
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possible for free men to create, within a decade, the conditions upon 
which enduring peace can be built. 

We can win it because the free people of the world have overwhelm- 
ing material and spiritual advantages. Consider one statistic alone. 
The United States has half the industrial productive capacity of the 
world. The free countries of Western Europe have another quarter, 
Three-quarters of the industrial productive capacity of the globe 
seems to me to be an overwhelming material advantage. 

Consider one fact alone which bears directly on the question of 
spiritual strength. The free world of Western Europe and the United 
States is made up of more than 400 million people who have certain 
inalienable rights as individuals. They cannot be pushed around 
by secret police. They live as men should live, in freedom and 
dignity. 

It is only under such conditions that men can be genuinely produc- 
tive and can have genuine spiritual strength. If anyone wants to 
have that thought driven home to them, I suggest they spend a few 
days in Berlin. 

In the morning they should be in West Berlin, in the afternoon in 
East Berlin, and you will see what I am talking about, when I am 
talking about the great spiritual advantage that we have in the fact 
that we have 400 million people in the Western World living in 
freedom. 

How we set about winning the cold war, then, is first of all a matter 
of realizing on our overwhelming potentialities by locking arms—by 
pooling our resources and talents in a common effort. 

In other words, we have all the advantages that will enable us to 
win the cold war if we are just willing to take advantage of it and 
mobilize our strength. 

That conviction has become a very deep conviction of mine, as I 
perhaps have had an opportunity since I have been free from official 
duties to look around and form a judgment that I assure you is com- 
pletely nonpartisan and nonpolitical. 

The second part of the “how,” in my opinion, is to recognize that 
the Kremlin deliberately and systematically has mounted the cold war 
on four distinct fronts—military, political, informational, and economic. 

One of the most disastrous approaches to this problem of winning 
the cold war is to approach it from the standpoint of one front only. 
That applies to all things. 

It is a four-front war, a four-front cold war, and we have to find out 
what the Kremlin is doing on each one of those four fronts. 

This is not a plug for the book which I wrote recently which dealt 
with the four-front approach to the cold-war victory. I have learned 
since writing a book that that does not mean it will automatically be 
read. I hope the few of you who have read it will bear with me if I 
recapitulate some of the discussions of the four-front approach. 

Paradoxically, the free world first, and foremost, needs military 
strength if its great hope for a just peace is ever to be realized. We 
need sufficient military strength for a completely persuasive posture 
of defense. 

We plan no aggression. But we need military strength of an order 
that will retard any aggressive idea other nations might get. We 
need, in short, to have whatever military strength may be necessary 
to neutralize and cancel out any military plans the Soviets might have. 
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Second, we know that on the political front the Kremlin has done 
everything in its power to break down democratic institutions, to 
destroy interest and confidence in the free way of life. 

It has tried to sell the notion—all too successfully in many places— 

that freedom and democracy are frauds. It has asserted Moscow’s 
everlasting concern for the downtrodden and distressed of the world 
while depicting the capitalistic free societies of the Western World as 
systems designed explicitly to grind down these same people. 
’ Against this political aggression—for it is aggression different only 
in kind from military aggression—we have much to do. At the very 
least we have the obligation of carrying out a positive foreign policy 
which recognizes the upsurging desire of men everywhere to better 
themselves. 

In other words, until the world of people generally recognize that 
the United States of America is interested in seeing that all peoples of 
the world have a chance to better themselves, our position as a great 
world leader is not as strong as it should be. 

Closely related is the need for concerted action on the informational 
and propaganda front. Big lies are being broadcast daily by the 
Kremlin throughout the world. And, by big, I mean quantity as well 
as quality of lies. We need to counter those big lies with big truths. 

At the same time we cannot delude ourselves that big truths, how- 
ever potent they may be, will have lasting results in the minds of men 
unless they are accompanied by big deeds. Actually, in my experience 
the most effective propaganda is the propaganda in which the deed 
comes first and then the word. 

In other words, it is the day that you open up the minds of people to 
any big truth you have. 

This is another principle that seems to me all-important-——the prin- 
ciple of action—then words. That is why I put so much stock in our 
particular ability to achieve a great cold-war victory—perhaps a 
decisive victory—on the fourth front I mentioned—the economic 
front. 

If anything today should be clear to us, it is that weary, hungry, 
and desperate people will accept almost any nostrum that promises 
to fix up their ills—even the evil nostrum of communism. 

This was the cure-all that was accepted by—or, more realistically, 
forced on—amillions of people in Europe in the 3 years following World 
War II. It is the same cure-all that is being dangled before many 
millions of others today on the opposite side of the world. 

Now consider the economic counteroffensive the United States 
launched with the Marshall plan. All the evidence indicated that it 
rocked the Kremlin back on its heels from the first. 

Why? In my opinion, because it was positive. It was action. 
It was a modern method of helping people to help themselves. It 
was leadership of an affirmative kind, that of a leader among equals. 

The idea of a supernation dictating to other nations of the world 
isan obsolete idea. We have to exercise leadership of a different kind. 
That also, I might say, applies to industry; it applies everywhere. 
The day of the dictator in business is gone. The day of the dictator 
in modern nations we hope soon will be gone, and the dictator of 
other nations is going, in my opinion. 

I think we have to earn the right of leadership among equals. It 
seems terribly important to me that we continue our leadership here, 
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that we keep on the offensive, that we follow up on the job which has 
been started so well. Not for a moment am I advocating that we 
go on & spending spree. 

A year ago, in terms of the 1950 dollar, I estimated that at an annual 
cost of approximately two billion dollars we could wage the peace 
on this front with great effectiveness in those areas throughout the 
world of vital interest to us. 

If that two billion dollars is not spent, there is a grave question in 
my mind as to whether our present vast military expenditures, here 
and abroad, which I thoroughly approve, of around 50 to 60 billion 
dollars yearly will have lasting value. 

Here I would like to emphasize a paragraph in a statement recently 
made by the Research and Policy Committee of the Committee for 
Economic Development: 

Next to the failure to rearm, perhaps the costliest error that the United States 
and its allies could make in the next few years would be to act as though rearma- 
ment and security were synonymous. 

The contest between the Soviet Union and the West is ultimately a contest of 
strength, not of arms alone; strength embraces not only armed might but, in 
addition, all those less measurable elements—such as greater productivity, 
efficiency, equity in the distribution of income, political and economic stability, 
and social cohesiveness and spirit—which are the real sinews or national power. 

The Marshall plan, which has been the most successful element in our postwar 
foreign policy, was successful precisely because it recognized and emphasized the 
economic and social aspects of European security. It is imperative that this 
emphasis .be preserved and sustained in the rearmament period upon which we 
are entering; the rearmament program must be regarded as supplementing, not 
replacing, the cooperative effort to build a productive, stable and united Western 
Europe. 

Your committee has under consideration the problem of United 
States aid abroad. It is my understanding that, of the total of more 
than 8 billion dollars which you are considering 2.3 billion dollars 
is for economic aid, a figure which is well in line with my estimate of 
& year ago. | “a 

I am not in a position to pass any judgments on the amount asked 
for military aid—although, if General Eisenhower says that is what is 
needed, Iam for it. But Ido hold very strong views as to how foreign 
aid, for whatever purpose, should be administered. 

Speaking now both as an individual and as a member of the Com- 
mittee on the Present Danger, I would like to give you my views as to 
how to obtain maximum efficiency out of the dollars we spend abroad. 

On this question I shall read from the report of the Committee on 
the Present Danger: 

Military aid and economic aid are under present conditions, essentially the same. 
They are now parts of one program: to make our allies in all parts of the world 
strong enough to stand together and prevent the spread of aggression. 

Both forms of aid should be administered by the same agency, which should not 
be a part of any existing Government department. In it should be placed the 
administration of all existing economic and military aid as well as the point 
4 program. 

It should take over the functions and personnel of the Economic Cooperation 


ro and of the units of the State Department engaged exclusively in 
this work. 
The two kinds of aid are inseparable. Both are really economic assistance; but 
both are gone oom for a military purpose. One consists largely of military 
u 


equipment produced in the United States and the other is for the most part 
assistance to make possible greater military production in the recipient countries. 

It is only through one agency handling both kinds that waste and duplication 
can be avoided, and intelligent, effective coordination made possible. 
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A single agency can better answer the many questions which have to be an- 
swered: the extent of the need in each country; whether that need can be filled 
better by military items or by civilian items; the extent of the ability of each 
country itself to produce and service items, military or civilian; the ability of our 
own resources to supply the needs, and the best way our resources can be so used 
in any particular area; what help can be interchanged between two foreign coun- 
tries themselves. These questions—difficult as they are—should not be made 
more difficult by splitting and duplicating responsibility in budget making and 
administration. 

Of course the single agency must operate within the broad limits of our foreign 
policy, which is the responsibility of the State Department, and within the military 
policy laid down by the Department of Defense—but its administration at home, 
and through its offices abroad, should be independent, as ECA has been. 

Under this plan the Defense Department would still do in effect what it is now 
doing. All funds for procurement of military items in the United States would 
continue to be allotted to the Defense Department for procurement through its 
regular channels, 

I would like to just speak informally on this matter of the importance 
of having the supervision of every dollar that goes abroad loaned by 
asingle agency. It is just the simplest kind of common sense to know 
that if you do place that responsibility in one agency, instead of 33, 
which Nelson Rockefeller tells me we now have that have something 
to do with foreign aid, you are going to get better supervision, you 
are going to get value out of a dollar. 

It is not a question of how many dollars; it is a question of getting 
maximum value out of every dime we send abroad, and that our tax- 
payers are certainly entitled to. 

When we send money overseas, we should make $1 do all $1 can do. 
You are never going to get value out of your dollars you send abroad 
until you have a single agency, and you are never going to get away 
from some of the confusion you now have until you Rave a single 
agency. 

This idea which is advanced that you cannot have an operating 
agency taking over certain operating functions from State and Defense, 
and have them work with State and Defense harmoniously, I do not 
think will stand up in the light of ECA experience. 

The Congress, if I read correctly the testimony in the congressional 
hearings, was very much concerned with this question of whether, if 
an independent agency were created and there was an Administrator 
appointed, whether you would not have the problem of two Secre- 
taries of State. 

There was a provision in that law that if there was a difference of 

feeling between the Secretary of State and the Administrator of ECA, 
it should be taken to the President for resolution. For almost 2% 
years there was never a difference taken to the President of the United 
States. We did not have a difference. It was our job to operate 
within policy lines. 
_ I say that one of the difficulties that comes from any organization is 
if you have too much confusion between staff and operating functions. 
The operators ought to operate, the staff people ought to work on 
policies, and lay out policies, and then I think you have a proper di- 
vision of labor. 

Because I have given so much emphasis to the economic aspects of 
this program, I want to repeat a statement I made earlier. Today’s 
cold war is a four-front war. We must have effective action on all 
four fronts. To be effective we must keep constantly in mind that our 
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aim is peace; therefore the tactics and methods used must be tactics 
and methods appropriate to that end. 

If we bear that in mind, the strength of the free world will steadily 
mount; and with each day that our strength increases, our opportunity 
for achieving a just and enduring peace will be by that measure ip- 
creased. 

It seems to me altogether possible that the time may not be too 
distant when, from this position of strength, the free world may be 
able to bring into being universal disarmament under proper safe- 
guards. That will indeed be the beginning of a new day. 

We must have this effective action on all four fronts. That seems 
to me a matter of extreme importance. I say it because I have heard 
so often the statement made that if we are to be successful in this cold 
war we must fight fire with fire. 

That means if the Kremlin engaged in some dirty work, we ought to 
_ out some way to engage in some dirty work. I do not believe 
that. 

On the contrary, I believe if your program is to be effective we must 
keep constantly in mind that our aim is peace. 

That is a background statement of the assumptions on which my 
views are based, and a statement as briefly as I could make it of my 
views. 

Chairman Ricnarps. Mr. Hoffman, we thank you for that very 
able statement. As you know, I think everyone around the table has 
great admiration for the job you did. 

We will proceed under the 5-minute rule. What is your situation 
in regard to your time today, sir? 

Mr. Horrman. My next engagement is 1 o’clock. 

Chairman Ricuarps. We will try to get you away from here at 
1 o’clock. A few of the members are pretty bad about asking ques- 
tions. You can just tell them you are going, including myself. 

Mr. Hoffman, you are talking about this new organization. Would 
you put that into effect right now or in the next fiscal year? 

Mr. Horrman. I happen to be of the opinion that it should have 
been done months ago, not now, months ago. In other words, it 
seemed to me that with the Korean War new factors have entered 
into the situation that make necessary a reappraisal of all that is 
going on in the foreign field. 

I feel that, therefore, the quicker that you get after this creation 
of a single agency to handle these operating functions the better off 
we will be. A dollar going overseas is a dollar. Somebody has to 
watch that dollar. 

I have used the expression, ‘‘The biggest thing we learned in ECA 
was the importance of guiding our dollars.’”” In other words, they 
had to submit a program to us, had to tell what they were going to do 
with the money, what they expected to get out of the money, and then 
we said, “‘O. K., we will put up the dollars, and we will follow through.” 
We guided and followed, in other words. 

In that way you get benefits. I donot want to make any contrasts, 
but I think the $12 billion that was spent under this new principle, 
which the Congress itself wrote into the bill—it was no invention of 
ys al ac much ore than many times that amount of unguided 

ollars. 
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I have a great respect for emg Ie but the moment that govern- 
ments get their hands on billions of dollars there are so many ways it 
can be spent. 

In this case our job was to promote economic recovery, and we kept 
the dollars beamed on economic recovery. If you know what you 
want done with dollars, and guide them, you then have a chance to 
make their use effective. 

I think if you just take, without mentioning any specific items, the 
appropriations to foreign governments since World War II, and con- 
trast what happened when the dollars were unguided and when they 
were guided, you can get an answer to this question of whether it is 
worth while to have a thoroughly competent agency guiding, directing 
dollars. 

Chairman Ricuarps. That sounds like a good proposition. But 
here we are in the middle of a program of technical assistance, military 
aid and economic aid. They are in operation now. It would take 
some time to reorganize them and to keep them functioning as they 
should, would it not? 

Mr. Horrman. Around 30 days. 

Chairman Ricuarps. Thirty days? 

Mr. Horrman. Yes, sir. 

Chairman Ricuarps. You feel that 30 days would allow you enough 
time to keep the keymen in all of them? 

Mr. Horrman. I do not have any doubt of it. I think the quicker 
the better. The danger is delay, because it is uncertainties that 
result in losing good men. 

You have to save some of these good people. You have good 
people in all of these programs. The thing is that somebody has to 
take on the job of welding the organization together and getting it 
under way. You have to do it quickly. 

After all, you started ECA out with one individual, and we had to 
start spending money at a very large rate in a very short time. You 
can get an organization together. You have the people. You are 
not out seeking people. You have good people. 

It is a case of putting them together. There might be a few people 
dropped out of each organization, I do not know; there always are, 
without loss. But if someone took over that job, in 30 days you 
could have a functioning organization. 

Mr. Roosevetr. What was your four-front program—military, 
political 

Mr. Horrman. Informational and economic. 

Chairman Ricuarps. You would lump all of them—military, 
technical and economic—into one outfit. If this new organization 
worked as well as this one did with its loose set-up, it would be all right? 

Mr. Horrman. I would like to read to you a chapter of my book. 
It would give it to you in greater detail. 

Chairman Ricuarps. My 5 minutes are through. Dr. Eaton. 

_ Mr. Eaton. I want to express my gladness at seeing the wonderful 
improvement in your personal appearance. You look perfectly 
healthy with nothing to do. 

Mr. Horrman. That is fine. 

Mr. Eaton. If we are going to have all these functions consolidated 
under one head, do you suppose we could induce you to be the head? 
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Mr. Horrman. No, sir; I have a job. Nobody seems to want me 
anyway. 

Chairman Ricuarps. The doctor said you were not doing anything 
did you not? 

r. Eaton. Yes. 

Chairman Ricnarps. You are working pretty hard now. 

Mr. Eaton. That was the first time that he was not doing anything. 

Mr. Fuuron. Is Mr. Hoffman of draft age, Mr. Chairman? We 
should draft him for the job. 

Mr. Eaton. I do not think I can add anything to the very lucid 
and characteristic statement that our distinguished friend has made 
to us today. 

I hope we will have the benefit of your counsel and leadership as we 
thread our seat, Pm 86 this maze; will that be possible? 

Mr. Horrman. Mr. Foster, I am very happy to say, appointed me a 
consultant yesterday. 

Mr. Eaton. He did? 

Mr. Horrman. Yes, sir. 

Mr. Eaton. Mr. Foster is a genius. I am glad to hear that. You 
accepted the job? 

Mr. Horrman. Yes, sir. 

Mr. Eaton. Are you going to move back to Washington? 

Mr. Horrman. I am going around the world. 

Mr. Eaton. It is a great comfort to all of us to know that you have 
joined the army. I want to wish you all the health and strength in 
doing that. That is all. 

Mr. Horrman. Thank you, sir. 

Chairman Ricuarps. Mr. Mansfield. 

Mr. MansFIevp. Mr. Hoffman, it is always a pleasure to have you 
before the committee. As always, you have given us something 
to think about. 

I would like to say that I am sure that this committee as a whole 
regrets your relinquishing the post as Administrator of the economic 
recovery program; we think we have a very good man in Bill Foster, 
who has taken over since you left. 

You have mentioned what I think this committee has been consid- 
ering for some time, that is, considering the possibilities of amalga- 
mating all of these various agencies into one organization. Would 
it be too much; Mr. Chairman, to ask Mr. Hoffman if he could supply 
this committee with an outline of that proposed organization, so that 
we could give it serious consideration? I think it is a sound idea. 
If we can do something like that within 30 days, it is my impression 
we ought to get busy on it. As I recall Mr. Foster’s testimony, it is 
in em with the views expressed by him before this committee last 
week. 

Mr. Horrman. I think in my statement, Mr. Mansfield, I said 
that every independent agency that studied this question of foreign 
aid came up with the same answer. In other words, the Gordon 
Gray report recommended a single agency; the Rockefeller report 
recommended a single agency; the Broo ings Institution recommended 
a single agency. 

I would think, without having had a chance to give the Brookings 
report any thorough study, that they would have gone into this 
problem of internal organization the way I could not have, as an out- 


sider. 
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They are down here, and that is a job that would take a staff of 
eople, I would think, me a month to work out all the details. 
Jo outsider could do that. The Brookings Institution has already 

done that. I would think their report would be good. I am sure 
if the problem was put up to the Budget Bureau they could work 
the thing out. 

Mr. Roosevetrt. Will the gentleman yield? 

Mr. MANSFIELD. Yes. 

Chairman Ricnarps. Does the gentleman yield to the gentleman? 

Mr. MANSFIELD. Yes. 

Mr. Roosevett. Nothing is ever quite black or white; something 
is gray in between—maybe the Gordon Gray report. 

hat are the disadvantages? I have heard you give very elo- 
quently the advantages of this single institution; what are some of the 
disadvantages that you have thought of that come about in setting 
up a single agency? 

Mr. Horrman. I think the principal disadvantage is, as the chair- 
man points out, that there would be a period of 90 days in which there 
would have to be a considerable amount of tact used by whomever 
was the head of this agency, because as you stepped into certain areas 
and began to take direction of the spending abroad, you would find 
some Ps those resistances that come up when functions are being taken 
away. 

But I think we are in a period of such danger at the moment that the 
right amount of tact could be used and the thing could be worked out 
satisfactorily. On this particular question, I do not know any dissent 
from the view, except on the part of the individuals who have vested 
interests. 

Everyone who has gotten back and looked at this has come up with 
the same answer, that we are not going to have the most effective use 
of the dollars we send abroad until the spending of those dollars is 
directed by a single agency. 

The Gordon Gray committee was a committee of distinguished 
people; Dr. Mason, from Harvard, and others. I do not recall the 
full list of people. They were all distinguished people. 

I know I always discounted my own views on this question, stron, 
as they were, when I was at ECA, because I thought I was prejudice 
in the matter. Now that I am away from ECA, it stil] seems rather 
clear to me that a single agency is the answer. 

When the Rockefeller group came along and studied the situation, 
and came out with the same answer, | the Brookings Institution 
came out with the same answer, I was even more sure that I was right. 

Chairman Ricuarps. The time of the gentleman has expired. 
May I say that when you ask other members to yield it is going to be 
pretty tougb on them, because we are going to move down the table 

ere. Mr. Chiperfield. 

Mr. CurperFIELD. Thank you for a very thorough statement, Mr. 
Hoffman. I have no questions. 

Chairman Ricuarps. Mr. Battle. 

Mr. Barrie. Good morning, Mr. Hoffman. I have no questions 
at this time. 

Chairman Ricuarps. Mr. Vorys. 

Mr. Vorys. It is great to have you back again, Mr. Hoffman. Not 
only did you do a great job, but I think you are doing one now. 


85708 —51——-22 
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Of course, this organizational problem is a difficult matter. Here 
is the difference between ECA and the problem that lies ahead. ECA 
was a temporary organization that helped write its own death sentence 
in that you proclaimed abroad and at anes “This is a 4-year job, and 
that is when it should wind up.”’ And you told us, ‘Please, do not 
whisper anything else,”’ and so forth. 

Now we are talking about a period where Hoover says 10 years and 
Eisenhower 20 or 30 years. This is something permanent. 

Mr. Horrman. I would like to distinguish the situations, if | 
could, Mr. Vorys, in this way: I think that any program of aid that 
does not have a terminal date is missing something. In other words, 
I believe that the program should have a terminating date. I happen 
to believe after all, if you just go back to the records, you will find 
we have extended other countries, in the way of loans and other 
amounts, aside from military aid—a figure which I was never able 
to get accurately because it is a large figure—total aid of something 
over $50 billion in the last 30 years. 

I think we have not recognized—this may not be politically a wise 
statement—that we have to accept leadership of the free world. 
As leaders of the free world we have certain responsibilities. 

I want to make my position clear. One of the questions that the 
Congress was always asking me was, ‘‘Are the Europeans grateful for 
what we are doing?” I took my life in my hands and said that was 
a matter of no consequence, that whether they were grateful or not 
was not important, that we should not send one dollar abroad in order 
to earn gratitude, because you cannot buy gratitude with dollars. 

It is not that kind of a deal. We should only send money abroad 
for American interests. I think the best advice I got, and the first 
advice I got when I started in business many years ago, forty-odd 
years ago, from a very wise man, was to get in a growing business and 
a growing country and you will do all right if you are any good. 

I went to Los Angeles and went into the automobile business. | 
could hardly get out of the way of prosperity. I think the United 
States is a leader of the free world; it has an interest in a prosperous 
world. 

In other words, we will be better off in a prosperous world than a 
world in which there is suffering and privation. That is just horse 
sense. 

That does not mean we are going to go out and throw money around 
to have a prosperous world. It means we will do the sensible thing 
to build prosperity. It is just the same as with any businessman in 
any enduring business today, a business that has lasted 50 years— 
you can put this down in the book—that businessman has set aside a 
certain amount every year to build future markets. 

I say you have to have an agency figuring out what is smart for us 
to do in order to bring about better conditions in the world. 

Mr. Vorys. That isright. But what you have just described to us, 
it seems to me, is a new State Department. The fellow who hands 
out economic aid and decides whether it goes or not, and the military 
aid, and whether it goes or not, is the fellow that has the political-in 
and know-how all over the world. 

What I am wondering is if what you are describing is not a new kind 
of State Department. 
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Mr. Horrman. Actually, is this not true, that the foreign policy of 
the United States is the policy of the United States Government? 
The guiding agency that guides and develops that policy is the State 
Department. But the State Department cannot function without 
considering what is in the best interest of the people locally, domestic- 
ally, what is the best interest of the country from a military point of 
view. 

So, actually while the development of policy should be clearly the 
function of the Department of State, the policy has to be synchronized 
at the Cabinet level. 

You will find in the testimony that was taken in the congressional 
hearings on the original Marshall plan that it was said this was really 
a case where we are setting up a second Secretary of State. That is 
not true. 

Because, of course, if any man takes on this job of operating in this 
field he must have Cabinet status. Without that he is gone. This is 
the kind of town you have to have that in. 

Assuming that you have people of competence and good will, you 
will have no problem there. We had no problem in ECA. We 
worked within the framework of policy, of course. You have to have 
that. 

As I say, I think this new agency should be permanent. I think 
it should be recognized that we have this new task. There is no way, 
in my opinion, of escaping it. Let us do the kind of leading that 
will be in our interest. 

Chairman Ricuarps. Mr. Carnahan. 

Mr. Risicorr. I will yield the gentleman my time. ° 

Chairman Ricwarps. Mr. Carnahan. 

Mr. CarNnawAN. Continuing this same line of thought, are you not 
saying that we do have two Secretaries of State; we have a policy 
Secretary and an operational Secretary? 

Mr. Horrman. I will accept this change of language. We can say 
that you have two agencies of the United States Government primarily 
operating in the foreign field; yes. If you have this new agency, it 1s 
operating in the foreign field, and so is the Secretary of State. 

Actually, your framework of policy has got to take into considera- 
tion not only the operational problems that would come to this new 
agency, but also the problems of the Department of Commerce and 
the Department of Defense. 

I think that the big hope is this. Of course, I think most of you 
gentlemen on this committee gave solid backing to what my great 
friend Senator Vandenberg used to call an unpartisan foreign policy. 

We are not going to be able to exercise the leadership that we have 
to exercise in the world until we have an unpartisan foreign policy. 

While the Secretary of State can operate in an unpartisan manner, 
Ido not think you have the same need that he be unpartisan forever. 
But this new agency has to be unpartisan in the full sense of the word. 
If it is to be effective it has to represent the American people. It 
cannot represent either party. 

I happen to agree with Senator Vandenberg, that when it comes to 
foreign shores we all ought to become Americans. We have this new, 
to me, somewhat terrifying responsibility of world leadership. 

We cannot exercise it unless we do once more reinstitute unpartisan- 
ship in foreign policy. 
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Mr. CarnaHAN. You stated that the economic and military aid are 
thesame. I wonder if you would expand on that. 

Mr. Horrman. I meant this: When it comes to the impact of the 
dollar abroad, it does not—I will put it another way—when a dollar 
goes abroad and is spent in a given country it has an economic impact 
of one dollar. 

Someone has to say how those dollars should be guided, so that in 
their economic impact abroad you get the most constructive result 

ssible. This will illustrate what I mean—in relation to Great 

ritain and Italy, I would, as far as possible, try to concentrate military 
production abroad in Italy and certain other countries, rather than in 
Great Britain. 

A person who is informed would know the exact status of employ- 
ment in every country; he would know the exact facilities available; 
he would know if he put the dollars in one country, whether they 
went for military production or went for economic purposes, that the 
result would be to add to inflationary pressures. 

He would know in another country it would be a great offset to 
deflationary pressures. In Italy you have substantial unemployment. 
You had that at least a year ago when I was familiar with it. You 
had something far short of effective use of Italian plants, due to 
the fact that with underemployment there was a tendency always to 
pad payrolls—unavoidable, but that was taking place im Italy. 

If you could guide those dollars to Italy and the production of 
Italy, you would help meet that situation. 

When you get to Great Britain they would have exactly the opposite 
effect because they have full employment. That is the judgment you 
have to pass on the dollars to go one way or the other. 

Chairman Rrcuarps. The gentleman’s time has expired. 

Mrs. Botton. I am happy to yield my time to the chairman for 
such use as he sees fit. 

Chairman RicHarps. I appreciate that. Mr. Ribicoff. 

Mr. Risicorr. Mr. Hoffman, do you believe that if we are to be 
effective, economic assistance cannot end June 30, 1952? 

Mr. Horrman. No. Can I repeat again, I think you want to dis- 
tinguish here between a terminating date on the program and other- 
wise. The Marshall plan was to end in 1952. But I am still saying 
today it should end ahead of schedule. I think the conditions under 
which that plan was set forth have changed; therefore, you are faced 
with a new situation. 

It would be utter tragedy if you terminated ECA and did not have 
before you something by which to establish a new agency to operate 
the new economic aid program. But today you will have and will 
need out of the experience of ECA, in my opinion, something by 
which to establish an agency that will operate on a world-wide Tel 
instead of just in a limited area, and give the kind of guidance you will 
get out of a competent staff directing a world-wide organization. 

Mr. Rrercorr. If this committee were to do an effective and con- 
structive job should we immediately study and look forward to the 
creation of that new agency in this bill? 

Mr. HorrMan. At once. 

Mr. Rrisicorr. Because we do not have the time. 

Mr. Horrman. I do not think this committee could be any more 
constructive than to concentrate its energy, in the economic field, in 
getting such an agency established now. 
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Mr. Rrsicorr. I think your statement about our having spent 
$50 billion over the last 30 years without knowing about it is correct. 

If we are to be the world leaders, at least for the foreseeable future, 
it is going to take large sums of American money to keep the free 
worl ing, and United States, too, as a matter of fact? 

Mr. Horrman. I would like to break that one down. May I say 
that my approach is entirely, and has always been, based on what 
is in the United States interest. The United States is the leader of 
the world and should and must do certain things in its own interest. 

That interest has to be an integrated interest. There is nothin 
less smart that I know of than to take too narrow a viewpoint. 
think we have a great stake in world prosperity. You have to have a 
hard-headed look to see what you can do to promote that prosperity. 

You can waste an enormous amount of money. That is easy to do. 
It is difficult to see that the dollars are spent in such a way that you 
can get effective results. 

I do think the thing that concerned me 2 years ago, when the 
Spanish loan was suggested to Congress, was that it was going to one 
government. I was not thinking in terms of any special government. 
I hated to see $50 million of American money go to any government. 
I figured that was a good way to see those dollars were not spent in 
the most constructive manner. 

I think Congress wrote many things into the ECA bill. As a result, 
I studied that legislation and had an extremely high view of Congress, 
which I maintained fairly well. That was a remarkable piece of 
legislation. It brought new principles into this whole question of 
foreign relations; principles that you want to hang on to. 

The first thing was, I think, that that bill made perfectly clear 
that we had to put the responsibility for the development of programs 
on the nationals of the countries we are trying to help. 

We never formulated the program. That is your job, we said. 
You go ahead and tell us how you think, and how the recovery effort 
should be done for the country, how many people it will take. If you 
want our counsel, all right, but do not hold us responsible. We want 
you to tell us how to spend that money. 

That put them up to the task, in the first instance, and made them 
responsible. That is a first principle. That was written into the bill. 
The principle of counterpart was written into the bill. 

: ee Ricuarps. The gentleman’s time has expired. Mr. 
Smith, 

Mr. Smitrx. Mr. Hoffman, I want to first associate myself with 
the statement of the gentleman from Montana and his remarks about 
Mr. Foster. 

I wonder if we have in this whole program too much emphasis upon 
government and not enough upon people. It leads me to this question: 
We know that productivity has increased beyond prewar conditions 
in Europe. In all of that productivity the people have not shared in 
it. My question is: 

How can we overcome that very vital situation? It may be a very 
difficult thing to work out, but until the French people and the Italian 
people can raise the standard of living, it seems to me we are just 
bogged down. 

Mr. Horrman. I could not agree with you more, Mr. Congressman. 
It was a subject I did have intensive interest in. Here is the hope. 
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There is nothing more difficult than to change the distribution of old 
wealth. That should be done by revolution. But you do have a chance 
to change the distribution of newly created wealth. 

In other words, I know that ECA today under Mr. Foster and Mr. 
Joyce is putting great emphasis on increased productivity and upon 
the importance of taking the benefits flowing from the increased 
productivity, and distributing them equitably. 

No one knows better than I do the problem you have in Italy, of 
getting some of the people in authority—not in government, people 
in business—to recognize that these savings or earnings that come 
from higher productivity are distributed primarily to your workers. 

Mr. Suitu. Where have they been going these years that the pro- 
gram has been in operation? 

Mr. Horrman. I am speaking particularly of France. I never felt 
happy about what we had accomplished in France. At the same time 
I felt that a great deal had been accomplished. 

Let me explain why. When we started operating in France in 
July of 1948, workers were being paid in francs at the official rate. 
The official rate then was 119 to the dollar, and the black-market 
rate then was around 500 to the dollar. 

The only place the worker could buy goods at the official rate was 
in those stores where they had ration goods, and there were almost 
no ration goods. 

What he had to do was take these franes, which he got at the rate 
of 119 to the dollar, and get what he could with them, which was 
practically nothing. 

In the 2 years of ECA operation these things happened: The most 
important thing was that the frane was revalued to about 300 to the 
dollar. There is no black market in France today that I know of. 
So the franc became a medium of exchange again. 

There was a raise in wages of somewhere around 20 percent. It 
should have been more than that. But a trend was established. 

You cannot turn these things upside down in a year. I really feel 
reasonably hopeful that this new emphasis that ECA is putting on 
productivity and an equitable distribution of those fresh earnings 
may have a very real impact in France and Italy. 

It just happened that I discussed this morning with Bill Joyce what 
could be done in Italy and France to create an understanding on the 
part of the more forward-looking business people as to the manner in 
which it should be done. It is like Henry Ford when he announced 
that he was going to pay $5 a day in 1914 rather than $2 a day. He 
said that he was not proceeding in an unsensible way, but a sensible 
way. 

Mr. Suir. Do you not think the initiative should come from with- 
in those countries? Why should we be compelled to tell them what 
to do? 

Mr. Horrman. We are not telling them, but trying to persuade 
them. 

Chairman Ricuarps. Mr. Burleson. 

Mr. Burueson. I will pass, Mr. Chairman. 

Chairman Ricuarps. Mr. Merrow. 

Mr. Merrow. It is a pleasure to have you with us. You made a 
very excellent statement. I was glad to hear you emphasize the 
necessity of considering United States interest in these aid programs. 
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It seems that it would be well to bring about as rapidly as possible 
an integration of Western Europe in the economic field, the military 
field, and the political field. 

I wonder if you will comment on ways and means to accelerate 
integration as we continue to give our assistance and economic aid. 

Mr. Horrman. I do not know any single problem. It is a long 
story. You had a 50-year trend against you. There were 50 years 
in which you moved in only one direction. That was to build the 
trade walls around each country higher and higher. We were trying 
to breach those walls. I think we were very successful in breaching 
those walls. 

We were able to build up European trade to something in the order 
of 20 percent above prewar, within 2 years. We did greatly ameliorate 
the situation as to the currency exchange restrictions. We did point 
out that the greatest inequities lay in these trade barriers. We got 
those pretty well eliminated or reduced. We did not do too much 
with tariffs. Like any other country, when you hit tariffs, you hit 
vested interests. 

You cannot move too fast. I think the trend was clearly estab- 
lished. I think all these things all come about gradually as the re- 
sult of pressures that are built up. If you are trying to build 
pressures, you will move in the direction of pressure. 

The big chance now is in the military field. There you have Gen- 
eral Eisenhower, a man of such stature that he has already been able 
to accomplish a great deal in welding together these field forces in 
Europe. I think in that process he starts breaking down these 
barriers to unity. 

You have fundamental conflicts that will not give way overnight. 
If we can keep the pressures on in every direction, I think it will 
create a situation in time in which there will be a relatively free 
movement of goods and people among the countries of Europe. 

Mr. Merrow. You speak of keeping the pressures on. Would you 
comment on the advisability of writing conditions into legislation 
that we may enact, conditioning aid on certain accomplishments? 

Mr. Horrman. | think it is very hard to set those conditions 
rigidly. I think you have to give any administrator a good deal of 
flexibility. 

You see, we had a provision in the 1949 act which was used to 
great advantage. I have forgotten the exact language—it was clear 
that the United States believed that the economies should be inte- 
grated. We used that. You can use general language like that, and 
very effectively. 

I think if you try to take over the operating function itself, you 
will inject a rigidity which will work in the opposite direction that 
you think it will work when you put it into legislation. 

Chairman Ricuarps. The gentleman’s time is up. Mr. Hays. 

Mr. Hays. Mr. Hoffman, is our emphasis on production sufficient 
to give our own people an assurance that this is not a matter of 
favoring foreign countries over our own? Let me be specific. 

There will be a tendency in times of distress such as we have in 
Missouri and Kansas, for example, to say that we neglect our own 
people. We built levees and bridges and railroads in other countries. 

Now, I do not want to ask you to get into a field that you would 
probably wish to leave to us. However, we have to hammer these 
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questions out on the basis of national ony Now, to ask you a 
leading question, Is not our emphasis very likely to be on military 


aid and production? I am asking if there is any justification at ali 
that these proposals are in competition with domestic interests and 


es. are 

hat is a broad question, but on the basis of your experience, have 
we done anything under ECA that is su>dject to that criticism as 
between domestic and foreign interests? Have we indulged in gran- 
diose schemes, for example, that represent too much capital outlay, 
not justified in terms of productiveness? 

Mr. Horrman. Well, we are getting into economics here, and | 
would like to make a statement. I will explain it in more detail 
later, if you wish. 

Of course, any dollars that go abroad have to come home to be 
spent. The only place that dollars can ultimately be spent is in the 
United States. So when you send dollars abroad and they come back 
home, the question is, Who gets them? Now, if there is any lobby 
that missed me during my oy years down here, I do not know what 
it was. I think I was hit by every lobby in the United States. | 
think every interest has a right to fight for this provision or that. 
That is a part of our system, and I am all for it. I do not say that 
critically, but when a particular group will come to me and say, 
“Now, we want this law written in y 

Chairman Ricuarps. Mr. Hoffman, would you suspend for just a 
moment, while I make a statement? We have someone who will 
inform us here when they go in the well to have a roll call and I will 
let you know in plenty of time. 

xcuse me, Mr. Hoffman. You may continue with your statement. 

Mr. Horrman. One lobbyist would say, “We are all for this ECA 
program, but we want you to support us when we put a provision in 
the law for any dollars spent back in America, so that if they are 
spent in the fruit fields they should be spent for apricots.”” I would 
say, ‘‘Wait a second. I happen to believe in free competition. When 
that dollar hits our shores, I am all for the apricot people and the 
apple people, and all other competitors having a crack at it. Let the 
man who can get it, get it. 

“The minute we start writing provisions in as to how those dollars 
are spent, we are not protecting you against foreign competition, but 
against domestic competition, and I do not believe we should do that.” 

Let me say I do not know of a single case where I was able to sit 
down with the people who thought their interests were being adversely 
affected where we did not talk the thing out and prove by facts and 
figures that it just was not so. 

Just on the figures of total production in America,—or gross national 
output, rather—it was in the neighborhood of $275,000,000,000 a year. 
Now, these figures are not fresh in my mind, but it seems to me if I 
remember it right that the total value of our industrial and agricultural 
output was something around $150,000,000,000, or in that neighbor- 
hood. 

What was being talked about was the impact of perhaps $500,000,000 
more of imports in America. It was that $500,000,000 more against 
$150,000,000,000. When you break it down to show where it hits 
individually, I never found: a case myself where it seemed to me that 
industry had to be protected against anything except its own fears. 
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Those goods coming here for the most part were not in competition 
with our goods. 

I can go over that case by case if you want me to. 

Chairman Ricuarps. The gentleman’s time has expired. 

Dr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. 

Mr. Hoffman, I applaud thoroughly what you have said this morning 
so much better than I have been able to say it. I especially am grate- 
ful for your saying that we must get this organizational problem ham- 
mered out now, late as it is. I think there is a lesson to be learned 
from what femme in the spring of 1948, when we were facing the 
problem of ECA organization. 

In this committee we were in executive session for four solid weeks, 
and we debated and rewrote and voted up and down various provisions 
of the bill day after day. The commentators and cartoonists and the 
Administration and most everybody else blasted us as few committees 
have ever been criticized. They said it was delaying and stalling 
the foreign aid program and that speed was the most important factor. 
They said we were dilatory and obstructionist and so on. 

But we stayed at it until we got what we thought was sound because 
that was even more important than speed. We finally got the bill in 
shape and passed within one day of schedule. - 

I think the best thing we did was to take the time necessary to get 
a good law that you say has worked well. I believe we ought to 
learn a lesson from that for dealing with our problem now. 

I have only two questions at this time. Is it not true that the weak- 
er or the less developed a government is, the stricter must be the 
supervision in guiding and following the dollars? 

Mr. Horrman. Yes, sir. 

Mr. Jupp. Now, referring to the technical assistance program it is 
said this must be handled through the United Nations. The United 
Nations is still a somewhat sketchy organization and in general has 
not developed good operating organization, and it cannot in so short a 
time. 

Do you think that our money for technical assistance can be either 
guided or followed through that international organization in its 
present condition as well as it can be guided by the kind of organiza- 
tion P por talk about, a United States organization that you recom- 
mend our setting up here now? 

Mr. Horrman. I do not really feel qualified to answer that because 
I am not too familiar with the United Nations Technical Assistance 
Committee. I do feel it is highly important that there be the closest 
collaboration and, if possible, a working through the United Nations 
wherever they are able to do the job. I think that would have to be 
a case of an individual judgment. 

If they are set up so that they can handle this, then all right; but 
I think the important thing is to see that the dollars that our taxpay- 
ers send out are going to produce results in the form of economic re- 
covery, military production, or whatever their purpose may be, to the 
maximum result. 

I, therefore, would not deal with that in terms of the specific, but 
rather in generalities. 

Mr. Jupp. Thank you. That is all. 

Chairman Ricnarps. Mr. Roosevelt. 
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Mr. Roosevetr. Thank you, Mr. Chairman. 

Mr. Hoffman, may I join my other colleagues in congratulating you 
on, | think, one ‘of the most able and clear presentations that has been 
made on the necessity of this whole program. I am particularly 
interested in this operating-agency problem—the four-pronged attack, 
as I see it, as you stated, was military, political, information, and 
economic, 

Now, I can see how the military and economic could very readily 
be put into a successor to ECA—an operating new agency. I am not 
worried about the time element of how long it ought to go, because 
I think that will depend on the situations, which will vary from one 
area of the world to another. Our program in the Far East and 
southeastern Asia will undoubtedly be a much longer program than 
the program in Western Europe. 

However, when you get into the political and into the information 
end of the program, | am not at all sure that those two functions 
ought to be in this operating agency, because the political, it seems to 
me, really is a function under the Constitution and the President of 
the United States, and also, through him, of the Secretary of State. 

The information program is more of an adjunct of the political than 
it is the military or economic, although, of course, it overlaps, and there 
is a need for propagandizing ‘the truth in those two fields too. 

Do you contemplate that this agency should take on the political 
and information aspects of the program, Mr. Hoffman? 

Mr. Horrman. I did not make myself clear, Mr. Roosevelt. I think 
this agency should take on only the economic aspects of the program. 
In other words, the political aspects of this program should be carried 
out by the State Department. The military, obviously, should be 
carried out by the military. I happen to believe that the informational 
activities which are now lodged in the State Department and are 
scattered through some agencies insofar as the foreign field are con- 
cerned, would be much better carried out if that agency was independ- 
ent; but that is a separate issue. 

Mr. Roosrevett. That is Bill Benton’s idea. My worry is that 
each one of those fellows is going to come in on his independent phase 
of the program and set up a separate agency for that. Bill Benton 
happens to be a bug on information. He wants a separate agency 
for that. You want one for economic. 

Mr. Horrman. No. I am talking about economic only, because 
only where the military has a position in the economic field would this 
new agency undertake any responsibilities in that field. 

Mr. Roosrve tr. Would the military end items be excluded from 
this agency? 

Mr. Horrman. Anything shipped from this country or made in this 
country, in my opinion, would have to be decided upon by the mili- 
tary—talking now about the dollars that go for military items to be 
shipped abroad. 

Mr. Rooserve tr. | see. 

Mr. Horrman. I think this agency should have a great deal to say 
about what is produced here and what is produced abroad. I think 
they should have a voice about that, but I do not think their voice 
should necessarily be controlling. I ‘do think there is a question . 
judgment there, and I think there is an inclination always to solve 
problem here by giving out a new contract in America, which you on 
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not be able to get filled for 3 years; whereas you might get that con- 
tract filled in some foreign country the day after tomorrow. 

So I think he should have independence so that he will have his 
voice heard when it comes to decisions as to where end items can best 
be made. But he would have nothing whatever to do with develop- 
ing the military strategy. 

Mr. Roosrvett. Do you draw a parallel between this situation 
and the similar problem that confronted us last year in setting up 
Charles Wilson as an independent agency for the defense mobilization 
effort outside of the Department of Commerce, because he could, 
of course, have been put in the Department of Commerce? Do you 
draw a similar parallel to that? 

Mr. Horrman. | think, of course, that was a very wise move. 
I believe it took someone of Mr. Wilson’s stature to get this program 
under way. 

Mr. Roosrevett. Of cabinet level, reporting to the President. 

Mr. Horrman. Of cabinet level, at least. It certainly had to be 
of cabinet level to get the job done. I think this other agency differs 
from Mr. Wilson’s. I think it should be a permanent agency—and 
again I will say that this program, like every program authorized 
by Congress, should have a terminal point, but the agency itself 
would be there, and we would be saying we will have this job for 
that agency. 

Mr. RoosEvett. One last question. You used a phrase which I 
think is very important and very significant, that the United States 
must earn the right to world leadership. I would like for the record 
to state we can only really earn anything—and you have said this in 
different words by your use of the word “enlightened,” I think you 
can even make it stronger and say “unselfish,” because what is 
unselfish in the short run is going to be to our long-run advantage. 

Chairman RicHarps. The gentleman’s time has expired. 

I will recognize Mr. Fulton." Then we will have time to go down 
to the floor, and the committee will recess for 10 minutes. 

Mr. Futron. It is a pleasure to have you back, Mr. Hoffman. 
We always feel we are welcoming you back on the team again. 

After the start of the Marsha!l Plan program in 1948 we look at 
you as one of the ex-officio members of this committee, and one in 
whom we have great confidence. I would like to suggest that we 
draft Mr. Hoffman for the 90 days to help set this agency up. It is 
going to take somebody with experience, who will look at the agency 
as it should be, without trying to build an empire. It will be the 
greatest help to have you serve, and I am sure this committee has 
the greatest confidence in your diplomacy and ability along that line. 

As a matter of fact, as a Republican I am very proud of you too, 
and I would run you for President if I had a chance. 

Now, going back to the bill itself, there has been a guaranty pro- 

vision that permitted American businessmen to invest abroad. We 
will not go into the provisions because we are rushed for time. 
_ Do you think it would be wise to continue some sort of a guaranty 
in future legislation for American businessmen, and even to extend 
that guaranty, possibly, to a guaranty against loss on the depreciation 
of currency? 
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Mr. Horrman. I wonder if that is not a question Nelson Rockefeller 
could answer better than I could, because he has been in that whole 
field and made a thorough study of it. 

Mr. Futon. Then we will ais that for now. The question is on 
amount. Among many conservative people who feel we might be 
just throwing dollars away, they all wonder is the amount right. 

at, in your judgment, as a businessman, and with the interests of 
America first, & you feel about the amount? Can it be reduced, or 
what will be the effects if the program is reduced in amount? 

Mr. Horrman. Of course, as I said earlier in my written state- 
ment, I can express a judgment only on the economic area. 

Mr. Futron. We will limit it to economic. 

Mr. Horrman. I felt there as a continuing policy we could well 
afford to put 1 percent a year of our gross income into what I call 
promotional activities throughout the world—promotional from the 
standpoint of promoting peace and prosperity. As a businessman, 
it would not worry me a bit; I would feel I was very negligent if | 
did not find ways to seek out investment for the long-run interests 
of my concern. 

Mr. Futon. May I ask you this, because the question will come 
up, and it should be said directly, without any rancor, or without 
putting one personality against another: Senator Taft recommended 
that the program be divided over 2 years with the same amount, 


which, in effect, seems a 50-percent cut. What, in your estimation, 
would be the results of that on this program? 

Mr. Horrman. I just think if a program is going to be effective— 
in the first place, we are going to spend a certain amount of money 


on it, whether it takes $2,000,000,000 or $1,200,000,000, or something 
like that. I believe we should either get the $2,000,000,000 to do it 
effectively or else we will be cutting it down to the point where the 
whole program is a waste of money. 

Mr. Futron. You dilute it so much that you waste money. 

Mr. Horrman. Yes. 

Mr. Fuuron. And then you lose the confidence of the people. 

Thank you very much. 

Chairman RicHarps. The committee stands in recess for 10 
minutes. 

(Whereupon, at 11:30 a. m., the committee recessed for 10 minutes, 
until 11:40 a. m. of the same day.) 

Chairman Ricuarps. The committee will come to order, please. 
We will resume the hearings. 

Mr. Jackson. 

Mr. Jackson. Mr. Hoffman, as is always the case, you made an 
excellent presentation here this morning. It is always good to see 
my fellow Californian. Not only did I read your book but I bought it. 

Mr. Horrman. That was a mistake. 

Mr. Jackson. While I frequently find myself cast in the role of a 
devil’s advocate on this committee and sometimes disagree with the 
broad policies that are laid down, I still find that you are the most 
pleasant person to disagree with, even on minor points. 

I know comparisons are odious; but, without any reflection on the 
Studebaker, I would say that you probably are more like a model T 
Ford, because we know once you step on the starter that a certain 
consistency is to be found in your work. That is, the things you 
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said in 1947 you said in 1948, 1949, 1950, and now. That, in itself, 
js unusual, because we have met with some pretty sharp-angled 
changes of course here in this committee. ' 

On the matter of “unpartisanship” that you mentioned—and I 
think it is extremely important—it appears to me that if we are going 
to win this mortal struggle in which we find ourselves today, we are 

oing to have to return to nonpartisanship in foreign affairs. Mr. 
offman, what do you consider to be the necessary ingredients for 
a return to bipartisanship? 

Mr. Horrman. Why, of course, I was thinking, Mr. Jackson, in 
terms of this agency. I think the first thing that has to be done is 
it has to be operated in a thoroughly unpartisan way. I think Mr. 
Foster, for example, is operating ECA that way, and completely 
unpartisan, so that I have something very specific in mind. That 
means very definitely when it comes to the matter of personnel that 
that personnel be selected on merit, and not selected for political 
reasons, as a practical thing. It means, when it comes to the develop- 
ment of policies, that it would be my hope we could return to that 
situation we had for a time, when Senator Vandenberg was in the 
Senate, in which we did have a genuinely unpartisan foreign policy. 

You remember, I think, it was in 1948, and I think through most 
of 1949, and at least it was during the Eightieth Congress, if I remem- 
ber correctly, that there was rot a single vote that came out of the 
Senate Foreign Relations Committee that was not unanimous. They 
took their time, as Mr. Judd suggests, to study the issues thoroughly 
and get a look at all the facts. Then they looked at those facts as 
Americans and decided what were the best interests of America when 


it came to foreign policy. 
I think we have got to get back to that as one of the assumptions. 
Mr. Jackson. Acknowledging that, is it not also essential as a 
necessary ingredient in any ee prague or unpartisan program that 
ehin 


in back of the policy and the operation, in the analysis stage 
and at the policy level, that consultation is also vital to the success of 
any program? 

Mr. Horrman. Surely. 

Mr. Jackson. We wrote a minority report here on the first arms- 
aid bill, and I will never forget one sentence that said it is not enough; 
that our differences end at the water’s edge and they should end at the 
conference table long before they reach the water’s edge. 

Mr. Horrman. I completely agree with that. 

Mr. Jackson. Lack of such consultation on policy is probably the 
rock and the whirlpool upon which the unpartisan policy has come to 
rack and ruin. I agree that Mr. Foster is doing a splendid job of 
carrying out the excellent tradition that you established during the 
time you were with ECA in the operational field and in the adminis- 
tration of policies which have been determined upon, but I think 
unpartisanship has to spring from policy. 

_ Mr. Horrman. I completely agree. I think what has got to resurge 
Is & recognition in the Congress and in the Executive that we cannot 
afford partisanship in foreign policy. That does not mean we do not 
need debate. That is not the point at all, but it is the whole question 
of how you approach it. 

f you approach it from the determination of foreign policy as an 
American, to find out what is best for America, I am all for it. If 
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you decide to approach foreign policy from the question of what is the 
party advantage one way or another, we do not come out with the 
kind of foreign policy that will give us the position of leadership we 
must have. 

Mr. Jackson. I am in the fullest measure of accord with you on that. 
I recall the Vandenberg days, when it was not at all unusual for both 
the chairman of the committee and the minority member of the 
committee to leave the committee room to go to the White House. 
I think we have suffered in the interim from that lack of consultation 
and lack of conference as between the two great political parties, 
and I certainly hope we will return in time to the point where we will 
have that nonpartisan approach to foreign policy. 

Mr. Horrman. It will be a very wonderful thing when it happens. 

Mr. Jackson. Thank you. 

Chairman Ricuarps. Mr. Herter. 

Mr. Herter. Thank you, Mr. Chairman. 

Mr. Hoffman, I want to associate myself with the very nice things 
that have been said about you in the operation you conducted, and 
particularly compliment you on the fact that you have been giving 
so much thought to the organizational side of the problem. I think 
often we thought of the program in terms of cash and not how it was 
going to be administered. 

If I may sum up, it seems to me you said with respect to this 
organization that it should be primarily an economic organization 
operating overseas, and that it should embrace within it all direct 
economic aid or technical assistance programs wherever they may be 
found. 

Mr. Horrman. That is correct. 

Mr. Herter. Further, that it have a consultative voice at least in 
all offshore procurement programs of a military nature with regard 
to the economic impact, but should not directly concern itself with, 
say, the allocation of end items that come from the United States. 

Mr. Horrman. That is correct. 

Mr. Herter. Because that is essentially a military function. 

Mr. Horrman. That is correct. 

Mr. Herter. I am glad of that clear statement of what you 
envisage in this organization, but may I go one step further? We 
have two very important organizations, both having their head- 
quarters in this country, one international and one national, which 
put dollars into the foreign field. They are the Export-Import Bank 
and the World Bank. How would you tie them in? It seems to me 
their operations, both from a technical assistance point of view and 
from the point of view of putting dollars into foreign countries, ought 
in some way to be tied into the picture. 

Mr. Horrman. I definitely think they should. In other words, 
my view is that, as far as Export-Import is concerned, the head of 
this central agency should have at least a veto power on any moneys 
going abroad and loans going abroad, because otherwise you have 
just one more channel for duplication. 

Mr. Herter. The World Bank is an international organization. 

Mr. Horrman. Obviously, you cannot have the same kind of 
control in the International Bank. I am not as familiar as I should 
be with the exact organization of that bank, but I think the adminis- 
trator of this new central agency would have to have a seat of power 
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within it. I mean, he would have to be on the executive committee, 
or some place where his views would have to be heard. It actually 
happened during the time I was down here. I think the same thing is 
true with Mr. Foster. Our personal relationships with Mr. McCloy 
and Mr. Black were such that we had no problem, because we dis- 
cussed all these loans they were thinking of making and they were 
always good enough to come to us and say, ‘What about the impact 
of this loan to Turkey? Do you think we ought to go ahead with it?” 
That was informal, and that is one of the best ways of control; but I 
think in developing legislation there ought to be some place provided 
for the administrator of this new agency where he could have a formal 
right to voice his views as to loans made by an international agency 
in which the United States is putting up a substantial part of the 
money. 

Mr. Herter. I wonder if you would care to comment on that 
one great problem Mr. Jackson raised, which is a very important one, 
I think, when he talked about the operational job being an unpartisan 
job entirely? The difficulties, I think, have arisen at the policy level, 
as Mr. Jackson indicated. There the mechanics were different. When 
we go back to the Vandenberg days, when consultation was an 
essential, because the Executive did not control both branches of 
the Government. Since then they have controlled both branches of 
the Government, and a lot of the unpartisan or consultative opera- 
tional and policy determinations have been made without consultations 
at any level at all. 

I am very glad to hear what you said, and perhaps you will want to 
emphasize it even more strongly. 

Mr. Horrman. Of course, I believe with you that unpartisanship 
does start at the consultative level on policies. That is where it 
should start, I believe. I just feel that perhaps in the setting up, or 
in the consideration of the setting up of the whole agency, this question 
of unpartisanship should be brought out in the open, and its impor- 
tance again stressed. 

As I told the story in my book, I thought Senator Vandenberg really 
salvaged unpartisanship last year when he was desperately ill at the 
Wardman Park Hotel and took over that task. 

I would like, if I may, partly for the record and partly to be sure 
this is clear, to read one more paragraph from the statement of the 
Committee on the Present Danger on this point of the relationship be- 
tween the Department of Defense and this new agency on procurement. 

What was recommended is that— 

The Defense Department’s relationship to the new administration would be 
essentially the same as Defense’s present relationship to State in the mutual 
defense-assistance program. Defense would do in effect what it is now doing. 
It would supply the data as to what equipment is necessary for the proposed 
troop basis of our allies, its cost, the necessary timetable for its delivery, the 
fitness of facilities to produce a particular item, the items which as a matter of 
security must be produced in the United States, and the availability in the United 
States of facilities to produce items needed to be produced here for reasons of 
timetable or security. All funds for procurement of military items and parts 
in the United States would be allotted to the Defense Department for procurement 
through its regular channels, as is done now. 


Chairman Ricuarps. The time of the gentleman has expired. 
Mr. Reece. 
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Mr. Reece. Referring to your statement regarding the foreign 
policy, with which I am in complete agreement myself, I just want 
to make this remark based on my observations: That I think most, 
if not all men in public life—and I am referring particularly to the 
Hill—do believe in that policy and try to live up to it; but, of course, 
that does not mean that, especially since they are not brought in on 
a consultative level, they may not have a difference of opinion. 

Mr. Horrman. Surely. 

Mr. Reece. But when that difference of opinion to which they 
give expression arises, that is based on the same patriotic feeling 
arising out of their conception of the good to the country and to the 
world, and that probably the adverse opinion arose from it. I think 
sometimes we fall into error in assuming that anyone who expresses 
a difference of opinion is basing it on partisan grounds, since most of 
the people in our country belong to one of two great political parties. 

Now, having made that statement, I want to ask a question, if | 
may, Mr. Chairman, which is outside of the purview of this bill. | 
am asking it particularly of you since you are present, and there is 
also present Mr. Rockefeller, and you are two gentlemen who are 
associated with two of the greatest evolutionary and philanthropic 
institutions in the whole world. 

There is quite a displaced persons problem—an individual relief 
problem—that we run into and which I am sure you have encoun- 
tered in various nations. Turkey has one, of their refugees coming 
from behind the iron curtain. Israel has one of people coming into 
that country. The Arab countries have another. 

Now, how to deal with that problem is really a big one. I am won- 
dering if the institution with which you are associated—and the same 
thing applies to the one which bears the name of your associate who 
is with you here this morning—has given any consideration as to 
whether or not the scope of your activities would enable you to give 
consideration to setting up, for instance, taking Turkey as an ex- 
ample, a small city or housing project into which you might bring 
these refugees; then, in connection with that, setting up some kind of 
vocational or industrial activity which in the long run might, under 
some terms of agreement, be made available to those people who would 
come in and work in that industry, so that ultimately it would revert 
to private enterprise? If so, it would seem to me as if that kind of a 
project in Turkey, or Israel, or one of the Arab countries, would stand 
as a magnificent memorial to private enterprise. 

I am just wondering whether your organization would enable you to 
give consideration to that. I am asking this more or less out of my 
personal interest in the possibility of that, and it has no immediate con- 
nection with the bill. 

Mr. Horrman. I will speak first for the Ford Foundation and say 
that our first interest in this displaced persons problem was perhaps 
from an American viewpoint. There were among the displaced per- 
sons in Germany and other countries men who we felt could greatly 
enrich American life; men of high professional standing and some men 
who were scientists, and men ol real parts and real intellectual attain- 
ments. 

We gave to a committee headed by Mr. Reinhold Niebuhr $500,000 
to assist in bringing that particular group to America, prior to the 
expiration date for the entrance of displaced persons, which I think 1s 
the end of this year. 
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The broader problem of what can be done to assimilate these people 
into the fabric of the life of these countries is a problem to which a good 
many people have given much attention. One of the reasons that I 
am going abroad shortly again is to go into the Near East to see what 
is being done there, and to go to India to see what is being done there. 
Mr. Chester Davis, whom most of you know, will be one of the group, 
as well as Mr. John Cowles. We will just take a look at this problem 
to see if we can find out something about it. What we can do we do 
not know yet, but that is one of the purposes of our trip to the Near 
East and india at this time of the year. 

Just about nobody I know of knows as much as Mr. Nelson Rocke- 
feller of what can be done abroad with this type of activity. 

Mr. Reece. That is the reason I am asking this question, since you 
and Mr. Rockefeller are both here at the same time. 

Mr. Horrman. You heard from an amateur, and you will soon hear 
from a professional about it. 

Mr. Reece. I was impressed with what you said, that we should 
assume our position of enlightened world le vadership. I am one who 
feels rather that world leadership comes to a nation involuntarily, 
and it is something you assume by reason of the position that is 
occupied and the personalities involved. I feel we must recognize 
our responsibility in that regard. 

But what I would like very much to see is that we assume or 
exercise the position of leadership in fields other than spending. 

Now, as to our position of world leadership when it comes to 
spending, that is, making money available, I think that is recog- 
nized abroad and at home, but when some of the more acute political 
questions that bodily involve our interests come up, then I do not 
know that our leadership is so well recognized. 

Take, for instance, the disagreement among our allies or associates 
in the free world with reference to giving Red China a seat in the 
United Nations, or with reference to the admission of certain coun- 
tries like Turkey, Greece, and Spain, to the NATO orbit. When 
those more or less political questions come up our leadership is not 
so acknowledged as it is when it comes to providing billions for aid 
abroad. 

I am kind of expatiating there rather than asking a question, but 
it would be interesting to have your reactions on it. 

Mr. Horrman. Well, that isa pretty big question. I think there 
again we have got to earn the right of le ‘adership by demonstrating our 
political wisdom. I think wisdom is something you acquire the very 
hard way. 

Some of my most assured convictions had to give way as I began to 
learn something about the world. I think that the point there is 
that we do not have all the right answers. I am not speaking of the 
particular questions you raise at all. My position on Red China is 
very clear. I do not think Red China should be recognized and never 
have thought it should be recognized. I do not think any regime 
should be recognized that has ac quired power by violence until it has 
demonstrated over a sufficiently long period of time that it is the only 
government in that country. When that time comes, even though 
you may not like the government, it is the government, and there you 
are, 

However, I do not think that is necessarily the case, and I hope it 
is not the case insofar as Red China is concerned, 
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I do think that we olewe got to recognize that by leadership we do 
not mean that the American position always has to ‘be taken by every- 
one else. I think we have got to get into the discussions and we have 
got to learn ourselves as we go along. We have to be willing to give 
and take. 

I think one of the most dangerous notions—and I can say this now 
very freely because I am no longer in Government—one of the most 
dangerous notions is the idea that the fact that you give aid gives you 
the right to dictate. That is not the way to get results. Even if you 
could use it that way, it is not the way to get results. You have got 
to use persuasion and have to have a little. giving and taking, as you 
go along. 

Mr. Jupp. And there is no assurance our way is the right way for 
others. 

Mr. Horrman. As I say, I have learned a certain amount of humility 
and I am not nearly as sure that my way is the right way as I was 20 
years ago. 

Mr. Reece. I am in complete agreement with that statement 
I think we all assume that posture as we grow a little older and have 
a little wider experience. But it would seem to me one of the first 
considerations in assuming leadership or asserting leadership, or 
persuading others to accept your viewpoint, is making sure that you 
have no selfish interest back of the position taken. 

In these questions that arise now there is one great interest in- 
volved. That is, the maintenance of the free countries of the world 
That should be the one guiding principle, I think, in any recommenda- 
tion that is involved. We have no right to ask other countries to 
take the position that advances our selfish interest. Another country 
does not have any right te advise on a course of action that is for 
their selfish interest and is not for the interests of the strengthening 
and the maintenance of the free world. I am not one who feels that 
our history during the past few years is such that we ought to be looked 
upon with great suspicion, because we have asked for no gains that 
can be seen anywhere along the whole front. 

Mr. Horrman. I think you are raising quite a question there 
We have a tremendous problem throughout the world. America is 
not understood. The Russians have always pictured us, of course, 
as highly materialistic, interested only in bathtubs and automobiles. 
and particularly among intellectuals in other countries there is not a 
recognition, I think, of what American progress in areas other than 
the material area has been. 

I think by one method or another we have to acquaint people with 
what really is the glory of America, and that to my mind is the great 
enhancement that has come about here in this country in the past 
50 years, and has given opportunity to the individual to grow and 
develop materially, intellectually, and spiritually. That is our grea! 
achievement and that has come, I think, in a particularly rapid 
manner in the past 50 years. The world does not know about that 
They know about our automobiles and our bathtubs, but they do 
not know how much greater the opportunity of the average man 's 
today just to grow and develop intellectually and to grow and develop 
spiritually than it was 50 years ago. 

That is not known, and that is the real achievement of America. 
That is what we have to bring about an understanding of throughou! 
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the world, and that does not come easily, but comes slowly by deeds 
rather than words. 

Chairman Ricuarps. That is all, Mr. Reece. Your time has 
expired. 

Mr. Reece. Yes, Mr. Chairman. Thank you. 

Chairman Ricwarps. Mr. Hoffman, may I ask a question, and then 
we will go along to some of the others who may have some additional 
questions? 

You want to set up a new organization to handle the whole program 
except military end items. If that is the case, this committee would 
not have any jurisdiction over military end items. We have been 
given jurisdiction because it is assumed these different forms of aid 
are related to each other and the requirements in the field of one type 
of aid might decrease or increase the needs in another. 

When you talk about end items, what are military end items? 
How far do they go? Maybe we should ask the military men about 
that, but I would like to have your idea about that. 

Mr. Horrman. Of course, I think as a matter of practical opera- 
tion the head of this new agency, as it is set up, has got to have a 
very loud voice after this data is supplied, in accordance with this 
program which I read to you—a very loud voice in deciding whether 
end items should be produced in this country or abroad. I do not 
think an agency dealing entirely in the foreign field should have 
exclusive authority there, but I think the voice should be loud. 

In other words, I think that the military would be naturally in- 
clined to have as much of that military equipment built here as 
possible. On the other hand, I think that you should do here as you 
did in setting up the ECA where you gave ‘the administrator a voice. 
Then if he cannot make his voice heard, that is his fault. 

Chairman Ricuarps. Should he say so many of these end items 
should be manufactured abroad, and so many in this country? Should 
he have authority to that extent? 

Mr. Horrman. You have in the room here a man who knows so 
much more about this than I do that it is a shame to ask me that 
question. That is Tracy Voorhees, who was Assistant Secretary of 
War and who would know much more about the practical operations 
of this than I would. If, under your regulations, I could give way to 
Mr. Voorhees, I think that would be much better. 

Chairman Ricuarps. We will hear him later. 

Mr. Jupp. Why not hear him at this particular point if he is here? 

Chairman Ricuarps. The present witness has a time limit. 

Mr. Jupp. All right. 

Chairman Ricuarps. I think we had better hold that over. We 
will certainly remember that point. 

Mr. HorrmMan. Just save that for Mr. Voorhees. 

Chairman Ricuarps. Mr. Hoffman has to get away from here. 

Are there any other questions on either side of the table? 

Mr. Vorys. Yes; I have a question, Mr. Chairman. 

We heard from Mr. Cabot, who is the present Director of Mutual 
Security—that is his title. He is down two or three layers in the 
Department of State, and he says that if you set up this new organiza- 
tion you will still have the problem of coordination between depar t- 
ments that you have now, a problem that is so baffling to us. There- 
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fore, according to this view, you will not have solved anything by 
setting up one new separate department that still has to coordinate 

What do you think of that? 

Mr. Horrman. Well, I will tell you. This has been my observation: 
There is no real difficulty in getting coordination at the top level. The 
lower down you go, the more difficult the cooperation and the more 
jurisdictional issues become controlling. In other words, I never had 
a difference with the Secretary of State or the Secretary of Defense 
while I was herethat we could not resolve by talking things out. But. 
down the line I used to have to jump in at times and settle some 
terribly important jurisdictional battles as to who did this or this 
rather unimportant thing. I think that I am trying to answer that 
question quite bluntly and say to you in other words that as to 
coordination the lower the layer, the tougher the coordination, 

Chairman Ricwarps. Will the gentleman yield? 

Mr. Vorys. Yes. 

Chairman Ricuarps. If it works so well, what is the use of setting 
up a new organization on this thing? 

Mr. Horrman. Well, | am talking now about the—I do not know 
quite what the question is. 

Chairman Ricuarps. I mean, one central organization. 

Mr. Horrman. Well, I want one central organization to handle 
economic aid. The reasons for that I have tried to give. I think 
they are very real. If you scatter them out as you have now among 
a large number of agencies, then obviously you have multiplied your 
problem of coordination. 

Chairman Ricnarps. You are talking strictly from a_ business 
standpoint as to how you would organize an operating partnership or 
corporation. 

Mr. Horrman. I am afraid that is so. 

Chairman Ricnarps. I think that is a good path to follow. How- 
ever, there are some other difficulties in this, such as constitutional 
difficulties, and matters of policy, and other matters that come into 
this that would not come into the operation of a private enterprise. 

Go ahead, Mr. Vorys. 

Mr. Vorys. I have two things I want to ask about. You said you 
had no differences with the Secretary of State. I heard Mr. Foster 
at the annual meeting of ECA this year say, ‘““We have never had any 
differences.” Frankly, that is an awfully good reason—— 

Mr. Horrman. I did not say that. I said I had no differences we 
could not resolve. 

Mr. Vorys. Yes. That you could not resolve. 

Mr. Horrman. That is right. We had some very real differences. 

Mr. Vorys. Maybe he said the same thing, but I recollect he said 
“no differences.”” That is an awfully good argument for not setting 
up a new organization, it seems to me. If you have no differences, 
that is what it indicates to me. 

We hear constantly about differences between Cabinet officers tha' 
have to be resolved by the President. That is a healthy thing in tha! 
it shows we had to have these separate departments and we have to 
have a President to resolve their differences. But if out of these tur- 
bulent times there is nothing that needed to be referred to the Pres 
dent, that may indicate, one, that we have had godlike men adminis 
tering it, which may be true; and, two, it also may indicate that there 
is no need for a separate set-up. 
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Mr. Horrman. I would not or I do not follow your logic on that. 
In the first place, my real point is that there are at least a dozen agen- 
cies in Government that have a considerable influence—either direct 
control or influence over the flow of dollars abroad. So we are talk- 
ing now about consolidating those functions into one agency. I think 
if you want to limit your argument as to whether you should take, for 
example, point 4 away from the State Department, then I think what 
you would have to say would have some application. The other 
agencies, no. 

But I would argue very vigorously for this point of view, Mr. 
Vorys, and say the great advantage and the reason why this agency 
was given Cabinet status is this. It was nothing I knew about until 
I came to Washington, but the Congress put that in the bill and I 
found it was an extremely important provision. I found as far as 
privileges are concerned, all it ever got me was the right to have the 
use of my car and driver in the evening. That is the only practical 
thing I ever got from getting Cabinet status; but what it did psycho- 
logically was this: If something was happening in some other depart- 
ment of the Government, not only State or Dekete, but any other 
department of the Government, I would go and call on whoever the 
head of that department was and say, “You know, things are going 
on here that I think you are not familiar with. Let us talk them out 
because the issues are very important ones to me and I want to get 
this thing squared away. There is no reason why, if we have all the 
facts in front of us, we cannot settle it and not have these jurisdic- 
tional conflicts, and not have your boys start over where our boys are 
operating.”” We would talk it out right there. 

If I had not had Cabinet status, sir, they would have issued the 
orders and I would have been down the line and coming up and 
pleading with them please not to do it. In every case they knew, and 
I hope I was never indelicate enough to stress the point, that I bad 
the right of appeal to the President; and, believe me, that is an 
extremely important right here in Washington if you want to be able 
to argue on terms as an equal among equals. 

Mr. Jupp. It was only because you had a separate agency that you 
could resolve your differences. Otherwise you would just have had 
to bow to them. 

Mr. Horrman. Otherwise you could never have resolved them, and 
in my opinion ECA could not have been operated if it had not been 
independent fully in that field, and if it had not had independent 
status, and if as head of it the Administrator had not had Cabinet 
status so that he could talk as an equal among equals. 

Mr. Vorys. In some of these questions I am the devil’s advocate 
bringing up various points of view that have been brought before the 
committee. 

Here is one: You used the word “operating.”” As I get it, ECA does 
not operate at all in that it does not procure anything. 

Mr. Horrman. That is right. 

Mr. Vorys. Other agencies procure. 

Mr. Horrman. That is right. 

Mr. Vorys. You have to coordinate. 

Mr. Horrman. That is right. 

Mr. Vorys. That is, you cannot give orders. 

Mr. Horrman. Oh, yes; you do. 
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Mr. Vorys. But in this coordination business, you have to get 
some other department, such as General Services or Treasury, to do 
the procurement. Is that not right? 

Mr. Horrman. We were not a procurement agency. I think the 
best way to say it or to describe our function is in a very real sense, 
or in a very big sense, we were investment bankers. In other words, 
we were acting as investment bankers for programs for these foreign 
countries, and we were following their procurement to make sure they 
complied both with the law and with common sense. 

In other words, whatever they bought in the United States had to 
be bought at the lowest competitive prices. 

Mr. Vorys. But you had your own budget? 

Mr. Horrman. That is right. 

Mr. Vorys. You did not have to go to anybody else for the money. 
When you signed something—— 

Mr. Horrman. When we O. K.’d a program for a foreign country 
that country could then step in and proceed with its buying in a 
normal way and, as far as possible, under the law, through private 
trade channels. 

Mr. Vorys. But on the operating part of it the control was that 
you had the power to say “‘yes’”’ or “no” as to whether some foreign 
country got the money. 

Mr. Horrman. Surely. That is right. 

Mr. Vorys. And in that sense you were operating. 

Mr. Horrman. We were operating. Surely. I think the best way 
to describe it is we were operating as bankers. We were following 
through. 

As you know, under the law, we were directed to follow through, 
and we did make sure to follow through in order to make sure, No. |, 
the buying was done intelligently in this country; and, secondly, we 
were to follow through to see that the end use for which that money 
was spent was in accordance with the programing. That was our 
job to follow through on. 

Mr. Vorys. And to procure through private enterprise. 

Mr. Horrman. And let them buy normally. We just furnished 
the dollars. They did the buying themselves. You had to watch 
once in a while on kick-backs or little things like that. 

Mr. Vorys. But you had a control there. 

Mr. Horrman. Surely. ! 

Mr. Vorys. Through your post-audit on a country that was an 
operating control. 

Mr. Horrman. We post-audited everything. You bet. 

Mr. Vorys. And you could put the squeeze on after the fact. 

Mr. Horrman. Surely. We could charge back anything to 4 
country if there was evidence they had not bought intelligently, or 
had in any way violated any of the provisions of the law. We relied 
largely on the post-audit. 

Mr. Vorys. I yield. é 

Chairman Ricuarps. Mrs. Bolton, I believe you have a question 

Mrs. Bouton. Yes, sir. I have a question or two I would like to 
bring out at this point. ; 

On this following-up business, Mr. Hoffman, you suggest we should 
follow up the baller To:do that there would have to be certaii 
political climates in order to have the dollar produced. Who has thie 
responsibility for seeing to it that the political climate is right? 
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Mr. HorrMan. Ina given country if, for example, without mention- 
ing any country in particular, there was evidence that either tax laws, 
or trade barriers, or anything of that kind existed—because there 
again we had the backing of the law itself, the backing also of the origi- 
nal OEEC agreement among the countries, and the backing of our 
bilateral agreements, in which there was an agreement that the trade 
practices, and the laws, and their own laws would be such as to en- 
courage the maximum effective use of those dollars—we could always 
step in and say that the situation in this country was very bad, with 
the tax laws as they were, let us say, and something has to be done or 
these dollars were going to be wasted. We would take these problems 
up with the embassy, and the embassy would deal with the matter. 
That was not our business. In other words, that entered another 
field. 

You had to have the closest kind of cooperation between your 
Chief of Mission of ECA and the 

Mrs. Bouron. Would you include in such cooperation the moral 
background of what is going on in a’country? 

Mr. Horrman. Oh, yes; paket 

Mrs. Boron. And the integrity of a country insofar as its agree- 
ments are concerned with other countries and, let us say, with the 
United Nations? 

Mr. Horrman. Yes. I would feel that we had a right, or I always 
felt we had a perfect right either to extend aid or withdraw aid, 
depending on the conditions within that country as they affected the 
use of that aid from a recovery standpoint. 

Mrs. Bouton. As they affected the use of it there and also as to its 
influence on other countries, and with what it did with that money. 
Supposing there was a project considered which might make it far 
more difficult for a neighboring country to pursue its peaceful course. 

Mr. Horrman. Oh, of course. Sure. 

Mrs. Boutron. In that regard, would you then feel there was any 
possible justification in stipulating the attitudes that would be in- 
volved if a country were to have aid? 

Mr. Horrman. Yes;I do. We really felt in this piece of legislation 
you wrote for us, particularly in the preamble, where you laid down 
certain general conditions, that we had all the moral things we needed 
to step in and point out to the ambassadors that certain things were 
going on that we felt were definitely antagonistic to our attainment of 
the goals that had been set for us to attain. That was a broad 
generalization. 

Of course, as you all know, some day—it will be a long time from 
now—but some day we can perhaps write the next chapter in the 
history of ECA as to what was done in these countries really to get 
action. You do not get action by giving out public statements. 

Mrs. Boiron. No; you do not. 

Mr. Horrman. You get action by dealing very quietly, and the 
less you talk publicly, the more results you are able to get. 

Mrs, Boiron. You spoke of the tax situations in certain countries. 
I brought that up because at one of our hearings I was asked to wait 
until we were in executive session before discussing the various coun- 
tries. It is my understanding that you have been only partially 
successful in that, of course. 

Mr. Horrman. That is right. 
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Mrs. Bouron. Because there can be no more than persuasive action 
on our part? 

Mr. Horrman. I might say we have been only partially successfu| 
in getting a good tax system in America. 

Mrs. Botton. Yes; but the American taxee is being taxed pretty 
‘heavily because the other fellows are not doing their bit in some of the 
other areas. 

Mr. Horrman. That is right. 

Mrs. Botron. Do you think there should be a qualification, 
possibly, on any of the aid because countries might not be following 
through with agreements they have made? 

Mr. Horrman. I think the more you try to write the directives in 
detail, the more you make difficult the task of the Administrator. 
] really think that you have in the original ECA Act, as passed by the 
Eightieth Congress, one of the most intelligent pieces of legislation 
ever written. 

Mr. CurperFievp. Tell that to Mr. Truman. 

Mr. Horrman. That is my own feeling. 

I operated under that, and I am glad ‘to testify, as I did on other 
occasions, that it was an entirely intelligent piece of legislation. We 
found in the broad clauses all that we had to have. I really think 
that you only have to recognize that you cannot get these things 
done overnight. 

I do not mind saying this publicly because I think it is all to Mr. 
DeGasperi’s credit—I remember very well the first conversation I had 
with Mr. DeGasperi about taxes in Italy. I was very unhappy about 
what I had found in Italy in regard to taxes. He made this statement 
to me, and it made quite an impression on me. He said, “You know, 
if our tax laws were applied at the present moment we would take 
100 percent of income.” He said, “That has been true for a good 
many hundreds of years now.” He said, ‘‘We know in this new 
government we are never going to have a solid democracy in Italy 
until we have tax morality. But do not forget that for 500 years a 
man in Italy has had to evade the tax law, and it is going to take 
some time to bring about an appreciation of the fact that we must 
have tax morality.” 

He said also, “Now, I want you to judge us by what we do each 
year. We know the goal, and we know what we are driving for, and 
we are going to get there as fast as we can.”’ 

Mrs. Botron. Mr. Richards is getting a little disturbed about the 
time, and I do not blame him for it. I just want to ask you again to 
state whose job it is to handle the political conditions under which 

aid will be given. You said it was the Ambassador’s job? 

Mr. Horrman. I think on this whole political arena, if I can make 
that distinction, that obviously it is the State Department that should 
control. 

Mrs. Botton. I have asked this merely to emphasize this point for 
the record. 

Mr. Horrman. So that, in other words, when it comes to any prob- 
lem that develops in the administration of economic aid of a political 
nature, that problem should be taken to the Ambassador and it should 
be said, “Here is the problem and here is where we stand. We have 
got to have your consideration of this because we do not believe these 
dollars can be effectively spent unless this condition is corrected.”’ 
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Mrs. Botron. Thank you very much. 

Chairman Ricuarps. Suppose you go to the Ambassador to talk 
this over and he says that for political reasons you should not give 
this economic aid. Then you say, ‘Political reasons be hanged. This 
is a good business proposition and we are going to do that.”” What 
is the Ambassador going to say about it? 

Mr. Horrman. The Administrator would not say that. 

Chairman Ricuarps. We hope he would not. 

Mr. Horrman. First of all, if there is any difference of opinion be- 
tween the Ambassador and the ECA mission chief, that difference is, 
under the terms of the legislation, referred back to the United States 
for consideration by the Secretary of State and by the ECA Adminis- 
trator. 

As a matter of fact, there were only two or three cases where we 
ever had to resolve that. 

Chairman Ricuarps. Are there any other questions? Mr. Hoffman 
has to get away from here. You should be away about a quarter to 1. 
Is that right? 

Mr. Horrman. About 20 minutes to 1, Mr. Chairman. 

Chairman Ricuarps. We have 20 minutes yet, then. 

Mr. Judd. 

Mr. Jupp. I would like to say in support of what has just been said 
that on our recent trip abroad there was only one Ambassador who 
even hinted there had been any friction between them, where there 
were two voices speaking for the United States. As I recall it, one 
said there had been some interference by the ECA, or at least some 
confusion as to the Ambassador’s being the spokesman for the United 
States of America. 

Mr. Chairman, out of this discussion here this morning it is possible 
to draw a conclusion that I had not thought of before: That, maybe, 
in order to get a good nonpartisan policy, we ought always to have 
a Congress of the opposite political party from that of the President. 
If the President controls the majority in the Congress, he can push 
through whatever he sends to it, because his party has the votes. 

ECA was a case where the program had to be made good enough 
to win the support of an opposition Congress, and in order to be good 
enough to convince the opposition Congress—which is also made up 
of patriots who want to do what they think is good for the country— 
it had to be a lot better than either the Democrats or the Republicans 
alone could have made it. Therefore, we got a nonpartisan policy 
because the Congress was under the control of the opposition party. 

I had not thought of that before, but maybe there is something to 
it. Maybe both sides could do the same in the domestic field also 
and get together better if that were the situation. 

Chairman Ricuarps. Is the gentleman advocating the general 
principle that the Congress be of a different political faith from the 
President, generally speaking? 

_Mr. Jupp. No. I am merely noting that the best things done 
since the war in the field of foreign policy were the ones that came 
out of a Democratic administration and a Republican Congress. 

Mr. Futon. The Eightieth Congress. 

Mr. Jupp. I am just making an observation that may be of some 
value. Perhaps I can use it in a political campaign sometime, 
although I did not have that in mind. 
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Mr. Hays. Will the gentleman yield? 

Mr. Jupp. Yes. 

Mr. Hays. In the use of the word “nonpartisan” I hope my dear 
friend and fellow advocate of bipartisanship is not going to abandon 
our word “bipartisan,’’ which is preferable, on the legislative side, 
to “nonpartisan.’’ You are not abandoning bipartisanship, are you? 

Mr. Jupp. No, indeed. The right word is “bipartisan” which 
means that both parties are necessary and must make their respective 
contributions by working on a problem until they achieve something 
that both are convinced is right and both will support. 

Mr. Futron. Your statements about a Republican President, | 
take it, were not partisan? 

Mr. Jupp. I did not say anything about a Republican President. 
Mr. Hoffman, when you were here last year the main concern you 
had was the Payments Union plan. 

) r. Horrman. That is right, sir. 

fr. Jupp. What is your estimate of its success? 

slr. Horrman. I should be able to answer that question much 
more explicity than I can answer it. I think, of course, as it started 
to operate you had the new problems thrown at it coming about with 
the necessity for rearmament. But my impression is it has worked 
very well and has greatly facilitated the movement of goods through 
Europe. They had a problem with Germany which they quickly 
corrected by insisting the German Government balance imports. 
As far as I know, it has worked very well. 

Mr. Jupp. The biggest problem in Europe now, it seemed to us, 
was how to get full mobilization of the production capacities of all the 
countries for the whole program. May I give an illustration that 
poses the problem for the committee. 

Here is a country for which we are building mine sweepers. Right 
next to it is a country for which we are making and sending over smal! 
arms and ammunition. The country which is getting the mine 
sweepers from us can make the small arms and ammunition its 
neighbor needs. The country getting the arms and ammunition can 
make the mine sweepers. Yet they are not able to get together in 
a pooling of effort because there is not an exchange mechanism to take 
care of the finances of it. The country that needs the arms and 
ammunition does not want to put an order with its neighbor because 
then it would have to pay for the goods with its own money, whereas 
if they get it from the United States we pay for it with our money 

That is a problem to which I do not see the answer. I wish you 
could help us on that—and we have to get an answer because otherwise 
we will have to continue holding them up. 

Mr. Horrman. I do not think there is any easy answer. I think 
you have to take a specific situation and see what can be done to bring 
about a balanced trade between the countries that would give you 
what you want. You will not get it by just a Payments Union, 
because that is just temporary in effect. That merely operates well 
when you have approximate balance of trade among the countries. 
It will not operate for long if there is a continuing unbalance. 

The only way to correct a continuing unbalance is to get at the 
source and try to get trade in some reasonable balance on a multilateral 
basis and not a bilateral basis. 
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As I say, that is actually a job that Mr. Herod is supposed to be 
giving thought to now. I know Mr. Spofford is, because I raised the 
question with both of them. 

Mr. Jupp. If you get any ideas on it, I wish you would share them 
with us, because they see the problem but not the solution. They 
said they have been working on it for 5 months, but they have not got 
an answer to it yet, and they have to get an answer to it. 

There is only one _— you have said this morning with which I 
would disagree. You said a dollar abroad for whatever purpose has the 
impact of a dollar; it is a dollar of aid. I do not believe that is always 
quite true. When we put in a dollar’s worth of military end items, 
say, jet airplanes, that require them to spend money to build up 
so-called infrastructure, barracks, airfields, and so forth. Then our 
military aid increases the drain upon their economic set-up instead of 
relieving that drain a little. 

Mr. Horrman. I think you are quite right, and I am glad you made 
that clear, because what I really mean to say is this: When a dollar 
goes into a country it has economic impact, and unless you have some 
single agency Measuring or attempting to appraise all the impacts of 
those dollars, you cannot develop a program, or the most sensible 
program for that country. 

I am glad you cleared that up, because it was very loosely stated. 

Mr. Jupp. I appreciate the answer. 

Chairman Ricuarps. I believe Mr. Chiperfield wants to ask a 
question. 

Mr. CurperFieLp. Would you recommend a grant to aid the 
Schuman plan? 

Mr. Horrman. I do not know. 

Mr. CurperFieLtp. Would you recommend a loan, or do you not 
know? 

Mr. Horrman. I just do not know. I have not followed that close 
enough to have any judgment. 

Mr. CutperFie tp. Thank you. 

Chairman Ricwarps. Mr. Fulton. 

Mr. Futron. When we build up these countries, the question then 
comes as to what will be the system under which they operate in 
international trade. That, then, brings the question up, should we 
not have some system of general principles under the United Nations 
that all countries operate under to stop cartels internationally, prevent 
monopoly, trade restrictions, and import quotas, and all of the 
old jungle international warfare economically that we have had 
previously? 

Would you then recommend that the United States again try to 
make some progress toward some sort of an international organization 
where the countries sit around a table and try to develop good prac- 
tices of private trade, and to cut down these restrictive practices? 

Mr. Horrman. Of course, my position was that the International 
Trade Organization that was proposed, even though there were many 
things in the charter I did not like, was at least an international 
organization, and I would rather sit down and battle these things out 
around a table than not battle them at all. 

I think the day will certainly come when we ought to make another 
effort to get an International Trade Organization that would be 
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considering. In the meantime I think there are things that can 
be done. 

Mr. Futtron. What would those things be, specifically? 

Mr. Horrman. Not necessarily under governmental auspices at all, 
For example, there has not been any codification of international 
commercial law. That is a project that Mr. Ward of the National 
City Bank is very eager to get on with. He thinks it can be done 
entirely through private sources, and will be quite a costly job. It 
is worth considering. 

I think also there is hope that more can be done with international 
private organizations than has been done up to the present time. 
It is a field that is certainly worth exploring. 

Those are areas outside of government. 

Much to my surprise there are some 1,900 international organiza- 
tions in the field. Among those there are quite a number that are 
potent and important, and perhaps could become much more effec- 
tive if there were a coordination among the more important ones. 

Mr. Fuiron. How would you suggest getting that coordination? 

Could Government help encourage such a movement, or could we 
help maybe on the educational line by getting people thinking along 
the lines of the best methods of dealing in international trade? 
+ Mr. Horrman. This happens to be another subject in which we 
are interested. I do not know that we can do anything about it in 
the Ford Foundation, but a man named Ording has been very active 
in it, and a man named Von Zealand has been very active in develop- 
ing a clearinghouse for these international organizations. 

Now, what can be done, I do not know. There has been some 
exploration in the field, but in Europe particularly everybody has been 
so busy trying to get back on his feet that they have not had time to 
get back to these particular activities, but they are turning to it; and 
1 think in this field of private international organizations there lies 
a considerable potential that has not yet been realized. 

Mr. Futron. I do not intend for you to bring it up here at this 
time. If you could, let us hear how we could integrate such efforts 
of the 1,900 organizations into some sort of program or at least a 
liaison. If you could do that, we would like to have it later. Thank 
you for your fine cooperation. 

Mr. Horrman. It might be possible at a later date to work out a 
liaison between Government and these private organizations. | 
think, of course, liaison has to be done strictly in their private field. 

Chairman Ricnarps. Thank you, Mr. Hoffman, for your testimony. 
I am sure I express the opinion of the whole committee when I say we 
have profited very much by your coming here. 

The committee stands adjourned until 2:30 this afternoon, when we 
will hear Mr. Rockefeller. 

(Whereupon, at 12:40 p. m., the committee adjourned until 2:30 p. m. 
of the same day.) 

AFTERNOON SESSION 


(The committee reconvened at 2:42 p. m., the Hon. James P. 
Richards (chairman) presiding.) 

Chairman Ricuarps. Ladies and gentlemen, we will continue hear- 
on the so-called Mutual Security Program bill. 
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We are privileged to have with us this afternoon the distinguished 
American, Mr. Nelson Rockefeller. Mr. Rockefeller, do you have a 
prepared statement? 

Mr. Rockers ier. No; I have not, Mr. Chairman. I have some 
notes. 

Chairman Ricuarps. Will you proceed in your own way. 


STATEMENT OF HON. NELSON ROCKEFELLER 


Mr. Rockeretier. Mr. Chairman and members of the Foreign 
Affairs Committee, 1 appreciate very much the honor of coming before 
you, and also the opportunity because this bill which is up for dis- 
cussion and consideration contains important elements relating to 
international economic affairs, particularly relations with the so-called 
underdeveloped areas. This is the field I had the opportunity of 
working in for a good many years, particularly during the war. 

Chairman Ricuarps. May I say there that the Rockefeller Founda- 
tion itself is engaged in that field now, and you have experiments at 
a good many places. Where are those places? 

Mr. Rockere ier. I would like to say I am not a trustee of the 
Rockefeller Foundation, nor have I any connection with the founda- 
tion. So, I am not intimately familiar with their program. 

But they have been working abroad in the field of public health for 
the last 40 years, and now in the field of agriculture. They developed 
experience that was very useful to us in the Coordinator’s office during 
the war. 

Chairman Ricuarps. I thought you were a member of that Board? 

Mr. Rockere tier. No; I am not, sir. I have a brother who is. 

Mr. Herrer. Would not Mr. Rockefeller tell us a little about 
himself? He as a private individual, with his brothers, has carried on 
very important experiments. 

Chairman Ricuarps. Will you give us that background in that 
field? 

Mr. Rockere.uer. Before. the war I was associated with private 
companies that operated abroad and had worked in the Chase 
National Bank in some of their foreign branches. 

During the war I was Coordinator of Inter-American Affairs, which 
worked in Latin America in the field of economic and social coopera- 
tion and carried on the information program in that area for the 
United States Government. That was for 4 years. 

The office was an independent agency, reporting to the President, 
but working closely with the State Department, which naturally has 
a direct bearing on the problems before the committee now. 

Then I was a year in the State Department as Assistant Secretary 
for Latin-American Affairs, working with the operating agencies 
outside the State Department. 

Thus I had the opportunity of seeing these relationships from the 
departmental point of view. 

Since the war, as Congressman Herter says, my brothers, and I 
have been doing some experimental work in private development of 
the production, procuring, and distribution facilities of underdeveloped 
countries both on a business basis, and also working through two 
philanthropic organizations we set up in some of the basic service 
areas. 





354 THE MUTUAL SECURITY PROGRAM 


These provide agricultural and nutrition services in collaboration 
with two foreign Governments—Brazil and Venezuela. Last fall the 
President asked me if I would take the chairmanship of the Advisory 
Board on International Development, which was set up by the 
Congress in connection with the Act for International Development. 

The President also asked if the Board would prepare a report on 
international development, which we did. There were 13 members 
of the Board and the report reflects the unanimous conclusion of ail, 
after study with a very competent staff. It has been published under 
the title, “Partners in Progress.”’ It was made public by the Presi- 
dent, and later published by Simon and Schuster as a book. 

That briefly, is the background, Mr. Chairman. 

I would like to speak first, if I may, on certain specific phases of 
the Mutual Security Program bill, primarily economic cooperation in 
the underdeveloped areas, and the economic interdependence between 
Europe, the United States, and the underdeveloped areas. 

Then I would like to speak to the question of money—how much, 
and the question of organization—how to get the maximum efficiency 
from the program which is before you. 

I think perhaps one of the questions which must be in the minds of 
everybody here—and I know it is in the minds of a great many people 
in the country—is, Why should we be worried about the problems of 
international development at a time when we are so concerned with 
our own national security. When we have to spend so much money 
on our own security problems, how can we afford to be concerned 
about international development? 

It seems to me that the answer to these questions is really the 
crux of the problem before us. In order to find the answer, I think 
one has to examine the question of what is the basis of our national 
security. Then find the relationship of our national security to 
international development. 

To do that, I have broken down the question of our national 
security into its two component parts: First, economic and social 
security—the standard of living, the well-being of our own people— 
their opportunity for the future; and second, military security of our 
country—the defense of our freedom. 

I should like to speak on the economic and social .aspect first, 
stressing some facts which may throw some light on the problem 
before us. 

As a nation we have 6 percent of the population of the world and 
7 percent of the land area of the world. Just before the last war 
we produced about 33% percent, a third of the world’s manufactured 
goods, and we produced about 33% percent of the raw materials o! 
the world. The two had been in balance. I have an interesting 
statistical chart showing that growth of production, industrial goods, 
and raw materials from 1899 to 1940. 

It shows a comparable increase in production of both raw materials 
and manufacturing capacity from 1899 to 1940. Then the next chart’ 
shows a very interesting fact which took place after the war, that is, 
that the growth of our manufacturing capacity moved ahead of our 
raw material production. So that today in 1951, we have 50 percent 
of the world’s total manufacturing capacity, while our raw material 
production has barely kept pace, and is still about a third of the 
world’s total production of raw materials. 
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Thus there is a gap between our manufacturing and our raw 
material production. Now we are dependent on foreign countries 
for those raw materials to supply more than one-third of the raw 
material requirements for our factories. 

Mr. Earon. You consider that a permanent condition? 

Mr. Rockeretter. I consider it is going to get worse rather than 
better—that our dependency is going to become greater as time goes 
on. We will be lucky if we can hold the present rate of raw-material 
production in the United States. 

At the same time the present plans of our Government call for an 
increase of more than 20 percent in our manufacturing capacity by 
1953. Through this expansion we will be able to produce all of the 
consumer goods, soft and hard goods, which we are consuming at a 
peak rate, and in addition, produce the guns, tanks, and planes ‘which 
we and our allies need. 

That 20 percent planned increase amounts to more than Great 
Britain’s total current productive capacity for military and civilian 
goods-—a capacity built up over her history as a nation. 

So, in 2 years we are increasing our production by an amount 
greater than England has been able to build up throughout the history 
of her development. That gives you a little feel of the weight of our 
economy in the world scene today. 

Mr. Vorys. Will you say that over again? 

Mr. Rockere.ier. This 20-percent increase in our manufacturing 
capacity, which is at the present time under way, will be completed 
by 1953, and that 20 percent is greater than Great Britain’s entire 
production capacity for military and civilian goods developed through- 
out her history. 

Mr. Vorys. Including her present production? 

Mr. Rocxereuer. Yes. It was the subject of a very interesting 
speech made before the House of Commons by Mr. Bevan, the 
Minister of Labor, at the time he resigned. 

He said that the United States was increasing its production by 20 
percent and asked, Where are we going to get the raw materials? If 
the United States cannot produce them herself, he asked, is she going 
in the world market to buy them? He pointed out that we have 
already bid up the price of raw materials, making it hard for Great 
Britain to compete on price. He asked whether we, the United 
States, were going to take Great Britain’s sources of raw materials 
and, if so, where would Great Britain be? 

Mr. Jupp. Has not General Marshall said that the total defense 
effort for our domestic military program and our foreign-aid program 
will amount to about 20 percent of our total production? 

Mr. Rockere.uer. I would think that was fair. 

Mr. Jupp. So we are increasing our production by roughly the 
amount that we are putting into the expanded defense effort? 

Mr. Rockere.uer. Yes. It represents about $60,000,000,000 a 
year of production. 

I would like to show you the next chart, which shows the total 
world production of raw materials and manufactured goods. 

You will see that from that same period back in the late 1800's 
through to the war period, world manufacturing capacity and world 
raw materials stayed in step. 
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The next chart will show you that after the war the same split that 
we have seen in the United States is taking place on a world basis, 
Manufacturing capacity, including our own, is moving ahead of 
world raw material production. 

The gap now is made up by stockpile use of raw materials nd 
scrap. 

That is a temporary thing which we cannot count on permanently. 
Therefore, we are faced with a very serious problem of getting enough 
raw materials to supply our expanding production in this country— 
production which is the basis of our economic strength. The question 
is from where do we get the raw materials we import. The answer js 
that 73 percent of our needs for strategic and critical materials come 
from the underdeveloped areas. Thus we find that our domestic 
economic strength today depends to an important degree on the 
underdeveloped areas. 

There are a lot of people in this country who do not realize this. 
Take manganese, for instance, for which we are largely dependent on 
the underdeveloped areas. There are 13 pounds of manganese in 
every ton of steel. If we use all we can get in scrap in this country, 
we could produce half a pound of manganese per ton of steel. Thus 
we see that the basis of the great strength of our industrial economy, 
which is steel, is dependent on foreign sources. 

There is another important point also in our relations with the 
underdeveloped areas. 

If at some time in the next 5 or 10 years we have a peacetime 
economy, and our military production goes down, in my mind there 
is a very real question of what we will do with this additional 20 
percent plant capacity. 

We cannot just close the doors of those factories and let the labor 
go unemployed. We have to preserve that production in order to 
preserve the standard of living of this country, and preserve the 
security of our people. 

We may find ourselves sometimes in the not too distant future 
I hope we will—with $60,000,000,000 of productive capacity built for 
armament which is no longer needed. Then we may be looking for 
markets abroad because I do not think our economy can absorb that 
$60,000,000,000 of civilian goods overnight. 

Europe is not going to take $60,000,000,000 of manufactured goods 
from the United States. Europe is also increasing her productive 
sapacity. Therefore, the one area of the free world we can look to is 
the underdeveloped areas of the world for markets. 

If they are increasing their production of raw materials their 
income will go up, their buying capacity will go up, and our trade with 
them will go up. 

I think we have to look to those areas for our future markets on an 
even greater basis than in the past. I can give you a very concrete 
bit of evidence of the possibilities. I remember in 1939 our trade 
with Latin America was running at the rate of somewhat over $500,- 
000,000 a year. Now it is just under $3,000,000,000 a year. In a 
short period of 10 or 11 years the 150,000,000 people of the Western 
Hemisphere have moved forward with a dynamic thrust that gives 
an evidence of the possibilities in other parts of the underdeveloped 
areas of the world. 
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Our dependence on them is very real. But this dependence for 
raw materials and markets on other countries and other people is 
not something that we can take for granted. We cannot take for 
granted that we will be able to obtain raw materials we need from 
other countries, nor that they will buy our manufactured goods. It 
will depend on mutual cooperation. 

Today, cooperation with other peoples in other countries depends 
on the will of the governments and on the will of the people. 1 think 
Iran is a good illustration of the serious condition that one of the 
industrial powers can find themselves in, in this case Great Britain, 
when overnight there is a threat to her major source of oil being gut off. 

The significance of our dependency is highlighted by the situation 
there. 

So much for our economic dependency as a Nation on the under- 
developed areas of the world. Let us take a look for a minute at the 
military aspect of our national security. 

[ remember in 1944 General Embick, whom probably many of you 
knew, who was Chief of War Plans and Chairman of the Inter-Ameri- 
can Defense Board, made a talk to the members of the Board. 

He predicted that after the war there would only be two areas of the 
world that could make war, one the Soviet Union and the other the 
Western Hemisphere. 

He said that in the future, war could only be waged with raw 
materials, industrial capacity, manpower and land mass, and those 
two areas were the only ones that would have those things. He said 
that the balance of power between these two areas would be China. 
China is at the present time lost to the free world. Therefore, we 
find ourselves not only dependent on the raw materials and man- 
power and land mass of the Western Hemisphere, but without China 
the other Asian countries have become doubly important from a 
strategic point of view. 

So we find ourselves dependent on these areas for our military 
production and military strength and security. We find ourselves 
dependent on these areas for material goods, but also for political 
support. With the Security Council not functioning effectively as a 
security agent for the world, because of the use of the veto, the 
General Assembly has become the only body which can take effective 
action, and the majority of the votes in the General Assembly is in 
the hands of the underdeveloped areas. 

Therefore, we find from a military, economic, and political point 
of view that these areas are increasingly important to us as a nation, 
in terms of our own security, or our capacity to preserve our security. 

We face the blunt fact that the United States today no longer 
finds the base of its own security within its own borders. That is a 
pretty startling fact in view of our history of complete, as we thought, 
independence. 

With this dependence on other peoples and other governments for 
the preservation of our national security, the question arises, How 
can we get their cooperation? What is the basis for getting their 
cooperation to preserve our own security? 

I think the answer is really quite a simple one. This cooperation, 
must reflect their own military security, from the point of view of 
freedom, and also their economic security from the point of view 
of human well- being, as much as it affects yours and mine. 


85708—51——24 
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If they feel there is genuine mutuality of interest in cooperation. 
and they are able to find in it the things which they need for their 
security they will be anxious to help us in the things we need for ours. 

Briefly, I would like to examine some of the basic problems which 
these areas face in order to determine the nature and form of our 
cooperation needed to help them meet their security. 

Let us look at Europe’s problems briefly. I hesitate to speak oy 
that subject following Mr. Paul Hoffman who was here this morn- 
ing. But, as I see the picture, Europe is faced with the threat of 
lowered standards of living if she curtails civilian productive capacity 
to produce armaments. That is a situation that could have serious 
reprocussions as you know better than I. 

If they reduce their exports to provide manufacturing capacity 
for armaments, they cut off the essential supplies to the underde- 
veloped areas. About 44 percent of the supplies of the underdeveloped 
areas are for machinery and equipment, spare parts, all of the things 
which the industrial world makes and the underdeveloped world 
needs. They are the items which make for the economic strength 
and the social stability of those countries and they have not the 
capacity to produce them themselves. 

So there would be a very serious problem if Europe cuts off her 
exports of those items. We cannot provide these supplies because 
our economy is already strained. Thus, there is a real danger that 
there could be economic and social chaos in many of the countries 
of the underdeveloped world if they lost their European sources of 
essential supplies. 

Looking at it from another point of view, if Europe cut off her 
exports where would she get her foreign exchange? Foreign exchange 
which she needs to pay for the raw materials and foodstuffs she must 
import to exist. Europe finds herself right up against it, and her 
only answer is an expanding world economy with more raw materials 
coming in and more exports going out, while at the same time she 
expands her plant capacity and production of military goods. 

Let us now look at the underdeveloped areas. You all know the 
general conditions there. There are 1,057,000,000 people in the 
underdeveloped areas of the free world, in Africa, the Near East, Asia, 
southeast Asia, and the Latin-American countries. 

Their standard of living is reflected in their total national income, 
which is $80,000,000,000 for the 1,057,000,000 people, or about $80 per 
person per year. That ranges from around $30 in southeast Asia 
up to $150, Latin America as compared to Europe’s $450 and the 
United States $1,475 per person. 

You know the deplorable health conditions. You know the degree 
of illiteracy. It averages approximately 70 percent. People who are 
on the verge of starvation, who are riddled with sickness and handi- 
caped by ignorance, are not people who can produce and are not people 
who can participate effectively in the development of democratic 
institutions within their own countries. 

Thus the very things we look to them for, both from an economic 
point of view and a political point of view, are almost an impossibility 
under present conditions. 

Therefore, any mutually advantageous cooperation with those 
people, will only reflect their security needs if it gives them some 
chance to better their own living conditions. 
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Not long ago I was at the home of Sir Benegal Rau, the Indian 
delegate to the United Nations. His sister-in-law who is very inter- 
ested in rural problems showed some movies. 

One scene showed two Indians sitting on the bare ground. One of 
them was —— a rope, revolving a wheel which turned the lathe, 
and the other was working with a chisel on a copper bow! fastened 
to the lathe. They represented the rural copper industry. 

Sir Benegal Rau’s sister-in-law said at the end of the movie that 
India had lost her copper exports to the United States. I asked how 
that happened. 

She said that the two men that I had seen in the movie used to earn 
2 cents an hour, but now due to social improvements in the country 
they were getting between 40 and 60 cents per day, and their product 
had been priced out of the United States market. Gentlemen that 
story gives you a perfect illustration of the problem with which the 
worker without machinery is faced in trying to produce and sell when 
he’s up against the skilled worker with machinery. 

In another country we were making an economic survey of this 
particular problem. They were particularly concerned as to how to 
increase their dollar exchange in order to purchase more machinery 
and equipment needed in the development of their country. The 
question was what items they could export for the creation of more 
dollar exchange. 

Rice and wheat seemed to be the two most promising. In that 
country it took 20 men to produce what one farmer in the United 
States could produce. But these 20 men earning 21 cents a day, as 
compared to, say, $4.80 or higher for the American farmer, produced 
wheat that cost twice as much in the world market as the American 
farmer’s wheat. 

There was a real problem of how they could achieve an export posi- 
tion in wheat. The only solution they could see was to cut the wages 
from 21 cents to 104 cents, which, of course, was out of the question. 

I cite these two examples because I think we have reached the point 
where high-priced American labor no longer needs to fear the compe- 
tition of cheap labor. Rather cheap labor has industrial labor to fear. 
The worker with $10,000 or $12,000 worth of machinery and power at 
his disposal can produce much more than labor with low wages and 
low standard of living. 

As the disparity between the standard of living of our economy 
and those of other parts of the world increases, their chances of de- 
veloping their own countries and increasing their production are 
becoming less and less. 

Some people have advanced an interesting analysis, however, which 
| am not in a position to confirm. But it has been pointed out that 
Lenin’s original theory was to win over labor in the industrial areas 
of the world in order to bring about world conquest. But in view of 
the fact that this tactic has not been as successful as it was hoped, 
the strategy now may be to cut off the source of raw materials for the 
industrial world from the underdeveloped areas. In this way it 
would be possible to cripple the economic strngth of the industrial 
world and make it vulnerable to aggression from without or submis- 
sive from within. 

However we reach this position: If this mutually beneficial cooper- 
ation is basic to our obtaining the things we need for our own security, 
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the question is now, How do we bring it about? What base can we 
work on? 

We have to work together, permanently, as nations and peoples, 
not just in the emergency. I frankly have been somewhat concerned 
with the undue emphasis upon emergency in this present bill. 

I think we have to be frank with the people of our own country, 
that our relations with these other countries is not just a matter of 
the emergency, that it is a permanent thing. 

We are dependent on them; they are dependent on us; neither cay 
solve his problems alone. We have to work out mechanisms and 
relationships which will permit us to work together over a continuing 
per iod, and give a sense of stability and confidence to all. 

That is why our Board recommended the centralization of all eco- 
nomic activities in a new agency which would bring them togethe: 
where economic policy could be formulated within the frame work of 
the State Department’s over-all policy, and where operations could be 
effectively and efficiently carried out. 

We felt to put the operation temporarily in ECA indicated ; 
emergency duration, that it would perhaps be misleading. The fact 
is that we can no longer set up emergency agencies and hope within 
2 or 3 years the problem will be gone and we can return to our old 
days of withdrawing within ourselves. 

That is why we suggest a permanent new agency. It is not just a 
problem of government alone. It is not just a problem of giving a 
few dollars for technical assistance. The flow of capital and manage- 
ment must be encouraged and stimulated. This is not a problem of 
government alone, but of all public and private groups and organiza- 
tions. 

Business and production in this country is largely private, whethe1 
represented by the single man on his farm or the big corporation 
All those productive forces must be integrated into the world scene 
if we are to do a job on a long-term basis if production is to be in- 
creased. 

No palliatives or program of long-term charity is going to solv 
the problem. We have given up trying to solve our problem on a 
charity basis or a dole at home. The thing is to help people to help 
themselves to become productive free citizens so that they can carr) 
their own weight and be self-respecting citizens in a strong free world 
We must strike at the roots of the problem. 

I now come to the question of organization, the question of mone) 
and methods. In this bill I think the problem is well and clearly 
presented. I think the objectives are clear and sound as far as thie 
emergency is concerned, but perhaps limited as to the long term. | 
believe too much attention is given to the short term and not enough 
to how this thing is going to move out on to a long-term basis. 

As far as the organization problem is concerned, our Board came 
to the unanimous conclusion there must be a single independent 
agency which can deal with these economic problems, that it must 
report directly to the President and take its policy guidance from thy 
Secretary of State, we found that today 23 United States agencies 
and 32 international agencies are working in this field. Certain) 
this is not conducive to clear policy formulation or effective coordina- 
tion of action. 

Under these circumstances the money that is spent cannot bring 
corresponding results. 
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As far as methods are concerned, I think the ECA, not only in 
Europe but also in the underdeveloped areas in which it is working, 
has done a magnificant job. However, I believe there has been too 
little emphasis on private enterprise and the part that private enter- 
prise can play. Nor has there been sufficient stimulation to encourage 
a larger participation. 

I think there is too much attention paid to so-called technical assist- 
ance and too little attention paid to the problem of financing. I think 
the flow of capital is of major importance, whether it is loan money or 
investment money. 

1 would like to discuss that later, if you would care to have me. 

There is too much reliance on technical assistance as a short cut to 
success. This country did not grow on technical assistance alone; it 
crew on the flow of capital from European savings, and United States 
management which had the ability to use the capital and technicians. 

To have one without the other is like trying to sit on a three-legged 
stool which has only one leg. 

| think there is too much emphasis on aid and the giving of money 
without enough emphasis on the active cooperation in an integrated, 
effective, mutual effort by the individual nations, both through gov- 
ernmental and private channels, as well as through the United Nations. 

Now as far as the amount of money for aid is concerned, I have no 
basis for judgment. However, there is no question about the impor- 
tance of the armament program in this present world scene. There 
must be the strength to resist aggression, whether from within or with- 
out in these countries. 

As far as the European economic program is concerned, there again 
I think its importance is well documented, and I am in complete accord 
with the objectives. Again, however, as far as the amount of money 
necessary for these programs goes, I have not the background for a 
judgment. 

When it comes to the underdeveloped areas, I can say without hesi- 
tation that I think the figure of 512 million dollars which is recom- 
mended is sound providing it is well handled from an administrative 
point of view. The money is largely for expenditures of an emergency 
character and for technical assistance for economic development. 

The Gordon Gray report laid the foundation for the present effec- 
tive approach. I think that he in his report made a major contribu- 
tion. It was extremely well presented. 

Our Board, on which was represented labor and agriculture, busi- 
ness, voluntary agencies, and academic groups, studied the whole 
problem, and we came to unanimous conclusions on all major points. 
As far as the size of Government expenditures, we took the figures 
which the Gray report had given of 500 million and adopted that. 

To be perfectly frank, the problems are so tremendous that it is 
very hard to say what should be spent. 

It is a question of getting started on the basis of a joint effort and 
of creating a sense of direction, of common purpose with the peoples 
of other areas, a sense of common objectives which will give them 
hope and faith in the future. How the money is spent may be more 
important than the amount of money. 

_The most important thing, I think is to get an effective organiza- 
tion which can deal with these economic and social problems, see them 
in their over-all interrelations, see them in relation to the political, 
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military, and psychological factors, integrate them, and then gradually 
develop programs which will be effective. 

They must have money for emergency purposes in many parts of the 
world. So far as the development programs are concerned, we have 
had experience in some parts of the world, like Latin America, where 
we know money has been spent effectively and sensibly. It has been 
proven. 

I would say that the funds called for here for the underdevelope 
areas are not out of line, that experience will tell us as we go along 
what we can do and do intelligently. In my opinion, these moneys 
should be appropriated, and a single independent organization be se 
up to use them effectively. This latter is of paramount taetence e, 
that can intelligently deal with them. 

Perhaps, Mr. Chairman, you would like to have me stop at this 
point for questions, or I can go into more detail on the recommeada- 
tion of the organization itself. 

Chairman Ricuarps. I know that all the members of the committee 
are extremely interested in this point. If you could cut it as short as 
you can. I think we want to get your fundamental ideas on that 
matter. 

Mr. Rockere.uer. I| will then give you briefly the opinions of the 
members of the Advisory Board for International Development set 
forth in our report “Partners In Progress,” with which I concur 100 
percent. 

The first was the essentiality of a single agency. There are new 
problems to deal with and, therefore, the orientation should not be 
simply what it has been in the past. There must be a looking for- 
ward to a permanent relationship with the other free countries on a 
sound basis. The administration should be outside the State De- 
partment but subject to State Department policy, given on behalf 
of the President. It should have responsibility for economic policy 
formulation in the field of international economic cooperation and 
development. 

These are the factors which I think are important: First is the 
integration of the economic problems between the different areas of 
the world. We have dealt in the past too much with Europe as one 
separate area. Latin America as another one, Asia as another when, 
as a matter of fact, they are all interdependent. 

Raw materials from China and Korea which Japan has lost, leave 
Japan today completely dependent on the Western Powers for raw 
materials. What Japan will do in the way of trade and economic 
development in her relation with southeast Asia is going to influence 
what we and European countries will have to do. 

These economic factors are all interrelated, and they must be seen 
from an over-all point of view as far as geography is concerned. 

Second, it is important that the problems of the individual regions 
be given consistent attention and that they not be neglected as has 
been too often the case in the past because of crisis in other areas 
In order to equalize treatment we recommended that the work 
carried out on a regional basis in which divisions will have direc! 
responsibility for certain areas and stay with those areas despite th: 
crises in other parts of the world. 

I think that would give us greater continuity in our dealings with 
such areas as Latin America and Africa. 
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Next, it seemed to our Board very important there be real coordi- 
nation between the economic and the polical, military, and psycho- 
logical phases of our foreign policy. We felt that the economic work 
could more effectively support those and that they in turn could 
support the economic. We can have far more effective foreign rela- 
tions if they are coordinated and support each other. If this is to 
be achieved the foreign economic operations must be centralized and 
not spread around in 23 different departments and agencies as at 
present. 

Another important factor we felt was the integration and coordina- 
tion among the following fields of foreign economic activity because 
they are all interrelated: The production of raw materials and food, 
allocation of essential supplies and scarce materials, development of 
productive and manufacturing facilities, building of public works, 
long- and short-term financing, and basic services such as health and 
sanitation. 

For instance, you could not get rubber out of the Amazon during 
the last war because of disease, sickness, and lack of food. 

Until you could lick those you could not get the rubber. You find 
there is an interrelationship between all of these factors, particularly 
in the underdeveloped areas of the world. They cannot be separated 
from the industrial world because without the flow of machinery and 
equipment and without markets for their raw materials you cannot 
get the development. There needs to be a central agency to deal 
with all these complicated relationships and integrate them. An 
overseas economic agency that can give effective leadership. 

Another point we felt of extreme importance was the participation 
of private enterprise. The proposed agency could give real leader- 
ship in encouraging and facilitating its participation. We recommend 
that a deputy or an assistant director of the independent agency be 
appointed to work with private enterprise. 

United States trade with the underdeveloped areas has been running 
at the rate of about $10 billion a year, and is pushing up to $12 billion. 
That is two-way trade. In contrast let’s look at the point 4 program. 
Last year $35 million was appropriated for it. Thirty-five million, if 
intelligently spent, can be very useful. But when you put $35 million 
against a background of 12 billion of trade, the preservation of that 
$12 billion in trade is more important than the assistance, important 
as that is. Thus it is essential that the overseas economic agency 
encourage private trade and have authority to deal with the problems 
of export controls, essential requirements and procurement and 
development of strategic and critical materials. 

Most important is the question of the flow of private capital. 
Private capital has been going out at the rate of about $700 million a 
year to underdeveloped areas since the war. That is a very small 
percentage of our national income. If private capital were flowing 
from this country at the rate of only 1 percent of our national income, 
it would amount to around $2.5 billion. That amount intelligently 
invested in productive facilities could revolutionize the economic base 
of those countries. 

I have mentioned the great productivity of the American worker 
based on the $12,000 worth of equipment and machinery that he has 
at his disposal in this country. Without machinery and equipment, 
mere technology alone means little to the worker in underdeveloped 
areas, 
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But the savings of the people in the underdeveloped areas average 
only $5 a year. At $5 a year per worker it would take them 2,00 
years to save enough money to buy the $10,000 to $12,000 worth of 
machinery necessary to put them in the same position from the point 
of view of productivity as the American worker. 

Thus it is clear to see that the encouragement of the flow of capital 
from the industrial areas to the underdeveloped areas is one of the 
major problems with which we are faced today, whether it is money 
on el or direct investment combined with local capital. , 

This central agency must take active leadership in solving this 
problem. 

We recommended a special assistant, deputy or director for coop- 
eration with the international and regional economic bodies. 

As it studies and sees these problems, the new agency should be in 
a position to recommend legislation and international agreements 
which will facilitate their solution. 

We recommended specifically legislation to encourage the outflow 
of private capital, including tax incentives. 

We also recommended the use of joint commissions with other 
countries to develop national and regional development programs. 
There was a joint commission during the war, with Mexico, on which 
I had the privilege of serving as the United States representative. 

The results of its work are interesting. Under its direction the 
engineering, the financing and the management was worked out for 
22 power, irrigation, and industrial projects in Mexico. Contracts 
were let for the purchase of necessary machinery and equipment in 
the United States. The minute the war was over those contracts 
went into effect. i 

Those industries are now a vigorous and effective part of Mexico's 
economy. Because of that joint planning instead of dissipating the 
foreign exchange which she had built up through the sale of raw 
materials, Mexico was able to build for the future, and not, as a friend 
of mine said about another country, “In the immediate postwar, 
spending all of their wartime dollars for yoyos and plastic suspenders.’ 

Such joint commissions can be very effective. The recently set up 
United States-Brazilian Commission suffered a great loss the other 
day when its director, Frank Truslow, died aboard ship on his way 
to Rio. He was admired and respected in Brazil and had, at. per- 
sonal sacrifice, left his job as head of the Curb Exchange to go down 
to Brazil. 

In such a cooperative approach we can work along with them and 
help them to work out their programs and the financing of their 
development to the mutual interest of all. 

This can include the development of over-all and specific economic 
plans, the coordination of operations, and the economic support of 
the military. I mention the military here because many of these 
countries are being given military equipment but the impact of the 
added financial burden on their national resources is not always 
figured out in advance. 

Without some pretty careful planning they may run into serious 
economic and social problems as a result. 

As I said before, I feel very sincerely that not only for the under- 
developed areas but also for Europe and Japan such cooperation, 
leading to an expanding world economy, in which all of us benefit, 
can do more than any of us realize. 
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It can revive the sense of hope and faith where it has lagged, and 
can create it where it never existed. I think for our own people it 
will give a sense of purpose the lack of which I think is felt particularly 
by the young people of this country. 

‘I do not think we can overlook the importance of the impact of 
such a program on the peoples behind the iron curtain. If they see 
the free people really moving forward together toward a common 
goal they will tear the iron curtain to pieces as they come out from 
behind it to join the free world. 

On the other hand if we do not take the leadership in providing a 
basis for free peoples to work together in this common interest, there 
are others in the world who are ready to do so. 

In closing may I say, Mr. Chairman, I think that the organization 
for international development when created, has to give primary 
consideration to this question of the out-flow of capital. 

If we do not see that there is an out-flow of capital for productive 
use, the problems which will result from the lack of necessary produc- 
tion will have to be dealt with later on an emergency basis through a 
huge give-away program. This will cost us a great deal more in tax- 
payers’ money than if we had helped the people get on their own 
feet so that they could deal with their own economic and social 
problems. 

The Advisory Board made a series of recommendations to stimulate 
the out-flow of capital including tax incentives, the underwriting by 
the Export-Import Bank of the availability of exchange on foreign 
bonds sold in this country, and an International Finance Corporation, 
all of which T will touch on later, if called upon. 

I do appreciate the opportunity to present my views. 

Chairman Ricuarps. Thank you, Mr. Rockefeller. You have 
really given us something to think about here this afternoon. 

| am going to start at the lower end of the table. Mrs. Kelly. 

Mr. Herter. In about 7 minutes they are going to vote. 

Chairman Ricwarps. We will take a 15-minute recess. 

(Whereupon, a 15-minute recess was taken.) 

Chairman Ricuarps. The committee will come to order, please. 

We will proceed with questioning of Mr. Rockefeller under the 
5-minute rule. I am going to start down at the other end of the table. 

Mr. Hays, have you any questions you would like to ask? 

Mr. Hays. I do, Mr. Chairman. 

Mr. Rockefeller, I would like to say first that I do not know when 
Ihave been as greatly impressed by a presentation. We are all deeply 
grateful to you, sir, for a very excellent story of what has taken place. 

Now, I believe that you rest your case primarily upon the need for 
stabilizing world conditions. Is that a fair generalization? That is, 
rather than any primary economic returns for us. If we were to put 
them in order, you would say primarily the stabilizing of world 
conditions and, secondarily, serving our national economic interests. 

In other words, the two converge in support of America’s interests. 
It is not a matter of other nations against our own. 

Mr. Rockere.ver. That is right. 

Mr. Hays. As a matter of fact, then, the need for such a program 
would still exist if we were to find ways of producing raw materials 
from low-grade supplies which we have. I am thinking of such items 
as Manganese and bauxite, which at one time were probably in abun- 
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dant supply here and were mined economically here, and are now jp 
short supply and mined expensively. In other words, the supply or 
the source of some items has moved to foreign countries. 

If we were to develop cheaper ways of restoring or supplying those 
commodities at home, there would still be the need for this program? 
I am not discounting the tremendous force of your argument on raw 
materials, but I was just trying to think in terms of the priority of 
these arguments. 

Now, you referred to the experience in Mexico, and there I believe 
you said the health program was given considerable emphasis, or 
did you? 

Mr. Rockere ter. I did not mention that in Mexico. I mentioned 
the Amazon Valley, sir. 

Mr. Hays. Yes. It was in South America. Is Mr. Hudgens 
with a private organization? 

Mr. RockeFreuier. Yes. He is director of one of the nonprofit or 
philanthropic organizations we set up. 

Chairman Ricuarps. And he is a good man. 

Mr. Rockere.ier. Hear, hear. 

Chairman Ricuarps. I know that. 

Mr. Hays. He is from South Carolina. The record should show 
that. 

Chairman RicHarps. He was my old captain in the First World 
War, and I have known him ever since. He is a wonderful man and 
has great ability. I can vouch for that. Although, he has had a few 
knocks around this Congress himself when he was down here. 

Mr. Hays. As a matter of fact, the experience Mr. Hudgens had 
with the Farm Security Administration—which was an American 
form of Point 4—— 

Mr. Rockere.uer. Exactly. 

Mr. Hays. That is, for our own underdeveloped areas—gave him 
fine equipment for this service. 

Mr. Rockerevuer. Exactly. 

Mr. Hays. That is one of the reasons why I mentioned it, Mr. 
Chairman. 

Mr. Rockeretuer. I appreciate it. 

Mr. Hays. When I was in Mexico a year and a half ago I went out 
to meet Mr. Harrar at the Rockefeller Foundation Headquarters. 
He told me of that splendid nongovernmental program. That sort 
of thing, on not too grand a scale, but on a large scale, is what we are 
projecting in this program? 

For example, I think he gave me these figures. For the first time 
in 35 years, as a result of this program, Mexico was able to meet 
domestic needs. The country imported no corn in 1949. 

Mr. Rockeretier. That is right. 

Mr. Hays. That has tremendous significance in terms of nutrition 
for the population and, in turn, tremendous productiveness for the 
people. 

Now, concerning the point you made about the world needing some 
form of structural relationship, Mr. Rockefeller, I would like to take 
that up. It fits in with what Mr. Hoffman said this morning about 
our place of leadership in the world. The world is going to be organ- 
ized, and if we fail in leadership qualities, as I understand it, yow 
point is that others not so democratically minded and not so devoted 
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to the things in our civilization that we cherish, will organize neglected 
areas. 

Mr. Rockere ier. That is right. 

Mr. Hays. There will have to be a structural relationship. So 
that you feel we aré serving in this program the twofold ends of great 
cultural and spiritual goals and an economic program that serves our 
own ends and our own economic system, and is justified by that. 

We are greatly in your debt, sir, for developing those two points. 

Mr. Rockere.uer. I appreciate that, sir. 

Congressman Hays, might I make one comment on that? 

Mr. Hays. Yes. 

Mr. RockereLLterR. Where you mentioned at the beginning the 
stabilizing of world conditions I would like to add to that the creation 
of a dynamic forward motion. It seems to me that is a very impor- 
tant part of it. Our own economic life and our own political life have 
evolved in an expanding economy. We were very fortunate in being 
able to expand domestically. We reached new frontiers with increased 
markets and increased production. An expanding economy fosters 
free institutions, and a contracting economy is very hard on free insti- 
tutions, as we can see today from the problems Great Britain is facing 
domestically. 

So I think one of the important things is the development of an 
expanding world economy within which all nations can move forward. 
No longer can we expand within our own borders alone. We have to 
participate in an expanding world economy to get the benefits we 
enjoyed in the past from an expanding domestic economy. 

Mr. Hays. Thank you. 

Chairman Ricuarps. Mr. Reece. 

Mr. Reece. Mr. Chairman, I do not know whether I have a 
question. I have an observation that might lead up to one, though. 

Am I right in the thought that over the years American initiative 
has taken the leadership, maybe not on a world-wide organized basis, 
in the development of the other countries, which has been done largely 
through private initiative and private enterprise, and which resulted 
in our nationals having tremendous investments in almost every coun- 
try, and which had a tremendous importance in furnishing technical 
assistance and encouragement to the development. of that industry, 
and in providing wider opportunities not only for the countries them- 
selves, but for the individuals? 

Now, as a result of, or, rather, following the turbulent conditions 
arising out of World War II, that has become very much stabilized. 
The risks have become great. There has not been as much of that 
going on. The Government has stepped in and it has furnished in 
one form of assistance or another some $30,000,000,000 for foreign aid 
or foreign assistance. 

Without discussing the merits of that aid, it has to a very consider- 
able extent gone for services and consumer goods. Possibly to a cer- 
tain extent of necessity. But, after the expenditure of these really 
tremendous sums—because, after all, when you begin to get into the 
the business it is a lot of money and it does not make any difference 
what nation is furnishing it—but one thing that disturbs me some- 
what after all this has been done is the thought as to whether we have 
set up as a result of our expenditures and our efforts not so much organ- 
izations in the different countries, but whether we have set in motion 
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economic forces that constitute a permanent effort which improves 
the standard of living of those various peoples; or, whether we spent 
this money to its best advantage except for the temporary assistance 
that is given? 

I have been somewhat disappointed, and that gets back to the 
statement that you embodied in your general discussion, as to whether 
‘we, in connection with this Government effort, had brought in suffi- 
cient cooperation from private industry and used our efforts and our 
guidance and our expenditures to help and encourage setting up of 
industrial and manufacturing activity in this country which provides 
increased opportunity for the people and has a tendency to increase 
their standard of living. I do not know to what extent the question 
was raised in connection with Mr. Hoffman’s testimony this morning 
by Mr. Hays about the fact that the standard of living of the individ- 
ual has been very greatly improved. 

I just wondered to what extent we had furthered the systems that 
tend to improve the standard of living of the individual and provide 
opportunities to him. That is more or less of a general observation, 
but it is one thing about all of this that gives me some cause for concern 
in my own mind with regard to justifying the expenditures. 

Mr. Rockxeretuer. [ see the point you make there, and frankly 
I agree with it. 

I might put it this way: On the private investiment side historically 
American capital has gone abroad for two purposes: One, to get 
raw materials we needed; the other was to sell manufactured goods 
we had in surplus. Those are the two motivating forces, to over- 
simplify it a little. 

As markets abroad were established, tariffs were raised, United 
States manufacturers started first assembling abroad, and _ finally 
manufacturing. Opportunities for capital were so great at home that 
United States capital only went abroad for these specific purposes. 

However, in contrast, European capital went abroad to find an 
outlet because opportunities abroad more often than not offered 
greater returns. It went into a much broader range of investment 
that benefited the internal economies of other nations. Our capital 
has done a great deal to help develop the economies of other countries. 
However, that has been largely incidental to its primary purpose of 
getting raw materials or selling United States goods. 

I think private capital in this country must be encouraged to go 
abroad to cooperate directly in the development of economies of other 
countries., 

Now, as far as Government aid is concerned, I think the history of its 
origin and development explains part of your concern. It really was 
initiated during the war. We started out with emergency relief 
UNRRA—ight after the war. This was followed by a series ef loans. 
However, as communism spread in Europe, it became clear that relic! 
alone could not do the job. Thus the Marshall Plan was initiated 
and the ECA established. The basic objective here was rehabilitation 
to build back production and standards of living. Only in the last 
year or so has the concept of development as such entered the picture 
as far as the Government is concerned. 

I would like to make one other point, and that is this: There are 
three major areas of international economic relations. I think to 
bring those out clearly helps one to understand the problem. 





THE MUTUAL SECURITY PROGRAM 369 


First is production and distribution of goods, whether by a small 
farmer or a big manufacturer. That is a private enterprise function 
in the free world. That is not an area in which government can be 
directly active. 

Second is the area of basic services, such as public health, sanitation, 
agricultural extension education, and so forth. Those are largely 
Government services, and that area is largely a Government area 
although private philanthropic organizations have pioneered inter- 
national cvoperation in this field. 

Then there is a third area, which is public works—roads, highways, 
railroads, ports, power, irrigation. ‘hat is an area where private 
enterprise and Government have been both active. 

If, when we are talking of international development, we keep a 
sharper focus on which of those areas we are talking about, then it 
becomes a lot easier to determine whose function it is. 

Really, this whole field is not a field that Government alone or 
private enterprise alone can do. It really calls for cooperation 
between the two 

There is a place for both. Particularly there is need for the en- 
couragement of private capital. There is also the need for the develop- 
ment of new financial vehicles. 

Chairman P«cHarps. The gentleman’s time has expired. 

Mrs. Kelly. 

Mrs. Keviy. Thank you, Mr. Chairman. I do want to express my 
appreciation to Mr. Rockefeller for being here today, and I do want 
to say I read his report when it first came out with a great deal of 
interest. 

I wonder, Mr. Rockefeller, to what degree, if any, the United 
States could restore some of our own raw material deposits in this 
country, for instance, copper? I know | have been present at hearings 
where there was a great deal of discussion on the part of some of our 
mining interests that some of our copper mines were filled with water. 

Do you believe an expenditure at that end should be appropriated 
by Congress, or do you think that those mines have given all they 
could? 

Mr. Rockere.Ler. Well, I am not really in a position to speak 
authoritatively on that question, but if 1 understand the subject that 
you are raising, we have certain marginal properties in this country 
which are higher cost operations than those abroad. 

The question is, from a national economic and security point of 
view, is 1t worth giving a subsidy or paying a higher price for domestic 
produc tion than for produc tion from foreign operations? That is a 
question on which I frankly am not in a position to speak. I think 
it is a question of national policy. 

Mrs. Kexiity. Due to the fact that a large number of our imports 
consist of strategic materials, do you believe that sufficient funds 
have been earmarked in this bill ‘to help the productivity of our 
undeveloped areas.? 

Mr. Rockere.ier. Not as far as raw materials are concerned. I 
do not think there is very much in this bill which really directly relates 
to the increasing of production of raw materials. There are other 
agencies dealing with that, but personally I feel, and I know the Inter- 
national Development Advisory Board felt, that they should be very 
intimately interrelated. If you are to increase the production of raw 





370 THE MUTUAL SECURITY PROGRAM 


materials in a country, you must have transportation and housing, 
public health and sanitation work, and the other services that are 
needed in connection with economic development. One of the very 
fortunate things in connection with this whole question of economic 
development of the underdeveloped areas is that we do need their 
raw materials. Then there is a mutuality of interest that gives the 
base for an intelligent and effective program of cooperation. 

Mrs. Ke.iy. I stayed away from the word “assistance’’ because | 
knew you did not like that. 

Mr. Rockeretiter. Thank you very much. 

Mrs. Ketiy. Then on your organization, the Overseas Economic 
Administration, from this report, if 1 remember it correctly, that is 
more or less in the administration field entirely. 

Mr. Rockere.titer. No. We recommended there be created a 
separate agency into which ECA, the TCA Point 4 functions presently 
located in the State Department, the Institute of Inter-American Af- 
fairs, and other overseas economic operations would be placed. We 
recommended that the Bureau of the Budget should study such opera- 
tions as export control and foreign procurement, etc., and come up 
with a recommendation as to how they can be integrated with the 
other functions in an over-all Overseas Economic Agency. Thus our 
whole foreign economic policy and programs would be coordinated 
and operated under one direction. 

Mrs. Keuiy. I was very much interested in that because I had 
hoped we would have a director to coordinate all of our overseas 
agencies, including the military. 

Would you include the military appropriations under that? 

Mr. Rockerevuer. Frankly, that was a new thought to me. | 
cannot see how the military program can be intelligently handled by 
an economic agency. It seems to me the Army, Navy, and Air Force 
are not going to relinquish their powers in that area, nor should they. 
They are the ones who are qualified to judge what is needed and what 
can be done in the military field with other nations. If there is a 
question of whether certain material be produced abroad, and how 
would it affect the economy of another country, then I think the 
military should consult the economic agency, and that they should 
take over at that point and cooperate with the military. 

As I see it, there are four basic factors in our foreign economic rela- 
tions—political, military, economic, and psychological—there needs 
to be clear direction and policy formulation in each area, but close 
coordination between them. I would not favor putting them together, 
but would have them work closely together where there was a com- 
munity of interest. 

Mrs. Ketuy. I agree with you as far as the military is concerned. 
However, I do think we need the common items to be incorporated 
under this single agency. I think we will get to the point where we 
would save a great deal. I do not like the purchasing angle of the 
military. I would like to have it incorporated under this in order to 
direct not the policy, but to oversee the expenditures. Let us put it 
that way. 

Mr. Rockrre ier. Where production was being contracted for 
abroad I should think the economic agency could be of assistance. 
Where it is to be determined how much of a certain type of equipment 
can be used effectively in one country, and how the men can be trained 
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to use it, I do not see that an economic agency could contribute. If 
the economic were not separated in that agency from the military | 
should think it would be extremely difficult for either of them to 
develop effective programs. 

Chairman Ricuarps. The gentlewoman’s time has expired. 

Mrs. Ketiy. Thank you. 

Chairman Ricuarps. Mr. Herter. 

Mr. Herter. In connection with a single agency which you have 
in mind, I recall in your report that you went pretty far from the 
point of view of suggesting further financing bodies to supplement the 
work of the Export-Import Bank and the World Bank. ‘The first 
thing, it seems to me, is how you can coordinate the Export-Import 
Bank and the World Bank in this picture. That is not a very easy 
thing to do. 

| take it your supplementary financing agency would have largely 
to do with equity financing. Is that not the idea, or is it partly equity 
financing and partly debt financing? 

Mr. Rockere.uier. There was one additional one—the financing 
of public works essential to development which could not be financed 
on either a debt or an equity basis. It was for this reason that we 
suggested the possibility of an International Development Authority 
administered under contract by the International Bank, but with a 
separate board that had policy responsibility. The Authority would 
receive funds from all of the nations in the United Nations or the free 
world who were willing to participate, according to their capacity. 
Thus the Development Authority would have funds that it could 
make available on a grant basis to projects financed by the Inter- 
national Bank to supplement the loan where the loan was not enough 
to make possible the development of the public works. 

Mr. Herter. Has not the bank itself in its experience found that 
quite frequently it could make a good loan if there were alongside of 
it some sort of a grant that could be made for transportation facilities, 
or something of that kind? 

Mr. Rockere.uer. That is right. 

Mr. Herter. Which would justify what they considered a worthy 
loan otherwise. 

Mr. Rockerevier. Exactly. I might say, if you permit me, that 
one of the reasons why we felt that this was important was: That 
public works are basic to development. Without roads, or power, or 
irrigation, and so forth, an area cannot develop effectively. The 
development might be important not only to that area, but to the 
free world as a whole because it involves the strength of that nation 
or strategic raw materials for export. However, we did not feel the 
United States should make large-scale unilateral grants to other 
countries for public works except during the emergency. We felt it 
could be justified neither to the Congress nor the people. We felt 
also it might bear the seeds of international political corruption. 
Embassies in Washington might be judged in their own countries by 
how much money they got out of the United States in the form of 
grants or gifts. It would put an entirely wrong emphasis on our 
political relations with other countries. 

Therefore, we agreed that while the United States should not con- 
tinue a large-scale program of direct grants for public works after the 
emergency, it must find some way to participate with other nations 
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on an international basis, promoting basic developmental projects, 
Therefore, we suggested the formation of an International Develop. 
ment Authority. 

I would like to give just one illustration of how it might work. 
The tensions in the Near East between the Israeli and Arab groups 
are well known and can have very serious repercussions not only jn 
that area, but throughout the world. One of the problems is the 
settlement both of people coming into Israel and the 750,000 dis. 
placed Arabs. 

If for instance it were possible to develop a Jordan Valley Avy- 
thority which cut across Arab territory and Israeli territory, and 
opened up lands for both groups for settlement, it might be the 
basis of resolving the serious international problem as well as one of 
the major economic and social problems of both groups. Neither 
of those groups can do it alone. They do not have the money, nor 
are they likely to get together. But if there were an International 
Development Authority working with the International Bank, the 
Bank might organize the Jordan Valley Authority and make a loan 
for half the amount and then secure from the International Develop- 
ment Authority a grant to make up the other half of the funds 
needed. Thus broad objectives would be realized which are in the 
interests of all, but which today cannot be accomplished because the 
mechanisms do not exist. 

Mr. Herter. Have you examined into the possibility of the creation 
of that authority under the existing charter of the World Bank? 

Mr. Rockeretuer. Yes. We discussed it with the World Bank 
and while they agreed that it was within their powers to establish 
an International Finance Corporation, they felt that there would 
have to be a new international convention in order to create the 
authority. 

Mr. Herrer. So it would have to be done internationally. 

Mr. Rockereuer. Yes. 

Mr. Herter. It cannot be done unilaterally by ourselves, merely 
by the passage of legislation. 

Mr. Rockeretuier. No. In this connection it is interesting to 
note that the four members of the United Nations Commission which 
recently made a study recommended the formation of an Interna- 
tional Development Authority and an International Finance Cor- 
poration. If you permit me, I might say a word about the Finance 
Corporation. 

It was largely designed to help mobilize investment capital for 
productive use in the underdeveloped areas. There are no invest- 
ment banks in those areas and the savings are small, and they have 
no channel through which to join together to finance productive 
enterprises. In addition, American capital has great difficulty in 
finding partners in those areas, and they cannot sell securities because 
there is no market. They need United States and European capita! 
to join with local capital. 

We recommended that the International Bank set up an Inter- 
national Finance Corporation as a subsidiary corporation and that 
it invite the member countries to subscribe to a preferred stock on 
the same percentage basis as their participation in the Internationa! 
Bank. The International Finance Corporation would then be in a 
position either to loan money against senior securities or participate 
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in nonvoting common stock in the local currency of any one of the 
underdeveloped areas. For example, if you wanted to set up a shoe 
factory and were willing to take your machinery with you but did 
not want to convert dollars into pesos or rupees; or whatever it was, 
because of the added exchange risk, you could get local capital for 
equipment and building expenses through the International Finance 
Corporation. The corporation in turn, when the business became 
successful, would resell the securities to small investors, and in that 
way act as an investment bank on an international basis. 

We explored the possibility of having the Export-Import Bank 
perform this function. The Bank did not want to do it, and any- 
way it seemed better that this function should be performed by an 
international institution. 

Mr. Herter. Has not the World Bank done that on a limited 
scale in Turkey, for instance, in setting up a local bank? 

Mr. Rockeretier. Yes. Through a round-about method which 
is cumbersome for them. At present, they have to set up a small 
corporation and go around Robin Hood’s barn legally rather than do 
it directly through an investment capital subsidiary. 

If I may do so, there is one other pomt I want to bring out. Before 
the war there was considerable investment in foreign-dollar bonds 
sold in this country. A sound railroad or a sound utility, or a man- 
ufacturing company in India, or Brazil, or Africa, could sell dollar 
equipment bonds to buy machinery in the United States. 

However, with increasing exchange restrictions this became more 
difficult because of the risk of not being able to get exchange to meet 
the interest and amortization payments. To meet this situation we 
recommended that the Export-Import Bank—and this is the only 
form of guaranty we called for—underwrite the convertibility for a 
fee. Thus if the Paulista Railroad of Brazil wanted to buy railroad 
equipment in the United States, which they did recently, they would 
be able to offer dollar bonds to United States investors with an under- 
writing by the Export-Import Bank covering the availability of dollar 
exchange with which to meet interest and amortization payments on 
due date. For the underwriting of this risk, naturally they would 
pay a fee. In this way sound foreign companies should again be able 
to sell dollar bonds in the United States market. This should open 
up an important source of investment money for foreign countries. 

| have a chart here which shows past trends in this field. You will 
see that the black line on this chart indicates the dollar bond sales in 
the United States. This is our total United States investment abroad. 
These are local currency investments, both long and short-term. 
You will see Canada is practically the only country which sells dollar 
bonds in the United States. Few others do because of the fear of 
exchange risks. Canada has a total of $1,525,000,000 dollar bonds 
outstanding in the United States. Europe and Latin America have 
very small amounts. Most of the United States investments in Latin 
America are direct investments. 

These charts, representing facts pertinent to the subject are avail- 
able, if the committee would like to have them in photostat form, as 
statistical material. 

Mr. Herter. You have not assembled these charts in any publi- 
tation or anything like that, have you? 
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Mr. Rockere.ier. Some of them we used in the report, Partners 
in Progress. However, I am sure the Advisory Board would be very 
glad to have photostatic sets made for the members of the committe 

Here is a very important one. This shows the trend in differen; 
tvpes of United States investment abroad by United States manu- 
facturing concerns during the period 1919 to 1949. Investment 
abroad in this field increased slowly during the thirties, and then dur- 
ing the recent years it has gone up substantially. Petroleum sinc» 
the war has gone up very sharply, while the total investment in public 
utilities has gone down. Mining and smelting have stayed about the 
same. ‘These are indicative trends. 

Now, here we have the figures on the amounts invested in the field 
of distribution. That affects the internal life of a country, and that 
is starting to go up. 

Mr. Vorys. Is that chart in billions? 

Mr. Rockerevuer. Yes; billions of dollars. Sears, Roebuck has 
set up 20 stores in Latin America which have had a significant effect 
on merchandising methods in Latin America. It has been a most 
important thing from the point of view of the domestic economic life 
in those countries. Sears is now working with the local manufac- 
turers to help them in introducing new methods of production at 
lower costs, improve style and quality and increase volume. That 
kind of cooperation is very important. 

Mr. Herter. Mr. Chairman, I think it would be very important to 
get photostats of these for the committee. 

Mr. Rockere.uer. | will see that that is done with great pleasure 
This chart shows American investment abroad since the war. It has 
gone mostly to Latin America and the Middle East. 

Here are the various fields into which it has gone. Petroleum has 
been the largest one—$1,800,000,000. Manufacturing and distribu- 
tion next. Mining and smelting are very slow, and yet the Govern- 
ment is supposedly making every effort to step it up. Public utilities 
lost ground to the tune of $171,000,000 invested abroad. They have 
been liquidating their investments abroad. Statistically these charts 
are quite interesting and very revealing. 

Mr. Reece. Has the movement toward nationalization affected 
the investment in utilities and mining? 

Mr. Rockeretier. I think the small return on utilities invest- 
ments, due to the refusal to grant rate increase, and rising costs, has 
resulted in their just amortizing their investment and not reinvesting 
the funds. There has been some expropriation, but I think really it 
is a rate problem and low earnings more than anything else that has 
caused a decline in United States investments abroad in this field 
Naturally rates are a very hot political subject abroad, as they ar 
at home. However, the result is that there is a growing shortage 
of power in most of the underdeveloped areas. 

Mr. Barrie. Mr. Herter, I have just consulted with Boyd. He 
will get these charts photostated. 

Mr. Herter. That will be fine. 

Mr. Barrie. Your time is up, Mr. Herter. I believe Mr. Roose- 
velt is next. 

Mr. Roosevett. I have no questions, but simply want to apologize 
to Mr. Rockefeller for my own and that of the other members’ rather 
scattered attempts to be here, because of the importance of the 
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Mr. Barrie. Including several votes. 

Mr. Roosevett. That is right. 

Mr. Barrie. Mr. Javits. 

Mr. Javits. Mr. Rockefeller, I would like to join with Mr. Roose- 
velt in that. I hope you will understand that is why I will be leaving 
after these questions. However, I do have some questions. 

Do you feel, in what you have outlined in this Partners in Progress, 
that you have tried, or at least made a beginning at outlining what 
should be the role of American leadership in the world? 

We have all heard a great deal about the fact that we are said to be 
“shoring up” status quo regimes’ bad land holding. We know, for 
example, a good deal about practices which are at the heart of so much 
that is retarding the underdeveloped areas. Do you feel that this out- 
line showing what is needed if the world is going to continue the upward 
march industrially is an ample supply of raw materials, and that this 
involves a natural partnership between the developed areas and the 
underdeveloped areas, and that you are laying out a plan for such 
partnership which is truly the American system in world leadership? 

Mr. Rocke¥Fe.uer. Yes. 

Mr. Javirs. So when you speak of an independent agency which, 
as I reeall it, you called the Overseas Economic Administration, you 
are speaking of an agency which is going to symbolize and make con- 
crete that program? Am I correct in that? 

Mr. Rockere.ier. You certainly are, and you have expressed it 
perfectly. 

Mr. Javits. So it is of very great importance in the foreign policy 
of the United States, and this truly should be a new program, which is 
what everybody here has been saying. 

Mr. Rockere.uer. | think it is essential we have it for our national 
interest. 

Mr. Javits. Do you feel by doing that, by concentrating on the 
economic-development side in this way, in this partnership, by which 
we get raw'materials and we give know-how and we invest capital for 
manufactured goods and for better agricultural practices, and for 
roads, and harbors, and health education, and so on- 

Mr. Rockere.iter. Pardon me. You do not mean “give’’ but you 
mean “invest”’; do you not? 

Mr. Javirs. Yes. We invest. Do you feel by this partnership we 
ean cut through to the heart of the difficulties created by archaic 
economic and social institutions in these areas without force—or 
revolution—bringing about the needed changes? 

Mr. Rockere.ier. Very well put. I think it is exactly what will 
happen. Through that dynamic evolution forward the social changes 
will move with the economic strength. 

Mr. Javirs. And the partnership is 50-50 on both sides. We get 
dollar for dollar everything we invest in the way of raw materials, 
which we urgently need? 

Mr. Rockrere ier. Exactly. And they get vice versa, the same. 
Mr. Javits. Is it a fact that for the most part these are raw mate- 
rials could not be developed in the United States? 

Mr. Rockeretier. They do not exist in the quantities we must 
have. 

Mr. Javrrs. As to the raw materials in this country, obviously we 
are running down on the petroleum, and we do not have bauxite, 
and various raw materials. 
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Mr. Rockere.uer. If we can-maintain our present rate we are 
doing well. 

Mr. Javirs. If our economy is to move up productionwise in out- 
put—not in dollars, but in actual output—we have to have these 
raw materials. 

Mr. Rockrreturr. Exactly. 

Mr. Javirs. And to Europe they are even more necessary than 
they are to us. 

Mr. Rockere.tier. Exactly. 

Mr. Javirs. One final question. You spoke of this as a program 
for youth. Could you take the rest of my time and just tell us why? 
Because of all of the problems of our country domestically which to 
my mind are the most serious, the one which stands out is that of 
giving our young people a feeling that in this world you ean still go 
out and make money and become independent and really get some- 
where in the traditional way in which we have known it in the United 
States. It seems to them so often that they face frustration in our 
own country. 

Would you be good enough to say something about that? 

Mr. Rockere.ter. First I would like to say that you have ex- 
pressed much better than I can, Congressman Javits, the essence of 
this concept, and I would like to associate myself with your very clear 
remarks. 

Secondly, as far as youth is concerned, I have been traveling 
around the country for the last few months since the publication of 
the Board’s report, making talks on this subject. Included in these 
talks have been various university groups and other groups of young 
people. I have found more interest among them, and perhaps more 
enthusiasm for the possibilities in this kind of cooperation on a world 
basis than in any other group in the country. 

With the closing of our own frontiers there is hope that other 
frontiers still exist in the world. These young people are seeking 
new opportunity, the chance to move out, to go to other parts of the 
world. 

Our country was settled by people with that dynamic urge to find 
new opportunities, and they found them for many years in the coun- 
try. Now the opportunity seems to be in other parts of the world. 

‘Secondly, I think the young people of this country naturally as- 
sume that we are an integral part of a world scene, and they want to 
be indentified positively with that world scene. I think they want to 
feel that we are not just working for our own limited interests as a 
Nation, but that we are working for our interests plus the interests of 
the people of the world as a whole. I think psychologically that is a 
very important factor. I feel the same myself. 

Mr. Javits. Thank you very much. 

Mr. Rockereiier. Thank you. 

Mr. Barrve (presiding). The gentleman’s time has expired. 

Mr. Ribicoff. 

Mr. Rrercorr. Mr. Rockefeller, I gather from what you have said 
you believe there is still ample room for United States capital and 
United States private industry to take part in the development of 
this program. Yet there have been quite a few of us in this committee 
who have been interested in that end and who find very little en- 
couragement from the people who have been charged with the various 
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parts of this governmental program. They tell us that even with the 
various guaranties there is basically no interest on behalf of United 
States capital or industry to take the attendant risks of going abroad, 
with the lack of stability there, when the incentives are so much greater 
for the equivalent amount invested in time and money in the United 
States. 

Under those circumstances, what do you think is the important 
factor needed to bring in private capital as part substitute for the 
taxpayers’ collars? 

Mr. Rockere ier. I am delighted you asked the question and put 
it as you did, because that is a pretty fair description of the point of 
view which exists in most of the agencies, and of the problem itself. 
Our advisory board studied this question with great care. 

First, we came to the conclusion that guaranties were not the 
answer. Guaranties are not what make private enterprise function. 
It is a profit-and-loss system. It is a system of risks and gains, and 
guaranties are not an integral part of the motivating forces of the 
system. Therefore, we came to the conclusion that guaranties would 
not serve the purpose. 

With the opportunities which exist, as you mentioned, for profitable 
investment at home, and with the high taxes necessary for our Gov- 
ernment to meet the social and the security responsibilities which the 
people of this country want, there is no poimt in capital going abroad, 
where the risks are far greater than they are at home, and where the 
returns are very little greater, if on the basis of having overcome those 
risks they make an earning, when the earnings are then taxed at the 
same rate as domestic earnings. 

Therefore, we felt that the only major stimulus which could be 
given to the outflow of capital would be the removal of domestic taxes 
on earnings from abroad and allowing those earnings to pay only the 
taxes of the countries in which the earnings are made. 

Mr. Rreicorr. But in the light of the world instability, and of 
course we deal with it all the time and we have to recognize it, do you 
think private capital, even on that basis, would go out? I think we 
agree that the question of unlimited profits from investments abroad 
is wrong. The Iranian oil situation proved that point. 

Mr. Rockereiyier. Correct. That is right. 

Mr. Ristcorr. So, therefore, private capital X goes into country Y 
and sets up some sort of an arrangement, with the hope the arrange- 
ment would take in local capital too on a sort of partnership basis. 

Mr. Rockerevier. That is right. 

Mr. Risicorr. And they would get a fair return, commensurate 
with the risks. 

Do you believe, in view of the question of expropriation and the 
question of revolution and the question of changes that could take 
place, that they would risk their capital on the basis of not paying 
the double taxation? Do you think that? 

Mr. Rockere.uer. It is not always a question of double taxation, 
because where a United States company has a majority ownership of 
a foreign company local taxes can be deducted from United States 
taxes. It is the difference in tax rates on corporate earnings, let us 
say, of 15 percent paid in most of the underdeveloped areas, and 47% 
percent or 52 percent, or, let us say, around 50 percent tax on corpo- 
rate earnings here. That is a tremendous difference. 
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_ Mr. Risicorr. I know about the tax, but let us say company 4 
is going into an underdeveloped area and invests $1,000,000. I mean, 
if it is a sound business with a sound end in view, it is obvious they 
are not going to start drawing profits the first year. It is going to take 
them some time before they can start earning. 

Now, the average businessman might feel it would take him 5 years 
before he can start getting a return. Do you think he will make that 
investment of $1,000,000 on the tax incentive alone, separate and 
apart from the assurance that his capital will not be in jeopardy 
during the time it will take him to start earning on his investment? 

I think this is a great problem or hurdle we have to jump. 

Mr. Rockere.uer. I know that some will not agree, but I do not 
think the expropriation or confiscation risk is as big a hurdle as a lot 
of people think it is to private capital going abroad. People talk 
about it a great deal, and there have been cases of it. But I believe 
a company that goes abroad and renders a useful economic function 
in another country runs very little risk of having its property taken 
away if the people and the Government of that country feel it is 
serving their interests. 

Mr. Rrsicorr. Then it becomes very important as to the type of 
investment that is undertaken. 

Mr. Rockere.uer. The type of investment and the manner in 
which the company conducts itself in the country abroad. I think 
increasingly capital today is recognizing its responsibility to the com- 
munity—its social responsibilities abroad, just as it does at home, 
and I think foreign countries are responding to that recognition. 

Mr. Risicorr. From your acquaintanceship and personal experi- 
ence, do you think that there is American capital today ready to go 
abroad? 

Mr. Rockeretuer. Yes;I do. Capital is now going at the rate of 
about $700,000,000 a year. 

Mr. Risicorr. Which, as you said, is basically little, considering 
the amount of our production. 

Mr. Rockere.uer. | was talking to an executive of a corporation 
just the other day who was considering setting up a manufacturing 
establishment abroad. They figured their returns would be such 
that they could write off the investment or get their capital back 
through earnings in X years. But when they had to pay the domestic 
United States tax on top of that, the period of return was so prolonged 
that they could not afford to run all the contingent risks of exchange, 
and so forth. So, they did not make the investment. 

I think there are many marginal operations where corporations 
would go abroad if it were not for the high rate of domestic taxes 
which is levied on foreign earnings. I think everybody would be sur- 
prised at how much private capital, in addition to corporate capt 
tal, would go abroad, if private capital were given relief from domestic 
taxes corresponding to the relief recommended for corporate earnings 
from abroad. 

Mr. Risicorr. Just take another facet of your statement. Say 
the main problem is the question of production and distribution, and 
that has mostly been by private enterprise in this country. I think 
you said that would be the pattern that would continue. But all over 
the world you find a solidification in government control of business 
and enterprise in exports and imports. Certainly that is the case be- 
hind the iron curtain. We saw Hitler doing that with Germany. 
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Mr. RockEeFretier. Yes. 

Mr. Rrstcorr. As some of these newly developed countries are 
coming up with a nationalistic spirit, it does not seem that private 
enterprise is playing too great a part in these young countries, which 
‘are so basically poor and probably are in a position now and in the 
foreseeable future of controlling their exports and imports on a govern- 
mental basis. 

Do you think that the United States could assist in that type of a 
world market, where it might find itself one of the few countries on a 
private enterprise basis, dealing with all other countries on an export 
or import basis where the Government controls? 

Mr. Rockere.uer. | think it is going to be extremely difficult and 
is going to force more and more controls domestically on our economic 
life. 

Mr. Risicorr. In the United States. 

Mr. Rockerevier. Exactly. Because our economy is integrated 
and interdependent with the economies of these other countries. 
Therefore, I think we have to do everything possible to make available 
the tools which have made this country great, which are the tools of 
private enterprise. We must give those tools encouragement to go 
abroad and contribute to the development of other countries. 

Mr. Risicorr. As an example for these countries to follow that 
system? 

Mr. Rockeretier. Exactly. 

Mr. Risitcorr. While they are in the embryo stage? 

Mr. Rockeretier. That is right. I think there is a greater 
tendency for them to accept and be willing to, shall we say, experiment 
with private enterprise now than there was before, because the peoples 
of the under-developed areas are demanding of their governments a 
higher standard of living, and those responsible in the governments 
are finding themselves unable to bring about those conditions. There- 
fore, they are exploring every avenue they can to increase production. 

To increase the productivity of labor today means investment in 
machinery and equipment, and that means capital. They have not 
got it, and therefore they have to look abroad for it. 

Mr. Risicorr. With the rapid drift toward nationalization, if the 
United States then wants to preserve a free enterprise system for a 
good segment of the world, it does not have too much time, does it? 

Mr. Rockere.ier. That is right. 

Mr. Risicorr. In other words, it has to work fast. 

Mr. Rocxerevier. Yes. There is a nationalistic drift, but I do 
not think it necessarily means nationalization. Brazil, for instance, 
[ think is going the other way. They find their Government deficit is 
largely made up of the deficit of the railroads and port operations, and 
other businesses that the Government found itself in. They would 
like to dispose of these businesses in order to cut down their Federal 
deficit, so that they will have more money for the functions which 
they feel the Government should be carrying out. 

Mr. Ristcorr. Not only South America, but southeast Asia and 
the people of India and the Middle and Near East, and those areas of 
the world. 

Mr. Rocxereuuer. [ sincerely feel we should study and explore 
fully this possibility of a tax incentive before we give up hope. I 
believe that it can be effective. There is a precedent for it, and I 
do not see, nor did our board see, any other really hopeful avenue. 
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If I might, Mr. Chairman, I should like to tell you a story. 

A representative of a foreign government press service came in {o 
talk over the report. He was a young fellow, and he said, ‘I am 4 
great student of Marx.”’ 

He said, “One thing about vour report I cannot understand, because 
it does not fit in with Marx’s theories. That is, we were taught when 
a capitalistic society reaches its maturity that its capital goes out to 
all parts of the world and dominates exports and enslaves labor of the 
underdeveloped areas. Yet, in your report you say that the major 
problem is how to get or how to stimulate the outflow of capital, 
which will not leave this country.” He said, ‘There is something 
wrong, because that is not the way that is supposed to be.” 

I said that I thought there were three reasons for that: One, Mary 
made his studies and observations in the early stages of the industria! 
revolution before democratic capitalism had reached its maturity and 
came to recognize its social responsibility. Therefore, he was draw- 
ing his conclusions from an incompleted evolution of the capitalistic 
system. 

Secondly, the tremendous capital investment in machinery and 
equipment per worker in this country, and the skill of the workers 
themselves that capital can produce more at lower cost and earn more 
with high-priced industrial labor at home that it can with cheap labor 
in the underdeveloped areas. 

Thirdly, that as capital has to pay high United States tax, which 
our democracy levies in order to meet its high standard of social! 
responsibility, whether the earnings are from investments at home or 
abroad, it would rather invest at home where the risks are less and 
the opportunities great. 

He was very interested, and somewhat confused. I think these 
facts provide a major denial of the basic Marx philosophy. The great 
task ahead is to see that this same system not only works for us in 
the United States but that it contributes to the development and well- 
being of peoples in the rest of the world upon whom we are dependent 
for our freedom and security. 

Mr. Barrie. That is very interesting. Do you have any other 
questions, Mr. Ribicoff? 

Mr. Risicorr. Thank you very much. 

Mr. Barrie. Mrs. Bolton. 

Mrs. Boiron. You have spoken of the average income of the under- 
developed countries being very low, namely, $80. 

Who determines what is a minimum standard, or who determines 
what that $80 does? 

Have you taken into consideration that the needs are actually less 
in certain countries than in America? To give the picture that $8) 
is the minimum is rather a deceptive picture, is it not? Is it not a 
little fuzzy? If people read a statement stating that the average 
income is $80; it sounds unthinkable, when in reality the equivalent 
of that $80 in certain countries would mean possible existence at least. 

Mr. Rockere.ter. I think that is a very fair comment. In this 
country you could not live on $80, whereas insome countries you cal! 
exist on $80. However, I do think that the illustrations I gave 
regarding the copper industry and the agricultural workers is an 
indication of the inability of people at that level to produce enoug! 
either to earn a decent living for themselves and their families or to 
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contribute to the strength of the economy in which they live. They 
can just produce what they can do with their own hands without the 
aid of power or machinery. It is in these areas where human labor 
is cheaper than animal labor, where the people carry things instead of 
using even donkeys, because human energy is cheaper than any other 
form of power. 

Mrs. Botton. Yes. Of course, where they use ancient ploughs and 
are then persuaded that the village blacksmith can put on a metal 
cover and so make possible the preparation of ten acres instead of two. 

Mr. Rockerevier. | think what our industrial evolution has 
proven is that with an investment in machinery and tools the worker 
can produce more and he can live better, and the whole economy 
moves forward with greater strength. 

To give that dynamic thrust to these other economies, I think 
ereater productivity of labor is the really important element. Only 
through greater productivity can the people of these areas become 
self-respecting, producing citizens in the free world. 

Mrs. Boiron. It seems to me one of the great problems ahead for 
the world is its human over-production, ‘The Colombo report says 
India is going to have 720,000,000 people in 20 years. 

Mr. Rockere.ier. That indicates a tremendous population 
erowth., 

Mrs. Boiron. Yes; population. There are people who are hoping 
in another couple of hundred vears that something will be developed 
in the minds of the various races so that they will control populations 
at least to a degree. 

Now, if we go in with either private enterprise or Government aid 
and we save the babies and keep the old people living, and if we do 
that ahead of the economic development, then we are really doing a 
rather terrible thing, are we not? 

Mr. Rockere er. It is a serious problem, indeed. 

Mrs. Bouron. Or do you think it will serve as an incentive to an 
increase of economic development? 

Mr. Rockere tier. I think personally it would serve as an incentive 
for increased development, because 1 know from personal experience 
in the Western Hemisphere that a man who has hookworm, malaria, 
and one or two other diseases, and who is undernourished, just 
cannot produce enough even to keep himself alive. 

One of the things we talk about in this country is the lack of will- 
ingness to work, of other peoples—the existence of the “manana” 
spirit. What so many people do not realize is that so many of these 
people cannot work. They are sick and undernourished. They have 
not the physical strength to work more than a couple of hours a day. 

Mrs. Botron. That is very true. 

Mr. Rockere.titer. Those people cannot produce enough to keep 
themselves alive. As their health is improved and they begin to get 
more food and better education, and as capital moves in to give them 
tools with which to work, I think their productivity can move ahead 
of their population growth. 

I believe the knowledge, and the capital, and the managerial ex- 
perience exists in the world today to increase production of food and 
other essentials more rapidly than population. 

Mrs. Botton. There is another health question I would like to ask. 
There is a good deal of mention of minimum health standards. Who 
determines those? 
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Mr. Rockxere tier. The United Nations has set—and I think woe 
have a chart on health here—2,550 calories a day, I believe, as being 
the minimum. 

Mrs. Boiron. I am glad you spoke of calories, for we are beginning 
to learn that a man can eat 3,400 calories and yet be minus some of 
the most important things that mean health. For instance you have 
many calories—but if you do not get any iodine, you produce fee}|o- 
minded children, cretins, epileptics, deaf-mutes, etc. That is wha; 
I mean by minimum health standards. 

Just to do it on a calory basis is not enough. Am I wrong in thinking 
that different areas of the world will have different minimum healt}; 
standards for at least 500 years. 

Mr. Rockereuer. | think that is ‘also a very important point to 
bring out. Undoubtedly calory consumption in one area will be 
different than in another. However, when their lack of basic foods 
reaches the point where millions of them starve, it is pretty convincing 

Mrs. Bouron. Yes. That is the disturbing thing, but on the other 
hand a man who works in a mill must eat more than a man who just 
mows his lawn. 

Mr. Rockerevier. That is a very good point. If these people are 
to produce in mines, or factories, or on the farms, they have to have 
corresponding strength. I think that it is a matter of general agree- 
ment among public health officials that in most underdeveloped areas 
the majority of the people are undernourished, and, therefore, unable 
to produce what they should be able to do in their own interests and 
in their country’s interests. 

Mrs. Bouton. There was a very interesting experiment made on 
one of the South Sea islands by a Cleveland man, who went out to see 
what might happen if primitive people were exposed to our western 
foods. There had been no cripples and no feeble-minded people op 
this particular little island. He persuaded a family or two to take 
our flour and our sugar and so forth. They began almost at once to 
develop the various types of which I spoke a moment ago. 

It would seem to me that such things should be taken into consider- 
ation in whatever we set up. Let us not foist upon others the stereo- 
typed methods we have become all too used to here. I hope we 
shall not spread that really unsatisfactory type of health standards 
across the world. ; 

Mr. Rockere.tier. I am awfully glad you made these points 
because I do think the tendency is for all of us to generalize to de- 
velop certain yardsticks which are dangerous when applied specifically. 

Mrs. Bouton. I am glad to find you in agreement. 

Mr. Rockere ier. I know the records of various oil companies 
who have done into the underdeveloped areas where they have re- 
cruited large numbers of workers locally. Their experience has been 
when they give these people proper medical treatment and adequate 
food they gained on the average between 25 and 35 pounds. ‘The 
time out for sickness and disability was greatly reduced, and as the 
next generation came along the children averaged 4 or 5 inches 
taller than their parents. 

This is pretty tangible evidence that certain necessary elements were 
lacking. 

Mrs. Bouron. As long as we do not do it all on a calory basis or 
all on any one basis. 
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Mr. Rockere.uer. I| think that is very well taken. This chart 
shows the export trade of the world as a whole has gone up 12 per- 
cent since the war. In the United States and Canada it has gone 
up 69 percent. In Western Europe, 11, but trade in the under- 
developed areas is down 7 percent, while their population is up about 
10 percent. So that there is definite statistical evidence which is 
very significant. 

Mrs. Botron. Thank you very much. 

Mr. Rockeretier. Thank you. 

Chairman Ricuarps. The time of the gentlewoman has expired. 

Mr. Vorys. 

Mr. Vorys. Mr. Rockefeller, when we had point 4 we were told that 
underdeveloped areas meant those where people got less than $100 a 
year. Now, your underdeveloped area figure is $80 a year. What is 
your yardstick for what an underdeveloped area is or are? 

' Mr. Rockere._ter. We have taken the areas of Latin America, 
Africa, Southeast Asia, South Asia, the Middle East Turkey and 
Greece, and Oceania, as the underdeveloped areas of the free world. 

Mr. Vorys. Yes. 

Mr. Rockere.uer. Their annual incomes range from an average 
of $152 in Latin America down to $30 in South Asia. Europe’s runs 
around $473, and ours $1,400. I suppose you could draw that line 
somewhere else, as parts of Latin America certainly have industrial 
developments which would not be called underdeveloped. 

Mr. Vorys. But the world maps on the point 4 hearings are approx- 
imately the same as yours. Now, of course, what we will spend on 
that is a secret, for some reason, so I cannot tell you what is in the 
books, but a professor from out at Ohio State University wrote me that 
he heard the amount was to be around $80,000,000. Suppose we just 
take that professor’s information. I would like to get your opinion 
on that, as opposed to the $500,000,000 which I understand you 
recommend. 

Mr. Rocxeretter. I have just used the figures in the bill that is 
before you. The total is $8,500,000,000. For the military, $6,300,- 
000,000; economic, $2,197,000,000; for the underdeveloped areas, the 
total is $512,000,000. Of this TCA, whose operations are limited to 
the Arab countries, three African republics, and Latin America and 
Israel, receives $72,950,000. This is an arbitrary division between 
TCA and ECA. Our Board feels very strongly that TCA, the point 
4 program, so-called, should be taken out of State and put into the 
proposed new central agency. If ECA is going to be the central 
ageney, TCA ought to be in there. 

To have two principal agencies working in relatively similar types 
of work divided arbitrarily into geographic areas of the world seemed 
to us to make no sense. Such an arbitrary division prevents the 
proper integration of both planning and operations. 

Secondly, the ECA operates on a different philosophy from the 
TCA. ECA operates its own programs. It procures personnel and 
carries the work abroad itself. TCA operates within the State De- 
partment and really is a recording or accounting department. It 
really has no planning or operating functions of its own. There are 
about six divisions of the State Department who do various parts of 
the planning and supervisory work. TCA provides the money. 
rhe program is carried out through grants to other departments and 
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agencies of the Government—the Departments of Agriculture, In- 
terior, and so forth—each one of which has set up its own Foreign 
Department to direct the use of its share of the money for overseas 
work. There are 23 Departments and Agencies of the ‘United States 
Government working in the foreign field. 

You have—as these figures show—all of these different agencies 
carrying out the overseas programs. 

The ‘Advisory Board does not feel that the present set-up gives 
either centralized planning, policy formulation, or efficient operation, 

This chart shows where the TCA financed technicians presently 
are in the underdeveloped areas. 

Mrs. Bouron. Will the gentleman yield a minute? 

Mr. Vorys. Yes. 

Mrs. Bouton. Will vou explain, is TCA the same thing as point 4? 

Mr. Rockere.uerR. Point 4 is a great concept. It was that section 
of the President’s inaugural address in which he outlined the basic 
philosophy of international economic cooperation. TCA is an em- 
brianic program of technical assistance in the State Department 
which is a far ery from the President’s original concept. 

Mrs. Boiron. Thank you. 

Mr. Rockere.tier. You passed the Act for International Develop- 
ment. 

Mr. Vorys. AID, we call it. 

Mr. Rockere.tLeR. Which was supposed to translate this concept 
into action. That was a vear and a half later. 

Mr. Vorys. Now, let us get this straight. We had both technical 
assistance and stimulation of private investment before the President 
ever made his speech, but we did write up a new act that restated a 
lot of stuff that was in the legislation that you administered long 
before the point 4 speech was made? 

Mr. Rockere.uer. In that connection, I think you will find this 
chart interesting. It shows the number of people and the depart- 
ment and agencies they represent who are carrying out technical 
assistance programs in the underdeveloped areas. The black dots on 
this chart represent the people from the Institute of Inter-American 
Affairs who are now opearting programs with TCA money. As you 
see, they account for more than half the personnel carrying out 
TCA programs abroad. 

Here is the key. The Agricultural Department people are shown 
in green. The Commerce ‘Departme nt people in orange. Also the 
Federal Security Agency, Institute of Inter-American Affairs, Interior 
Department, Labor Department, State Department, and a series of 
other agencies. Really, as you see, there is no TCA program, as 
such. It receives the funds while other departments or agencies 
make the plans and carry out the program. 

If we are going to have a really effective international program of 
economic cooperation as envisioned by the President it has got to 
encompass more than just technical assistance. There must be : 
central agency which can bring together and coordinate in one pines e 
over-all economic and financial policy, strategic material procurement 
policy, export policy, and requirements of “other nations, develop- 
mental program planning and assistance of various kinds. As things 
stand now TCA’s funds go only for work in the area of basic services, 
such as health, agriculture, and education. It does nothing in the 
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field of production and distribution, or public works. The proposed 
new overseas economic agency would work in these areas through 
close cooperation with private enterprise and the various specialized 
agencies of the United Nations, including the International Bank. 

Mr. Vorys. I think you will find as far as agreement around the 
committee table is concerned, that we are certainly not going to have 
two kinds of economic aid going on. Now, here is something 
interesting. 

The Brookings Institution last September said there were 43 
agencies carrying on overseas activities—not the 23 you mentioned. 

Mr. RockeFe.LLterR. United States Government? 

Mr. Vorys. Yes. United States Government agencies. Here they 
are. 

Mr. Rockere.ier. Forty-three? 

Mr. Vorys. Yes. And the Civil Service Commission, says there 
are 172,000 civilians employed, stationed outside the United States, 
of which 88,000 are in foreign countries, and 84,000 in our own Terri- 
tories and possessions. 

So that that little list of dots there and that little measly 23 agencies 
you talked about is not the whole story. 

Mr. Rockere.titer. We took the major ones. 

Mr. Vorys. Of those 43 agencies the Army, Navy, and Air Force 
are 3. They are the military ones. So all the rest of them, 40 in 
fact are economic. At least they are nonmilitary. 

Now, as I get it your organizational proposal would be that there be 
some sort of over-all policy and administration set up covering all of 
those activities? 

Mr. Rockrretver. As I am not familiar with the list of 43, I do 
not like to say that they should all be put in. What we did say and 
what I feel is that the major ones such as ECA, TCA, and the Institute 
of Inter-American Affairs should be centralized, thereby creating a 
good nucleus with which to start. 

There is one major policy question affecting operation abroad which 
has been under dispute in the executive branch of the Government for 
along time. The question is whether the domestic departments and 
agencies of the Government should undertake the operations abroad 
in their respective fields or whether they should be carried out by the 
foreign economic agencies such as ECA, TCA, and the Institute of 
Inter-American Affairs themselves. ECA and the Institute of Inter- 
American Affairs both operate on this latter policy—namely on a 
regional rather than a functional basis. TCA on the other hand gives 
its money to other departments and agencies of the Government who 
each set up little foreign departments of their own to handle their new 
work abroad. The disadvantage of this procedure is that it requires 
great duplication in overhead and handicaps effective coordination of 
planning, programing, and operation in the field as well as in Wash- 
ington. 

For these reasons, the Advisory Board came to the conclusion that it 
was imperative that there be one central overseas economic agency fer 
both planning and operation—working of course within the framework 
of policy laid down by the State Department. 

Mr. Vorys. Of course, what is happening is that we find the same 
thing with committees of Congress. There is not one committee, 
but there are a half a dozen or more in the House that deal with 
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various phases of foreign affairs, because the world is shrinking. 
Just as every one of these departments and committees deal with 
48 States, pretty near every department and committee deals with 
48 countries, and that sort of thing. That is because the world is 
growing smaller. 

However, on this organization thing I agree with you that every 

program, certainly in a particular country, should be headed up 
under one American boss. However, I am inclined to think that 
person should be the direct representative of the President from the 
State Department, or the Department of Foreign Affairs. It is 
perfectly silly what is going on right now, having ECA and TCA 
fellows in the same country, and then having a United Nations man 
there, with all of them competing for the interest of the country in 
telling them how to improve themselves. I believe that is not a 
very good way to do it. 
T also would like your judgment as to whether it is a good thing to 
have the Overseas Economie Administration have their fellow running 
the show in Brazil, or India, or any place else. If he does not run it, 
there has to be some head man, and if the State Department man 
runs it then you do not need the other man. 

Now, it is a dilemma, and to me an extremely puzzling one. | 
know you have had vast experience with it. I would like to have 
your view on both the organization in this country, where I under- 
stand you prefer the ECA basis, that they get the other fellows on 
their payroll, and also in a foreign country. What would be your 
idea of the United States organization here and in foreign countries? 

Mr. Rockere.uer. | am very clear on this, based on my own ex- 
perience of having first been responsible to the President for running 
an independent agency which operated both economic and informa- 
tional activities for our Government in Latin America and then hay- 
ing been in the State Department in charge of our relations with the 
other American Republics. I have seen both sides of the problem. 

Secretary Hull always had a very deep conviction that the State 
Department ought to keep out of operations, that it ought to confine 
itself to policy and be free from the day-to-day administrative prob- 
lems involved in these increasing complicated economic programs. 
He believed the State Department ought to be free to concentrate on 
broad policy, within which the operating agencies would work. 

I was brought up in that school, as it were. While in the early 
days of the Office of the Coordinator of Inter-American Affairs we 
had some adjusting to do, to adapt ourselves to State Department 
policy we soon were able to develop a relationship and procedures 
which worked out very well. Only once did we run into a conflict 
with the State Department. It went to the President who straight- 
ened it out. 

We worked out a project system and sent to the Department of 
State a complete description of each proposed project, including the 
need, the cost, the required personnel and the objectives. The State 
Department went over it for policy, and if there were any disagree- 
ments that could not be ironed out at the operating level it would 
go to a higher level. We found the procedure perfectly satisfactory. 

Mr. Vorys. Mr. Chairman, I want to remind Mr. Rockefeller, if ! 
may, that one more thing has been added since you were working for 
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the Government. Up above the State Department, at the strato- 
spheric level of foreign policy, is a Special Adviser to the President, 
\ir. Harriman, who is not only an individual, but I understand has an 
office—a whole office force. So that you have the State Department, 
it seems to me, being squeezed down from the top on the broad policy 
and squeezed over from the side by ECA and Defense, so that their 
functions are becoming iess and less important. 

You have that situation. The Special Assistant, or Adviser to the 
President, is represented on this Mutual Security Board. That is a 
new thing. 

Mr. Rockere.uer. I see what you mean, but I do not believe it 
means the Department’s functions have been reduced or limited. 
Just judging by personnel there are 20 times the personnel they had 
when I was in the Department of State less than 6 years ago. So 
that certainly whatever they are doing they have more people doing it. 

The fact, is that we as a nation have far more responsibilities in the 
world and face far more problems than before. We find ourselves 
thrown into the middle of new relationships and, therefore, we have 
to take on new responsibilities. It is a period of difficulty certainly, 
but | think the encouraging fact is that you here and people all over 
the country are interested in and anxious to do something about the 
problems. I am sure we will come out with something that is con- 
structive and useful. We may go through a trial-and-error period, 
but that is the history of a democracy. 

| think the Department should concentrate on the policy issues. 
| know from my own experience in the Department that it was the 
greatest relief in the world to look to the President of the Institute 
of Inter-American Affairs or the heads of the other operating agencies 
for the responsibility of organizing and operating the programs. 

Mr. Vorys. You mean when you were in State? 

Mr. Rockeretuer. Yes. It is just like building a house. You do 
not try to organize to build it yourself, but go to a contractor. 

If the Department sees that there is need for the development of 
an economic program in a certain country, and it can call on an effi- 
cient overseas exporting agency to organize and integrate the program 
it would seem to me that it would be an ideal set-up from the Depart- 
ment’s point of view. On the other hand, if the Department itself 
has to organize the program its officers will be diverted from policy 
and bogged down in operations. 

Naturally, whatever the set-up in Washington, the Ambassador in 
the foreign countries must be the top representative of the United 
‘tates abroad. He is responsible for policy in all matters pertaining 
to United States relations with that country, but not for the actual 
operations of the field parties. 

Chairman Ricuarps. Will the gentleman yield? 

Mr. Vorys. Yes. 

Chairman Ricwarps. You and Mr. Vorys have been up in the 
ethereal atmosphere of a perfect reorganization to handle the whole 
problem and all the problems in our foreign relations. One of these 


days we may have a kingdom of Utopia with statesmen wise enough 
todo that. However, we have a bill here. This biil envisions military 
uid, economic aid, and technical assistance. 

| believe you said that you did not feel capable or qualified to speak 
is to whether or not the military aid we are talking about could be 
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integrated in a new organization effectively with economic aid jy 
technical assistance. I believe you said that. 

Mr. Rockeretuer. No. I believe I referred to the amount of 
money for the military program, but I think I also stated that I did 
not feel the military assistance should be in the same organization 
with the economic except where there is a question of production of 
military equipment abroad, in which case the economic might be of 
assistance. 

Chairman Ricwarps. If the military aid comes under this umbrella 
which we are talking about, and which is desirable, and in which I am 
interested, as is every member of this committee, do you think a stud) 
should be made of the production you will have to have abroad and the 
production you will have to have at home. If vou found you needed 
it here, that would have some repercussions on the economic set-up 
of the nations you seek to help. 

I do not know whether you are right about the 23 organizations, or 
Mr. Vorys is right about the 43 organizations. The Hoover Com- 
mission made recommendations concerning this, and others have 
made recommendations concerning this. However, you would not 
seek in this bill, if you were a member of this committee, would you. 
to set up an organization that would handle it all? Would you no: 
try to refine the other features of this bill and make a long study on 
the proposal you are talking about? 

Mr. Rockere.titer. Unfortunately, I am not in a position to know 
your base of reference, as a Foreign Affairs Committee, in relation to 
this bill, so I really do not know with what point of view you are 
coming to the bill. j 

Chairman Ricuarps. We are trying to write a bill which is a good 
bill to provide economic and military aid and technical assistance to 
certain other parts of the world. 

Mr. RockeFre ier. One specific point, in answer to your question 
is where should the point 4 program be located. If I am correct, in 
his message of transmittal the President said that question has as 
yet not been decided, but that the executive branch of the Govern- 
ment was giving consideration to transferring it to ECA. If I am 
correct, there has been some feeling in the executive branch that 
perhaps the Congress would express itself on that subject. 

Mr. Vorys. I feel they will. 

Mr. Rockeretter. Our Board reported personally to the Presi- 
dent our recommendation that all the foreign economic functions 
including the point 4 program be centralized in one independent 
agency. On that specific issue I think your determination would |» 
important in his decision. 

He has sent up recommendations on the basis of ECA being the 
principal operating agency. I am inclined to agree with you that 
for the present you do not have time to do anything more than to 
accept that recommendation, although ECA is scheduled to expir 
if | am correct, in the not too distant future. 

Therefore, if you do not make the study this year, I presum 
you are going to have next year or the year after in order to deter- 
mine whether these activities will be carried on permanently. There- 
fore, I would agree with you that a study now would certainly be 
useful. There is a great deal of material already available including 
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the study and recommendations submitted to the President by the 
Advisory Board. 

Chairman Ricnarps. But if it could be done economically for this 
country and the nations that we propose to aid, you think it would be 
a good idea for the military part to be integrated in this picture? 

Mr. Rockeretter. No. ‘rankly, I take the opposite position, 
that the military assistance program should continue as it is, as part 
of the Defense Department’s responsibility. ! believe that only 
where it seeks procurement of military equipment abroad it might 
use this economic agency to assist in the procurement. 

| think in many countries the combining of the military and the 
economic would be very much misunderstood. They might feel 
economic activities were a front for some military penetration. It 
seems hard for us to understand such suspicion, because that is not 
the way our country works, but others might not know us that well. 

I think that is a major factor to consider in talking about putting 
them together. But as I read this bill, there is no proposal to put 
them together. 

Chairman RicHarps. No. 

Mr. Rockeretier. The bill simply puts the budgets together, but 
not the organizations. 

Chairman Ricuarps. That is right. There is no reference in the 
executive proposal, but we have to write a bill. 

Mr. Rockereuer. I see. 

Chairman Ricuarps. Witnesses like yourself, who have given us a 
lot of valuable information, will contribute a lot to the writing of that 
bill. We appreciate very much your coming up here this afternoon, 

Are there any other questions? 

Mr. Vorys. Will the gentleman yield? 

Chairman Ricuarps. Mr. Vorys. 

Mr. Vorys. You heard Paul Hoffman say this morning that he 
thought this colossal, super-duper reorganization can be done in 30 
days. What do you think of that? 

Mr. Rockereuuer. | do not really think it is such a colossal reor- 
ganization. First there is the physical merger under one administra- 
tion. That will require certain personnel adjustments, but is not too 
difficult. 

Secondly, there is the evolution of the organization to meet the 
new problems. I presume the ECA personnel group would form an 
important basic part of the structure, and such groups as the Insti- 
tute of Inter-American Affairs, which has an effective organization in 
Latin America, would fit in and supplement the ECA work in that 
area. 

In connection with TCA, I would like to say that Dr. Bennett, its 
Director, is a man for whom I have tremendous respect and great 
admiration and affection. He is doing an outstanding job personally 
in using his knowledge and experience in the field of agricultural de- 
velopment work. I think he could play a very important part in 
such a new organization. 

So my answer to you would be that I think the job could be done 
in 30 days and there would be far less of a stir than one might think. 
The thing is more simple than appears on the surface. 
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Chairman Ricuarps. A good business group could put this thing 
together in 30 days, I have no doubt, but do you think it will hurt 
the efficiency of the existing organization to do that? 

Mr. Rocxere.ier. No. To tell you the truth, I think it would 
help it, because there is tremendous uncertainty among these groups 
as to what the future holds. If they were put together in a perma- 
nent central agency dedicated to meet all problems in the interna- 
tional economic field, | think that it would give new confidence and a 
new sense of confidence to the people working in them. 

Chairman Ricnarps. Thank you very much, Mr. Rockefeller. 

Are there any other questions? 

Mrs. Bouton. It has been a wonderful afternoon. 

Chairman Ricuarps. Thank you very much. 

Before the committee adjourns, I wish the members of the com- 
mittee would look at this report we have on the termination of the 
whole thing. 

The committee stands adjourned until 10 o’clock tomorrow. 

(Whereupon, at 5:35 p.m., the committee adjourned until 10 a. m. 
the following day, Wednesday, July 18, 1951.) 
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WEDNESDAY, JULY 18, 1951 


House or REPRESENTATIVES, 
CoMMiTTEE ON FOREIGN AFFAIRS, 
Washington, D. C. 

The committee met in the House Foreign Affairs Committee room, 
the Capitol, at 10:21 a. m., Hon. James P. Richards (chairman) pre- 
siding. 

Chairman Ricuarps. The committee will come to order, please. 

Ladies and gentlemen, we will continue our hearings on the Mutual 
Security Program. ‘The first witness this morning is the Assistant 
Secretary of State, the Honorable George W. Perkins. 

| would like to say for the information of the committee that this is 
an executive session, but practically all of this testimony, or as much 
as can be made public, will be included in the record of the hearings. 

Mr. Vorys, vou and some of the others, and myself included, com- 
plain sometimes about a lot of material that should not be executive 
and should be in the record. 

Mr. Perkins agrees that, except for parts of this testimony which 
must be considered strictly secret, it will appear in the record as if in 
open hearings. 

Mr. Vorys. As I understand it, the committee allows the witnesses 
in this sort of hearing to delete any matter in the interest of national 
security, or which is of a diplomatic or military character and is 
classified as secret, but otherwise leaves us as full a record as possible. 

Chairman Ricuarps. That is right. We would prefer the witness 
to so state, when the matter comes up, if he considers it to be strictly 
off the record. You cannot always do that. Sometimes you have 
to look it over afterwards. 

But you understand, Mr. Secretary, we hope as much as possible 
of your testimony will be in the record; is that agreeable? 

Mr. Perkins. That is agreeable. 

Chairman RicHarps. You may proceed, Mr. Secretary. 

Mr. Perkins. Mr. Chairman, I have a statement here which I can 
read or we can submit it for the record, whichever you prefer. 

Mr. Vorys. I ask that the gentleman be granted permission to 
revise and extend his remarks in the record, and make such comments 
on it as may be helpful. 

Chairman Ricwarps. Would you like to read the complete state- 
ment? 

Mr. Perkins. I think it would be better if I went through the com- 
plete statement. 

Chairman RicuHarps. You have permission to put your entire state- 
ment in the record, if you desire, and you can just touch on the main 


391 





392 THE MUTUAL SECURITY PROGRAM 


points now, and then subject yourself to questioning. Go ahead jy 
your own way. 


STATEMENT OF HON. GEORGE W. PERKINS, ASSISTANT SECRE. 
TARY OF STATE FOR EUROPEAN AFFAIRS 


Mr. Perkins. Mr. Chairman and members of the Foreign Affairs 
Committee, today, we are beginning discussion of that part of the 
Mutual Security Program which relates to the nations of Europe. | 
would like to discuss the broad outlines of this program, to review the 
premises and conditions on which it is based, and to indicate the major 
results which we expect from it. As the representative of the Depart- 
ment of State, I will give special attention to the current politica! 
situation in Europe and analyze briefly the most important politica! 
problems affecting the joint effort we have undertaken with th 
European peoples. 

I will be followed by Mr. Porter of ECA who will deal with the 
economic side of the program, and by General Collins who will discuss 
the military aspects of the proposed European program. 

I believe there is little disagreement within this country about our 
basic objectives in Europe, which have been recognized and developed 
by various important congressional actions during the past 5 years. 

Our over-all objective is to work with the free nations of Western 
Europe in building and maintaining the political, economic, military, 
and moral strength which will permit our way of life to survive and 
prosper. 

This objective is based upon our recognition of the simple fact that 
the strength and security of free Europe are vital to the security o! 
the United States. 

We all know the enormous contribution which our Western 
European allies can make to our common cause in terms of skilled 
manpower, industrial facilities, access to sources of raw materials, 
strategic geographical position, and so forth. 

Conversely, we know that the military or political conquest of 
Western Europe by Soviet imperialism would give the Soviet Union 
the things it needs most and overnight would more than double its 
war-making potential. In recognition of this fact, the Kremlin has 
conducted an unceasing campaign to gain possession of the power 
represented by free Europe. 

To assist the nations of Western Europe in meeting this challeng: 
the Congress of the United States, after various other aid measures. 
authorized the European recovery program. The success of this 
program is now a matter of record. A remarkable degree of economic 
recovery has been achieved, and a solid foundation laid for continued 
political stability. 

But the Soviet imperialists do not give up easily, nor do they confin 
themselves to any single strategy. As the danger of economic and 
political collapse has subsided, the threat of armed aggression has 
grown. Recognizing this threat, the United States and 11 other 
nations of the North Atlantic community entered into the North 
Atlantic Treaty, and have undertaken to build the individual an‘ 
collective defensive strength needed to deter, and if necessary, (0 
repel, a military attack by the Soviet Union. 
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Several members of this committee who recently visited Europe 
are already familiar with our efforts to implement the treaty and with 
the results achieved. However, permit me to review briefly our major 
accomplishments: 

Together, the United States and its allies have created machinery 
through which we are coordinating our common defense efforts. As 
we have gained experience, this machinery is being constantly refined 
and improved. 

One important development in this connection has been the estab- 
lishment of certain full-time bodies, such as the Council Deputies, 
the Finance Economic Board, and the Defense Production Board, 
assisted by expert international staffs, to carry on the work of various 
international committees which had previously met intermittently 
and therefore lacked continuity. 

Important progress has been made in integrating the military pro- 
crams of the NATO nations. Joint strategic plans have been agreed 
on, and are now being implemented. ‘The most striking achievement 
in this field, of course, has been the ereation of an integrated NATO 
defense force under the command of General Eisenhower, embracing 
not only command responsibility but also the strategic planning 
functions formerly performed by three regional committees. 

There has been a substantial increase in the level of defense spend- 
ing. The defense budgets of the European members of the North 
Atlantic Treaty Organization for the forthcoming fiscal year are 60 
percent greater than the pre-Korean expenditure rate, and are nearly 
80 percent above the 1949 rate. 

There has been a significant and continuing growth in European 
defease production. The production by European nations of military 
equipment and supplies is now approximately double the pre-Korean 
rate, and will continue to increase rapidly during the forthcoming vear. 

All of our European allies have compulsory military service, and 
most of them in the last year have substantially lengthened their 
service periods. These lengthened periods of training, together with 
more efficient organization, improved military facilities and substantial 
additions to available equipment, have substantially increased the 
combat effectiveness of the European forces. 

Finally, we have witnessed a steady improvement in the morale 
of the peoples of Western Europe. There is clear evidence that both 
their determination to defend themselves and their confidence in the 
ability to create a successful defense have increased appreciably in 
recent months. 

The demonstration by the United States of its resolve to stand with 
its European allies, through its military and economic aid, its assign- 
ment of additional ground troops to Europe, and its designation of 
General Eisenhower as Supreme Commander, has been a most 
important contribution to this improvement in popular morale. The 
net result is a “heads-up” attitude in Western Europe. 

While I believe that both the United States and its allies can justly 
take pride in these accomplishments, I do not wish to leave the impres- 
sion that the job has been done, or even that a major part of it has 
been done. What we have accomplished to date serves primarily to 
prove that it can be done. 

In order to understand the task remaining ahead, and at the same 
time to appreciate the reasons why we are able to view the future 
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with hope, it is desirable to analyze existing conditions in Europe ay.) 
some of the special problems confronting that area. 

The most striking fact, I believe, is that the over-all political sit\»- 
tion in Western Europe is immeasurably better than it was a fey 
years ago. I have already mentioned steady improvement in pub), 
morale. There has also been a marked decline in the power of Sovie:- 
directed communism. In most countries, party strength and voting 
strength have fallen off substantially, and even in those areas where 
voting strength remains relatively high, the Communists have suffere: 
heavily in terms of effective influence, as evidenced by the loss of 
parliamentary seats and the loss of control over important cities 
Simultaneously, Communist influence in the European labor moye- 
ment has diminished. The uphill fight of the free trade union leaders 
of Western Europe against Communist domination is one of the most 
heartening developments of recent years. The success of their efforts 
is reflected not only in the gradual growth of free trade union member- 
ship, but also in the failure of the Communist campaign to block the 
unloading of MDAP shipments and the collapse of their loudly- 
proclaimed demonstrations against General Eisenhower. 

The governments of the western European nations, on the whole, 
are more stable than they were a few years ago. We still witness 
frequent cabinet crises in some countries, followed by a reconstitution 
of governments. While such events inevitably produce difficulties, ii 
is well for Americans not to exaggerate their significance. The im- 
portant thing to remember is that, among the European members of 
NATO, there has not been and there is very little likelihood that 
there will be, any governmental change within the foreseeable future 
which would result in a basie revision of the defense policies of the 
nation concerned. 

We have witnessed a growing cooperation among the free European 
nations. In addition to NATO itself, such organizations as the 
OEEC, the Council of Europe, the European Payments Union ani 
the Schuman plan have served to penetrate political and economic 
barriers and to help the western European nations achieve a degree 
of integration that would have seemed visionary a few short years ago. 

On the debit side of the ledger, we must consider the fact that thie 
internal Communist threat has persisted. While the danger of armed 
attack is Europe’s greatest immediate concern, it is clear that the 
Soviet imperialists have not yet abandoned hope of a cheap conquest 
of Western Europe through political means. Communist propagat- 
dists are still actively seeking new bottles and flashier labels wit! 
which to peddle their discredited elixirs. 

As we all know, a traditional political tactic of the Communists 
has been to exploit whatever social and economic ills they can find in 
free societies. Despite the success of the European recovery program, 
it would be a fatal error to assume that there are no weak spots in 
Europe for them to exploit. The rise in the price of raw material: 
during the past vear has again revived the threat of inflation, and retail 
prices have risen correspondingly. The large number still voting for 
Communists in such countries as France and Italy reflects a situation 
in which millions of people still live at or below the subsistence level, 
in which acute discrepancies in living standards and social privileges 
have embittered the population, and in which signs of a new inila- 
tionary trend have aroused widespread anxiety. Most of these peopl: 
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realize that their standards of living would be lower still if the Soviet 
stooges should come to power. But in countries where average 
monthly i income ranges from $35 to $55 per month—where a laborer 
must work five or six times as long as an American worker in order to 
buy a dozen eggs or a pound of sugar—it is not easy for people to 
resist the mirage of Communist promises. Even those who actually 
don’t want the Communists to gain control of the government some- 
times vote Communist as the only emphatic method of registering a 
violent protest against existing social conditions. 

While continuing to exploit hunger and misery, the Communists 
have also undertaken a major campaign to neutralize Western Europe 
by spreading terror and confusion. They seek to paralyze the free 
European through fear of war and occupation—to convince the non- 
Communist population that opposition to Soviet aims means devasta- 
tion of their homes and business establishments, and to threaten them 
with personal reprisals when the Communists eventually seize 
power. At the same time, with their usual disregard for consistency, 
the Communists set themselves up as the champions of peace, imply- 
ing that the destruction of war can be avoided if the peoples of Western 
Europe will break off cooperation with the United States and accept 
the octopus-like embrace of the Soviet Union. 

A basic feature of this campaign, of course, is a relentless propaganda 
attack upon the United States and its motives in Western Europe 
The Communists accuse the United States of a desire to launch a pre- 
ventive war, in which Europe would be the main casualty. They 
charge that the United States seeks to destroy the sovereignty and the 
independence of its European allies and reduce them to the status of 
satellites. They call American policy inconsistent and whimsical 
and predict that the United States may at any moment suddenly 
decide to abandon Europe to its fate. They declare that the United 
States is solely interested in Europe as a base for warfare against the 
Soviet, and view the Europeans only as potential cannon fodder for 
American military designs. 

We know that these charges are false, and the great majority of the 
western Europeans also know that they are false. Nevertheless, the 
widespread fear of war and the fact that many Europeans are confused 
about the real policies and intentions of the United States combine 
to provide a tempting target for the Communist political artillery. 
It is indeed encouraging to note that, despite these tactics, the Com- 
munists have thus far failed in their campaign to capture Western 
Europe. 

To a considerable extent, the doubt, fear, and suspicion which still 
linger among the people of Western Europe result from the simple 
fact that free Europe is not yet capable of building the strength it 
needs without assistance. 

Many people often ask why this is true. In view of free Europe’s 
great human and material resources, it is natural to ask why our 
European allies can’t build adequate defenses solely through their 
own efforts. 

This, of course, is one of the key questions underlying the whole 
program. ‘The answer involves a number of political, military, and 
economic facets, and we will undertake to provide whatever infor- 
mation the Congress needs on this subject. At this time, I will 
confine myself to a brief summary of the major reasons why free 
Europe needs help in building its defensive strength. 
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The chief problem is the time element. Over a long period of years, 
it is possible that Western Europe, acting alone, might be able to 
produce sufficient strength to play its proper role in the defense of the 
free world. But the Soviet threat is immediate. Our own security 
and that of other free nations demand that strong defenses be built 
quickly enough to forestall the designs of a ruthless Soviet dictator- 
ship to which weakness is an ever-present temptation. 

Our allies cannot meet this deadline solely through their own re- 
sources. They do not have the industrial plants required to produce 
the quantity of modern heavy weapons which have been found essen- 
tial to effective defense against present-day attack. More important, 
their total economic capacity is not great enough to enable them to 
purchase these weapons or to bear fully the other costs of an adequate 
defense program. The European peoples have launched a substantia! 
defense effort and have accepted heavy sacrifices. They are prepared 
to accept even more painful sacrifices. But let’s remember that there 
just is not much fat for them to cut away. The knife doesn’t have to 
go far before it hits bone. We must keep in mind, for example, that 
the gross national product of our European allies, divided on a per 
capita basis, comes to only $597 per annum as compared with $2,143 
in the United States. Nothing whatever will be gained, either for 
our own security or that of other free nations, if Western Europe avoids 
military disaster only at the cost of economic disaster. If the in- 
flationary trend I have already mentioned gets out of hand, the entire 
defense program will go up in smoke. Moreover, an economic break- 
down would simultaneously pave the way for the ever-alert Com- 
munists to take over free Europe without firing a shot. 

The Communists derive a unique advantage from their ability to 
apply strong military pressure and strong politico-economic pressure 
simultaneously. In the same way, the ability of the Soviet Union 
to concentrate on building its military machine in total disregard of 
human values also provides them an immediate advantage. There 
can be no doubt that if Western Europe were organized into a gigantic 
slave state, on the Hitler or Stalin model, the speed with which 
military instruments are created could be increased. In fact, T am 
sure this is exactly what would happen if the Russians took over 
Western Europe. But neither our own people nor the people of 
Western Europe would ever consider any such alternative. There is 
little profit in becoming slaves in order to defend ourselves against 
slavery. And we are convinced that the imagination, skill, and moral 
determination of free peoples will always, in the long run, offset 
whatever temporary advantages a slave society may possess. 

In concluding this review of the current situation in Western 
Europe, I would like to take note of the political differences which 
occasionally arise between the United States and its allies. We all 
know that differences between free nations are inevitable, but we 
should be careful not to exaggerate their significance. And we should 
never forget that the things we have in common with Western Europe 
are much more important than the things in which we differ. It is 
useful for us to remember always that the basic issue dividing the 
world today is not a struggle between the American way of life and 
the Soviet way of life. Instead, it is a struggle between the Soviet 
way of life and every other way of life that freemen have ever known. 
We are not seeking to remake the remainder of the free world in the 
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image of America, but are seeking to prevent its being pounded into 
a new and horrible shape on the anvil of Communist tyranny. 

Let me turn now to the proposed aid program for Europe and 
consider how it fits into the picture I have presented. As you know, 
we are proposing an aggregate of $5,293 ,000,000 for military assistance 
to free Europe during fiscal year 1952. Most of this money will be 
used to provide what we call military end items—tanks, guns, planes, 
ammunition, and so forth—to the NATO countries, although a small 
part of the sum will be used for military training and technical 
assistance. We are also proposing $1,675,000,000 in economic 
assistance to 14 countries. These include eight NATO countries, 
Belgium, Denmark, France, Iceland, Italy, Luxemburg, the Nether- 
lands and Norway, and six non-NATO cotintries, Austria, Greece, 
Trieste, Turkey, Western Germany, and Yugoslavia. 

While proposed assistance has been separated into “military” and 
“economic”? components, there is actually no such sharp distinction 
between these two parts of the program. Military aid and economic 
aid are closely interlocked, and both are directed toward the same 
basic objectives. A strong defense must rest on a balanced and stable 
economy. Taken as a whole, the program may be expected to yield 
these major results: 

The military-aid program will directly provide our NATO allies 
with the military instruments which are essential to the effective 
build-up of their armed forces, and which they themselves cannot 
produce rapidly enough to build an effective shield against the military 
might of a Soviet dictatorship whose threat is immediate and constant. 

The proposed economic aid to our NATO partners will serve as 
the hard core of an expanded European program of military produc- 
tion, permitting our allies to move forward with a total defense effort 
far out of proportion to the amount of aid received. At the same time, 
the aid program will make it possible for this European rearmament 
effort to be carried out without destroying the economic foundations 
on which it depends. Expanded armament output requires imports 
of machine tools and raw materials. Expanded defense budgets create 
further inflationary pressures which cannot be held in check without 
imports of essential goods. The proposed economic aid will help 
finance the necessary purchases from the dollar area. 

The assistance proposed for the European countries outside NATO— 
Austria, Greece, Turkey, Trieste, Western Germany, and Yugoslavia 
is designed to meet somewhat different needs in each country, which 
we can discuss in more detail later. In general, however, all this 
assistance will help to strengthen these important stretegic areas 
against Communist political and military aggression and will contrib- 
ute both directly and indirectly to the security of the entire free world. 

The aid program as a whole, in addition to its direct contribution to 
military strength, will give additional impetus to the rising determina- 
tion and confidence among the European peoples. A nation’s will to 
resist is closely related to its capacity to resist. It is hard for a man 
to work at anything if he feels that he doesn’t have even a fighting 
chance to succeed. But once he is given this fighting chance, once he 
knows that his task is not hopeless, he has a real incentive to reduce 
still further the odds against him. As western Europe’s defenses be- 
come stronger, so will the people’s determination to assure successful 
defense. To many Europeans, the idea of victory has little meaning 
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if it comes after occupation and annihilation. But when they realize 
that Europe can be successfully defended in the first instance—that 
their homes need not be overrun and their families broken up—I be- 
lieve they will do everything possible to insure that it is defended. 
And I am also convinced that the knowledge that both the United 
States and the European nations are firmly committed to the initial 
defense of Western Europe, and not just to its ultimate liberation, wil! 
do more than anything else to discourage the Russians from under- 
taking a suicidal military gamble. 

In discussing the political situation in Europe, it has been necessary 
to deal to some extent with intangibles. There is no statistical formula 
by which a given number of guns may be converted into a measurable 
quantity of political stability, or individual income into a precise level 
of popular morale. But these intangibles are nevertheless real and 
important. Faith and courage are as important to an army as guns 
and ammunition, and the beliefs and hopes of a people are as essential! 
to their survival as meat and bread. 

For years, the Soviet Union has regarded the political and social 
ideals and institutions of the free world as its No. 1 target. For the 
Soviet dictators know that the long-term struggle confronting the 
world is a battle for the minds of men. They know that freedom is 
not an abstraction. They regard the existence of a free society any- 
where on earth as a constant threat to the slave system which they are 
trying to maintain and propagate. They realize that no tyranny 
can ever be secure so long as the people bound under its yoke can still 
catch glimpses of the light of freedom in other lands. 

To me, the aid program now being presented to the Congress repre- 

sents a very sound investment. It is an investment in military power 

which is of direct and immediate concern to the safety of the United 
States. It is an investment in economic health which is both vital 
to the immediate defense effort and essential to the long-run security 
and prosperity of the entire free world. And Jast but not least, it is 
an investment in a way of life and a common civilization that has 
brought mankind more progress and happiness than any other the 
world has ever known 

Chairman Ricuarps. Thank you, Mr. Secretary. We will now 
proceed under the 5-minute questioning rule. I have one or two 
questions. 

Will you please turn back to page 6 of your statement, the second 
paragraph down from the top? Would you break down that figure of 
$5,293 ,000,000 for us? 

Mr. Perkins. In which way would you like it broken down? 

Chairman Ricuarps. I would like to know about the end items, the 
military assistance and technical assistance. That is what you men- 
tioned as coming under that. 

Mr. Perkins. I think perhaps I could refer that to General Scott. 
I have the breakdown by countries on that. General Scott, do you 
have the breakdown? 

General Scorr. By countries? 

Mr. Perkins. No; the chairman would like the breakdown be- 
tween end items, technical assistance, and military assistance. 

Chairman Ricuarps. That is, over all. 

General Scorr. Five and a quarter billion for military assistance, 
which is broken down as follows 
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Chairman Ricnarps. We can get that later. You are talking 
about regions, is that right? 

General Scorr. I can give it to vou any way you want it. 

Chairman Ricwarps. How much did you say the military items 
were for the whole thing? 

General Scorr. Five and a quarter billion for military. 

(Discussion off the record.) 

Chairman Ricwarps. Mr. Vorys. 

Mr. Vorys. Are we going to run through to get economic and 
point 4? 

Chairman Ricuarps. We can. General Scott, of course, wiil 
testify more definitely about regions in regard to the military. If you 
want to go into this other question, go ahead. 

Mr. Vorys. No questions. 

Chairman Ricnarps. Mr. Gordon. 

Mr. Gorpon. No questions at this time. 

Chairman Ricuarps. Mrs. Bolton. 

Mrs. Botton. No questions. 

Chairman Ricuarps. Mr. Carnahan. 

Mr. CARNAHAN. No questions. 

Chairman RicHarps. Mr. Smith. 

Mr. Smrru. I will pass. 

Chairman Ricuarps. Mr. Ribicoff. 

Mr. Risicorr. I am concerned that this is another statement with 
a iot of generalities, more or less in different words, but similar to 
what we have heard so far. 

I would assume that in executive session, and Mr. Perkins being in 
charge of a most vital area of the world, one of the most vital, we would 
hear a little different angle of what is going on there in Yugoslavia, 
what pressure is on Yugoslavia at the present time, also the questions 
of Turkey and Greece. I believe that comes within Mr. Perkins’ 
jurisdiction. 

| have no special questions to ask. I would like my 5 minutes 
taken up by a little more specific explanation from Mr. Perkins. That 
is all. 

Chairman Ricuarps. Mr. Perkins, can you answer his question? 

Mr. Perkins. Might I say this was prepared for the public record. 

Mr. Rreicorr. We are having three sessions a day. I apologize, 
\fr. Chairman, if I am intruding here. But my feeling is that I have 
nothing to learn from a statement like this, which is full of generalities. 
We have heard a lot of it. 

We had better start getting more facts if we are to get out a good 
hill that means something. 

Mr. Futton. May I add my 5 minutes, because my questions 
were going to be on Yugoslavia. 1 would like to hear what they are 
doing, and I think that should be public. 

Mr. Roosrve tr. This is an executive session? 

Chairman Ricuarps. This is executive session. But as I stated 
awhile ago, most of it will be screened for inclusion in the open record, 
except very strict security matters. 

Mrs. Bouron. I wonder if you would announce what you said in 
the beginning before these gentlemen came in, about the nature of 


the hearing. 
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Chairman Ricuarps. I announced that both the Chair and ¢), 


Witnesses are as anxious to put as much of this testimony in the 


record as they can. This is a mild form of executive session, becayse 
we want to get as much of it in the record as possible. The witness»s 
have agreed to put most of it in the record for the benefit of the 
committee itself. So we remain in executive session. 

I do not believe you were here, Mr. Roosevelt, when that statement 
was made, 

Mr. Ribicoff, Mr. Secretary, has raised the question of Yugoslavia 
Maybe you could tell us a little something more definite about thai 

Mr. Perkins. I would be glad to. As you remember, last winte: 
we came before the Congress and asked for $70,000,000 for the Yuyo- 
slav emergency relief assistance.. That was granted. That money 
has been spent. The food has arrived in Yugoslavia and has carrie: 
Yugoslavia through this drought period. 

Their crop situation at the present is favorable. The only difficulty 
they have had so far this year has come from floods rather than from 
drought. That may to some extent impede their ability to export 
foods from this current crop. But it certainly is not serious enough to 
in any way impair their ability to feed themselves. So that part of the 
Yugoslav situation seems to be getting in order. 

You will also remember that this spring, because of the raw materia! 
shortage in Yugoslavia, we used 29 million dollars of military assistance, 
to supply raw materials which could be used in support of their military 
organization to help out their raw material situation, 

That money has been either all spent or committed, and most of the 
goods are on the way, although some will not arrive for a few weeks vet 

Despite those two acts, which accomplished their purpose [ believe, 
Yugoslavia is still in a difficult situation. As I explained here before, 
their balance of payments situation is critical. And until they can 
build up their investments in Yugoslavia to produce more of the things 
that they themselves need without imports, and to produce additional 
exports, they will have a balance of payments problem. 

We have been working with the British and the French on that 
problem. We have worked out an understanding with the British 
and the French that they will participate in making up that balance 
of payments deficit. With them we are approaching other countries 
to obtain their participation also. Our share of this aid program for 
fiscal 1952 is now planned at approximately 60 million dollars, which 
is included in this estimate which is before vou. It is impossible to 
provide final figures until the negotiations with the smaller countries 
are completed. 

(Discussion off the record.) 

Mr. Perkins. We are pleased that the British and the French hav: 
been willing to come forward and take that part of the burden. We 
think it is an encouraging sign. 

Mr. Jupp. Do they provide that in dollars or in their own currency’ 

Mr. Perxtins. Presumably in their own currency. Goods they cat 
acquire in their own currency or available from their own production. 

Chairman Ricnarps. Your. time has expired, Mr. Ribicoff, but 
Mr. Fulton has suggested that his 5 minutes be taken on the sam 
subject. Will vou continue on the same subject, Mr. Perkins? 

(Discussion off the record.) 
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Chairman Ricuarps. Does the gentleman yield to Dr. Judd out of 
his time? 

Mr. Futron. It happens to be my time. 

Chairman Ricuarps. But he has control of it. You gave Mr. 
Ribicoff his time. 

Mr. Fviron. I said to add my own to Yugoslavia. 

Chairman Ricuarps. That is out of order, under those circum- 
stances. Mr. Ribicoff, your time has expired. Mr. Merrow. 

Mr. Merrow, Mr. Perkins, on page 3 of your statement you have 
referred to the growing cooperation among the free European nations 
and have cited the OEEC, the Council of Europe, the European 
Payments Union, and the Schuman plan as evidence of this fact in 
the political, economic, and military fields. 

Is this cooperation as great as we have reasonable right to expect? 

Mr. Perkins. That is a difficult question to answer. It certainly 
has not been as great as we have hoped for. I think, on the other 
hand, that perhaps it is fair to say that it has been as great as we 
had any reason to expect. 

The problems of integration are very great. When vou suggest to 
sovereign states that they give up part of their sovereignty, you get 
into serious complications. 

I think given that fact, what the Europeans have done, particularly 
the initiative which they themselves took on the Schuman plan, has 
been very encouraging. 

It is too early vet to talk very much about how far the European 
army may get. But there again their initiative in suggesting that 
a European army be formed, which in substance would give up one 
of the most critical points in national sovereignty, 1 think shows 
they are ready and willing to go quite a long way in integration. 

Mr. Merrow. Is it vorrect to state that until there is a much 
greater degree of integration, economically and politically, it will be 
necessary for us to continue assistance to Western Europe? 

Mr. Perkins. I am sure that a greater degree of integration would 
strengthen Europe economically. I do not think it is correct to say 
that we will have to continue that assistance until that, integration 
has been achieved. 

Mr. Merrow. But the greater the integration the smaller the need 
will be for our assistance, 1s that right? 

Mr. Perkins. You get into a time factor there. And IT am not 
sure that the integration economically can come fast enough to make 
a very marked effect on our assistance. 

You have economic problems in Europe which simply take time. 
| was talking with a foreign minister as to the problems in his country 
with a neighboring country. 

He said that if the tariff barriers were taken down between those 
two countries, 50 percent of the labor force in his country would be 
unemploved immediately. 

They have to take and they are taking steps to improve their costs 
and their productivity, so they can take those tariff barriers down. 

Until something is done along those lines, which is a time-consuming 
process, it is not feasible to take down those barriers. 

Mr. Merrow. What would you say they are to do in the immediate 
future to accelerate integration? 
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Mr. Perkins. I think the lines along which they are working are ¢}, 
ones along which they should work, and we should endeavor to help 
them, particularly on the side of economic integration, which from ¢}, 
point of view of over-all economic strength and their individual ability 
to defend themselves, is the most important. ' 

Mr. Merrow. It seems to me if they have not advanced as rapidly 
as we had hoped for that perhaps there is something lacking here. 

I have heard many people say, ‘‘Well, they have not integrated as 
rapidly as we hoped they would.”’ What is the basis for hoping tha: 
they could integrate more rapidly? 

Mr. Perkins. | do not think you always have a basis for a hope. 
I think that is perhaps the difficulty with that, and that we in our 
enthusiasm have perhaps hoped for more than, as I think I indicated, 
was reasonable to expect. 

Chairman Ricuarps. The gentleman’s time has expired. Mr. 
Hays. 

Mr. Hays. Mr. Perkins, when General Eisenhower was here he 
spoke of Germany as being in a separate category, that he could not 
move on military programs until certain policy matters were deter- 
mined. 

Now Germany is included in the economic plans? 

Mr. Perkins. Yes. 

Mr. Hays. You refer to that on page 6. That program of economic 
aid in Western Germany at least is something of an exception to this 
general assertion that we have been making, that economic and mili- 
tary aid is tied up together, is it not?) How can we be entirely con- 
sistent on that point? 

Mr. Perkins. The strength of Germany depends on further eco- 
nomic assistance. Germany is not yet in a position where it can 
build up its own armed forces. When it is in that position, the 
economic strength of the country will be very important to that 
effort. So this is a preliminary, if you will, as the European program 
was to the ability of Europe to build up its forces. 

Mr. Hays. I am not questioning the fact that aid is justified in 
the light of that hope. Of course, you can understand how we have 
certain reservations just as, | am sure, General Eisenhower had about 
Germany’s future. 

I do not want to take too much time on that. But what is your 
feeling about the German people’s attitude? Are they going to be 
more reasonable about their own plans, militarily, in the light of the 
rreat exposure themselves? It seems to me their official attitude has 
ane disappointing. What is your feeling about it? 

Mr. PerkKINs. T think that is a question which you could more 
properly ask Colonel Byroade, who heads our German office. 

I might give you a very brief and somewhat general answer. The 
Germans find themselves next to the Russian-dominated countries. 
They are in the most exposed position. They are therefore concerned 
that before they start to rearm that there should be some reasonable 
prospect. It is the same thing I indicated in my general remarks, 
that the defense will be successful. There is no point of getting into 

a defense that will be unsuccessful. That is one of the things that 
concerns them. I think the actions that have taken place in the last 
6 or 9 months have gone a long way to dispel that fear that they have. 

They have another feeling which I think is fairly generally held in 
Germany, which is that they do not themselves want to have a na- 
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tional army. They would much prefer if they are to rearm to be part 
of some larger military concept than merely a German concept. 

Mr. Hays. You find that feeling is pretty general? 

Mr. Perkins. That is reasonably general, as I understand it. To 
that extent they are on the same side of the argument that the French 
are On. 

Mr. Hays. It poses a very difficult problem. In other words, it is 
in a class by itself; is it not? 

Mr. Perkins. That is quite right. 

Mr. Hays. You mentioned the eight NATO countries. There are 
four others, are there not? I am just trying to get my own thinking 
clear on that. We are giving no aid at all to the United Kingdom in 
this $1,675,000,000? 

Mr. Perkins. That is right. 

Mr. Hays. There are 12 NATO countries, are there not? 

Mr. Perkins. Portugal, I think, is the only other NATO coun- 
try-— 

‘Mr. Hays. Portugal, the United Kingdom, Canada and ourselves 
make up the 12? 

Mr. Perkins. Yes. 

Mr. Hays. So that really in Western Europe the UK and Portugal 
are the only ones in NATO that do not share economic aid. You 
have not discussed Spain. Is there anything you want to add in the 
light of more recent developments and the conversations that have 
been held on that? 

Mr. Perkins. I think you are referring to the military side of the 
thing in Spain. As you know, we believe that Spain can be of assist- 
ance in the defense of Western Europe. 

It becomes a very complicated problem because of the feeling of so 
many Europeans, which is shared also by a fair number of people in 
the United States, that we should not try to take Franco into our 
family. 

However, we felt that despite that there were certain minimum 
arrangements we should attempt to make with Spain. As was indi- 
cated in the paper this morning, they constituted largely the right to 
use facilities in Spain. 

(Discussion off the record.) 

Mr. Perxtns. That is in general what we are thinking about dis- 
cussing with Mr. Franco at the present time. 

Chairman RicHarps. The gentleman’s time has expired. Dr. Judd. 

Mr. Jupp. Since I have used 1 minute of the time of the gentleman 
from Pennsylvania, I will yield 4 minutes of my time to him. 

| would like to pursue that which I was not able to finish earlier. 
Is there objection to putting into the record what other countries 
are providing? 

(Diseussion off the record.) 

Mr. Perkrns. May we consider that and see what kind of a state- 
ment we can put in the record? 

(The information referred to is as follows: ) 


U.K. and French Contributions to Yugoslav Aid Program 


Great Britain and France are going to provide a substantial share of the assist- 
ance to Yugoslavia under the recently negotiated tripartite program. We also 
hope other countries will make some contributions. Of the amount which the 
three Governments are to provide—and this amount is not fixed because we don’t 
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know exactly how the situation will develop during the year in regard to Yugo- 
slavia’s trade and debt payment situation—the British and French together wil! 
put up slightly over one-half of what we put up. This is a significant factor jy 
reducing the potential burden on the United States. It also provides a concrete 
proof of the common interest of the western nations in Yugoslavia’s continued 
independence. 

Mr. Jupp. The more we can show they are doing the better off 
we are in presenting the case before Congress; is that right? 

Mr. Perkins. Right. 

Mr. Jupp. Thank you. 

Chairman Ricuarps. Mr. Roosevelt. 

(Discussion off the record.) 

Mr. Rooseve tt. The next question is, Do you feel that the program 
voted by Congress by the loan formula last year is the most effective 
way to extend Uncle Sam’s dollars, or do you feel with Mr. Hoffman, 
who did not express any political attitude but simply an economic 
attitude, that he considered the loan formula to be a very good one, 
and that we would have gotten more for our dollars, the 62; million, 
if we had used the ECA formula? 

Do you think we should consider bringing Spain into the ECA 
set-up, or under unilateral administration by ECA, or the successor 
thereto, or should we set up a separate ECA for Spain? 

Mr. Perkins. Let me answer part of that question and then refer 
the other part of it, if I may, to Mr. Porter. On the question of 
bringing Spain into ECA, you would simply agitate the feeling in 
Europe toward Spain, and would make it more difficult for us to do 
what we think is desirable to do on the military side of the situation. 

I think from that point of view we should avoid that particular 
action now and in the immediate future, certainly. 

I think Mr. Porter can perhaps answer better on the question of 
loans versus grant aid. 

(Discussion off the record.) 

Mr. Vorys. Will the gentleman yield? 

Chairman Ricuarps. The gentleman’s time has expired. I think 
you have a half minute. Of course, we want Mr. Porter, when he 
testifies, to go deeper into that. 

Mr. Roosrvse.r. I have a great deal more to talk about on this 
subject. I will be glad to yield my half minute to you, Mr. Vorys. 

Mr. Vorys. You say we have had no economic ECA mission in 
Spain. Why is that? Is it not because although the law directed 
ECA to make the loans, ECA turned it over entirely to the Export- 
Import Bank? 

Mr. Porrer. The law gave us the responsibility. 

Mr. Vorys. Did Spain prevent you from having an ECA mission 
there? 

Mr. Porter. Nor have they proposed that we have one. 

Mr. Vorys. The law proposed that you have one. 

Mr. Porrer. That is not my understanding, Mr. Vorys. 

Chairman Ricuarps. The gentleman’s time has expired. Mr. 
Fulton. 

Mr. Futron. The questions that have been previously raised and 
which should be touched on in detail, I should like to outline shortly 
so we can get some statement later for the record. 

For example, first, the church prisoners. What has been done since 
my amendment of last year directed toward releasing the church 
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prisoners and toward freedom of religion that I*had tried to put in as a 
condition of granting aid? 

Secondly, how about political prisoners? And how much of a re- 
lease was there last December when it was announced they had almost 
an amnesty? 

I would like to know the provisions of that amnesty. 

Thirdly, what about the return of the Greek war orphans? What 
number are not returned, if there are any not returned? Also, I 
raise the question if there are any in the country that are hidden and 
there is no opportunity given to the Greeks to find out where they 
might be. 

Next, in regard to the Trieste question. What progress is being 
made toward the settlement of that problem? 

What about the Carinthian question? Is that being settled? Drew 
Pearson wrote a short time ago that there were certain areas of 
Yugoslavia where there was almost the equivalent of an armed opposi- 
tion to this Government. What areas are they and what people do 
they have that refuse to accept the present Yugoslav Government? 

In addition, in this country we have the problem of dual citizen- 
ship. The Yugoslav Government claims that the citizens of the 
United States are still citizens of Yugoslavia. That is also true of 
former Yugoslavs now in Argentina. 

What is the progress on the Yugoslav Government giving exit 
visas and exit permits to those people wishing to emigrate? I under- 
stand there are a number of families who have always been for free- 
dom in Yugoslavia and he will not permit those families to emigrate 
or to be reunited with relatives, husbands and wives, fathers and 
mothers now permanent residents and citizens abroad. If you want 
some names, I will give them to you. I certainly want those families 
reunited. 

In addition to that there is the question of the treatment and re- 
pression of certain minorities and ethnic groups. I would like to 
hear about the current status of these groups in Yugoslavia. 

In Greece, when we had to go in to make up the balance of pay- 
ments deficit, we insisted upon representation in a policy committee 
in connection with the Bank of Greece operations. The British had 
done the same thing. I would like to know if we are doing the same 
in Yugoslavia and, if not, why not. Why are we not adopting the 
Greek formula? That was the chief complaint of this committee on 
China, that the administration did not adopt the successful formula 
in Greece in dealing with that government. 

If we are making up the deficit of that nature and are making 
commitments, I think Congress should first be asked for the authority 
to participate in the fundamental financial decisions of the government. 

And at least if the United States is going to spend its money, and 
insure any deficit that comes up, we should have some say as to the 
currency and financing level, at the level of the Bank of Yugoslavia. 

I am interested in the various freedoms in the school systems, and 
in the cultural institutions. I would like to know what is the progress 
since we have given the aid last year towards permitting freedom of 
expression, and toward taking off the terrific slant of untruth and 
propaganda in the school system about the United States. 

We are still being called imperialists by many of the Tito groups. 
And in addition are being told that we are part of the imperialist 
group that will finally have to be eliminated. 
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I would like to know definitely whether that has been changed. 

Chairman Ricuarps. The gentleman’s time is up. Mr. Secretary. 
he gave you a large order there. If you answered it you would tear 
the 5-minute rule all to pieces. Will you provide that for the record? 

Mr. Perkins. I have the answers to some of those questions, bu! 
on others I have not the most up-to-date information. I think if | 
provide it it will be better. 

Chairman Ricuarps. It will be provided for the record? 

Mr. Perkins. Yes. 

(The material referred to is as follows:) 


FREEDOM OF RELIGION 


The United States Government has continued to make known to the Yugoslay 
authorities its attitude toward impairment of religious freedom in Yugoslavia 
and to press for improvement in this connection. There has been no basic change 
with regard to the situation regarding church members who are imprisoned or 
toward freedom of religion. There have been a number of instances on non- 
fundamental issues of efforts on the part of the Yugoslav Government to be 
more conciliatory in its relations with the churches. The Roman Catholic 
Bishop Peter Cule of Mostar and the Servian Orthodox Bishop Varnava Nastic 
of Sarajevo have been released from imprisonment prior to the expiration of 
their sentences although neither has been permitted to resume his former eccle- 
siastical duties. On June 2 the Yugoslav Government informed the Holy See 
through the Papal representative at Belgrade that it was prepared to releas 
Archbishop Aloysius Stepinac of Zagreb from imprisonment provided that he 
leave the country. The Holy See replied on July 2 that, as the Archbishop 
prefers to remain near the members of his archdiocese it doe; not intend to impose 
a removal from Yugoslavia as a means for securing his release. State controls 
at the parish level continue relaxed so that attendance at religious services remain: 
free and unimpeded. 

AMNESTY FOR PRISONERS 


The Yugoslav press announced at the beginning of the year that approximate!) 
11,700 prisoners were being released prior to the expiration of their sentences, on 
the basis of amnesty decrees of the Federal and regional governments of Yugo- 
slavia. It appears that most of the persons involved had been sentenced for 
failing to meet their compulsory food-delivery quotas, for sheltering fugitives, 
and for minor criminal offenses. It does not appear that the texts of these 
amnesty decrees have been published. 


RETURN OF GREEK CHILDREN From Yucos.avia 


The progress already made with regard to returning to Greece the children who 
were removed from their homes during the period of guerrilla warfare may go a 
considerable distance toward clarifying and resolving this problem. 

On November 25, 1950, 21 children were returned to Greece, a second group of 
54 children was repatriated on March 14, 1951, and a third group of 214 children 
was returned on May 27, 1951. In addition, about 100 children have left 
Yugoslavia to join their parents who have emigrated to Australia. Through the 
assistance of a mission from the Swedish Red Cross, which at the invitation of 
the Yugoslav and Greek Red Cross Societies has interceded in this matter o1 
behalf of the International Red Cross, it is expected that in the next few monthis 
approximately 400 additional children will be returned. The Swedish Red 
Cross mission visited Yugoslavia and Greece in the spring. While in Yugoslavia 
the mission inspected Yugoslav camps in which Greek children reside to identify, 
and to prepare and check lists of, those to be repatriated. The activities of th 
Swedish mission have been directed toward the return of children to parents i! 
Greece who have homes in which to receive them and who request their return. 

It now appears that of an approximate 10,000 children who formerly lived in 
Greece but are now in Yugoslavia, the great majority are living with their parent= 
who are part of an estimated 30,000 persons, principally members of the Silay 
Macedonian minority from northern Greece, choosing to remain in Yugoslavia 
after the collapse of the guerrilla war in Greece. Of the remainder totaling abou! 
1,500, many of whom are also ethnically Slavs, some are orphans or cannot be 
identified while others are children of parents now residing in Cominform coun- 
tries; several hundred are considered likely to be eligible for repatriation. 
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TRIESTE 


There is no fundamental change in the situation with respect to the Free 
Territory of Trieste. It is obvious that both Italy and Yugoslavia, the two 
nations most directly concerned, would benefit if a bilateral settlement could be 
worked out between them, since only the Soviets and their allies profit by the 
present tension over Trieste. However, long-standing territorial questions are 
notoriously difficult to solve, and this is one on which strong popular sentiments 
are involved on both sides. It is apparent from information reaching this Govern- 
ment that a propitious moment has not yet arrived for achieving a workable 
solution of this problem. 


THE CARINTHIAN QUESTION 


Following World War II, the Yugoslav Government advanced a territorial 
claim against Austria involving a sizable portion of the province of Carinthia and 
a smaller portion of the Province of Styrie. This claim was considered in the 
Council of Foreign Ministers in 1947, 1948, and 1949 during negotiation of the as 
vet uncompleted Austrian Treaty. In the course of these deliberations the claim 
was modified on several occasions by the Yugoslav Government. It was rejected 
from the start as unjustified by the United States, British, and French delegations 
at these treaty conferences, and ultimately in June 1949 it was rejected by the 
Soviet delegation as well, following the break in June 1948 between Yugosle via 
and the Cominform. Thus the frontier issue no longer is one of the obstacles 
holding up conclusion of the Austrian settlement. In the intervel since 1949 the 
Yugoslav Government has ceased to press the territorial or reparation claim it 
had advanced against Austria during 1915-49, and there has been a steady 
improvement in Austro-Yugoslav relations. In addition to virtual solution of the 
issue of Austrian nationals held in Yugoslavia as prisoners of war following the 
conclusion of hostilities, the Austro-Yugoslav frontier has been reopened, and 
trede and normal diplomatic relations between the two countries have been 
resumed. 


Exir Permits For UNitTep States Citizens AND THerr RELATIVES 


In November 1950 the American Embassy at Belgrade gave to the Yugoslav 
Government a list of about 300 persons having close ties in the United States, 
who were regarded by this country as American citizens but by Yugoslavia as 
its nationals. The Yugoslav Government agreed to consider this list favorably. 
These persons appearing in the list had been trying for a number of vears to 
leave Yugoslavia. Between November 1, 1950, and mid-July 1951 about 250 
of these dual nationals and 30 of their non-American relatives left Yugoslavia 
for the United States. Approximately 30 others whose names were included 
among the 300 persons discussed with the Yugoslav authorities in November 
have since indicated to the American consular officers in Yugoslavia that they 
do not wish to travel to the United States at this time. The applications for 
exit visas of the remainder are still under review. 

In April 1951 the American Embassy submitted to the Yugoslav Government 
# second list of dual nationals in Yugoslavia desiring to come to the United States 
but without close ties in this country. As yet only a few of the persons included 
in this list have been issued exit visas. 

The Embassy at Belgrade is reviewing the remaining cases of persons in Yugo- 
slavia claiming American citizenship, with a view to adding their names, if their 
citizenship is established, to either the list submitted last November of persons 
with close ties in this country or to the second list submitted in April of persons 
without such ties. Attention is also being given to facilitating the departure 
from Yugoslavia of non-American relatives of United States citizens, where it is 
possible to document these persons for entry into this country. While progress 
in this regard has been slow, there are indications that the Yugoslav Government 
is showing increasing awareness of the humanitarian principles involved in per- 
mitting families to be reunited. 


Minority GrRovupPS IN YUGOSLAVIA 


In addition to the major Yugoslav ethnic groups (Serbs, Croats, Slovenes, and 
Macedonians) who together form approximately 85 percent of the total population, 
there are a number of minority groups. These groups have lived in the same areas 
for generations and are well intermingled with the other people around them, 
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although the largest ethnic minority group, the Albanians, which numbers about 
750,000 persons, is also the most compact. Other groups are the Hungarians 
(500,000), Rumanians and Vlachs (165,000), Czechs and Slovaks (125,000) 
Italians (80,000), Bulgarians (60,000), Germans (55,000), Ukrainians (35,000). 
and Russians (20,000). In 1951 the Germans (Volksdeutsche) formed the 
largest minority but most fled or were expelled during or following World War I. 
Most of the 10,000—15,000 Jews who survived the war have emigrated to Israel: 
less than 7,000 remain. 

While the present regime manifests considerable concern for the welfare of its 
minority groups and has accorded some of them a status which they did not 
previously enjoy, there has been considerable emigration from among particular 
groups principally the White Russians and Italians, in addition to that by the 
Jews. After World War I a sizable number of refugees from Russia settled in 
Yugoslavia, many of whom became Yugoslav nationals. Some collaborated with 
the Germans during World War II. Following the war the present Government 
revoked the Yugoslav citizenship of all persons of Russian origin. Some who took 
Soviet citizenship chose to return to the Soviet Union but most either fled to the 
west or continued a precarious existence in Yugoslavia. As the result partly of 
pressures placed upon them after the Yugoslav-Cominform break by the Yugoslay 
authorities, concerned over the security aspects of the problem, over 2,000 left for 
the United States-British zone of the Free Territory of Trieste during 1950, and 
the movement has continued during 1951. 

As a consequence of the boundary changes between Italy and Yugoslavia 
following World War II, the size of the Italian minority was considerably if- 
creased. Many Italians moved to Italy from these areas rather than remain under 
Yugoslav rule. The status of those who remained has been a subject for Italian- 
Yugoslav negotiation and has been a source of great concern to the Italian authori- 
ties, particularly as regards Italians in the Yugoslav zone of the Free Territory of 
Trieste. Many of the Germans who remained in Yugoslavia after the war are 
now going to Germany on the basis of arrangements made with the German 
Federal Government. 


Controt Over Yuaostav FINANces 


In working out the proposed plan of assistance to Yugoslavia the United 
States, British, and French Governments have all shown awareness of the need 
to have such controls as were necessary to make the aid effective. The question 
is what methods are possible and the most practicable as a means of attaining 
the desired end. In the administration of the recent food-aid program and of the 
current raw-materials program we have had the full cooperation of the Yugoslav 
authorities in regard to the use of the funds granted and the distribution of the 
commodities sent. They have shown themselves willing to take American advice 
on financial and other matters. Furthermore, under the existing bilateral! agree- 
ments covering food and raw materials assistance and under the proposed legisla- 
tion, provision is made for counterpart funds in Yugoslav currency which can be 
spent only as agreed between the United States and Yugoslav Governments. 


FREEDOM OF EXPRESSION AND ACADEMIC FREEDOM 


While the present Yugoslav Government continues to countenance no organized 
opposition to established governmental policies, and remains a dictatorial regime, 
there has been a noticeable increase in the readiness of Yugoslav citizens to speak 
their minds on many issues. The capaign of vilification of the United States, 
which was pressed so actively only a few years ago, has completely abated, and 
the great reservoir of good will toward this country which has long existed among 
the Yugoslav people is now given expression by the official organs of the Govern- 
ment. 

The school system of Yugoslavia continues to imbued with a Marxist approach 
and a considerable portion of the curriculum contines to be devoted to political 
indoctrination; however, it appears that this country is portrayed in a much more 
objective manner than was formerly the case. The former school textbooks 
which glorified the Soviet Union have been discarded, and in many schools the 
teaching of Russian has been replaced by the teaching of other languages, espe- 
cially English. The Yugoslav universities and learned societies have shown great 
interest in American publications, a need which the Department of State 1s 
endeavoring to help meet through the information library of the Embassy at 
Belgrade. 
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Yucostav Views REGARDING IMPERIALISM 


The Yugoslav Government appears to have changed considerably its views 
of the United States and the role it plays in international affairs today. While 
the Yugoslav press and authorities formerly followed closely the propaganda 
line taken by the Soviet Union, after the break with the Cominform and partic- 
ularly during the last year they have demonstrated a much more objective 
approach with regard to such matters. They recognize frankly that the imperial- 
istic threats to the peace of the world today do not come from this country, as 
alleged by the Soviet bloc, but from the Soviet Union itself. They are willing 
to cooperate with the United States and other free nations in support of the 
United Nations Charter against Soviet imperialism. This does not mean that 
the present Yugoslav regime has abandoned the classic Marxist-Leninist dogmas 
concerning ‘‘capitalist imperialism,” that it is at no time critical of this country, 
or that it has been prepared on all occasions to associate itself with the United 
States; however, it does mean that the United States is no longer depicted as an 
imperialistic force in world affairs. 


OPPOSITION TO THE YUGOSLAV GOVERNMENT 


Since Yugoslavia does not have a democratic political system, it is difficult to 
measure the degree of opposition to the Government. However, there is no 
significant armed opposition presently existing in this or that area, either on the 
part of Cominformists or on the part of anti-Communist opponents of the regime. 
According to our best information, the Government’s authority extends through- 
out the country. Moreover, on the issue of defending Yugoslavia’s national 
independence, the Government’s position has widespread popular support. 

Chairman Ricuarps. Mr. Mansfield. 

Mr. Mansriretp. Mr. Chairman, I would like to ask the Secretary 
what he would think of including Spain under the same title as 
Yugoslavia. 

Mr. Perkins. Iam not quite sure I understand what you mean. 

Mr. Mansrie_p. What ts your reaction to the possibility of includ- 
ing Spain under the same title in this bill as Yugoslavia? I asked that 
question because fundamentally the reasons why we would be con- 
sidering aid to both countries would be the same. 

Mr. Perkins. What part of the act would that be? 

Mr. Mansrietp. There has been no bill introduced that I know of. 
I understand that Yugoslavia is treated in a separate title under the 
proposed bill or the bill which will be proposed. 

It appears to me that on the basis of the defensive possibilities in 
both areas, that they might well be considered together. 

Mr. Perkins. I am not clear that that is what was proposed for the 
act. I think a year ago we all considered that Yugoslavia and Spain 
came in the same category as a practical matter in connection with the 
act. 

Mr. Mansrie.tp. Then I would assume that the answer would be 
yes, because as I understand it, what we are considering for Yugo- 
slavia this year is not a continuation of famine relief, but the possi- 
bility of strengthening Yugoslavia for defense against the satellite 
countries on its borders. 

li would appear to me that on the basis of testimony which this 
committee heard in Europe, and on the basis of Admiral Sherman’s 
visit this week, that the same consideration should be given to 
Spain in that respect. 

Mr. Perkins. I think we can well consider that. There is one 
basie difference, which is that we know what the Yugoslav require- 
ments are and we do not know what the Spanish requirements are. 
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But, from the point of view of principle, I think it is something we 
could well consider as to whether the language of the act should jot 
cover and would be broad enough, as I believe it is, to cover both. 

Mr. Mansrietp. Thank you, Mr. Perkins. That is all. 

Chairman Ricuarps. Mr. Javits. 

Mr. Javirs. Mr. Perkins, we are glad to have you with us again. 
It is a special pleasure for me. 

I would like to ask you whether or not it is a fact that such aid as 
we give Yugoslavia or Spain, or both, is not straigit economic war- 
fare against the Communists? 

Mr. Perkins. I think that is correct. 

Mr. Javirs. And, if so, is it not a fact that each must stand on 
its own bottom? It may be very desirable to give aid to Yugoslavia 
because of the tactical or strategic situation, that is, with regard to 
Communists and our own alliances, and extremely unwise to give 
aid to Spain. 

Mr. Perkins. Well, certainly each case ought to stand on its own 
feet. There is no question about that. 

Mr. Javits. I would like to go further than that. It ought to 
stand on its own feet because it is economic warfare and there is no 
question of principle. You do it where it does you good. Is that 
the way vou feel about it in the State Department? 

Mr. Perkins. That is correct. 

Mr. Javits. Will we do anything or do nothing to indicate, if we 
do give aid to Spain, that we are thereby undertaking to support the 
Franco government? 

Mr. Perkins. We have not reached that point in our thinking 
about the thing as yet. 

(Discussion off the record.) 

(The following was submitted for the record: ) 

Question. Are there any GARIOA funds available for Germany from prior or 
proposed appropriations? 

Answer. No. GARIOA funds were last appropriated for the fiscal year 1950. 
There are no funds appropriated by Congress which are available at the present 
time from any past GARIOA appropriation. 

1. GARIOA stands for ‘““Government and Relief in Occupied Areas.’’ Appro- 
priation requests have been sought by the Army from the Congress for occupied 
areas under the administration of the Army since 1946. For the fiscal years 
1947, 1948, 1949, and 1950 appropriations for Germany were included within the 
GARIOA appropriation. These appropriations were available for the following 
purposes: 

(a) Economie assistance fo Germany; 
(b) Supporting the public affairs program in Germany; 
(c) Supporting U. 5. administrative costs in Germany. 

Fiscal year 1950 was the last year for which GARIOA funds were appropriated 
for Germany. GARIOA funds for Germany, as such, have therefore not been 
appropriated in fiscal year 1951 and are not bein requested for fiscal year 1{)52. 
There are no GARIOA funds appropriated by the Congress available at the pres- 
ent time from any past appropriations. 

2. In fiscal years 1949 and 1950 economic assistance to Germany was financed 
by two separate appropriations. Funds for economic aid to Germany were \n- 
cluded in the Army GARIOA appropriation on the one hand and in the bCA 
appropriation on the other. In September 1949, the Federal Government of 
Germany was established and, at the same time, military government was 
abolished and the Allied High Commission was created. The former United 
States element, Office of Military Government for Germany (U. 8.)—OMGUS5 
under the Department of the Army, was replaced by the Office of the High Com- 
missioner for Germany—HICOG—under the Department of State. In accordance 
with the terms of the fiscal year 1950 GARIOA appropriation act, funds appro- 
priated by the Congress under the GARIOA Act were transferred to the 
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Department of State and to the ECA. The Department took over the funds for 
administration and for public affairs, and ECA took over responsibility for funds 
for economic assistance to Germany. For the fiscal vear 1951, the Department 
of State requested funds from the Congress for the public affairs program in 
Germany and for administrative expenses in an appropriation known as GOAG 
Government in Occupied Areas of Germany). All the economic aid for Germany 
for the fiscal year 1951 was provided by the Foreign Economic Assistance Act 
of 1950. For fiscal year 1952 the Department of State has submitted a request 
for a GOAG appropriation to cover administrative costs and the public affairs 
program. All the economic aid for Germany is covered by the request contained 
in the Mutual Security Act. In other words, the split appropriation for eeonomie 
aid to Germany which occurred in fiscal year 1949 and fiscal year 1950 has been 
abandoned since the end of military government in Germany. Since then all 
economic aid for Germany has been consolidated in the ECA appropriation act 
for fiscal year 1951 and in the current Mutual Security Act. 

It should be noted that the special responsibilities which the United States has 
in Germany, which were supported by the GARIOA appropriation during Military 
Government, are recognized in section 114 (h) of the ECA Act of 1948, as amended. 
This authority has been continued in section 2 under title I of the Mutual Security 
(ct. Under this authority, in periods of emergeney, funds are available at the 
discretion of the President for the prevention of disease and unrest in occupied 
areas of Germany. . 

3. Economie assistance to Germany since fiscal vear 1947 under the above 
programs has been provided in the following amounts: 


Fiscal year | GARIOA ECA Total 


1947 rode, pe ees _..-----| $243, 189, 616 | | $243, 189, 616 
| ee 4 es ESE PT EE SS PSUS | 551, 766, 147 ‘ 551, 7668, 147 
1949 : : oa ; ; 554, 244,436 | | $613, 500, 000 1, 167, 744, 436 
1950... : ‘ é ; waa : : 2 366, 284, 958 284, 726, 000 651, 010, 958 
1951 a ‘ : 390, 858, 000 390, 858, 000 


15-month period Apr. 48 to June 49. 

! At the termination of Army administration $187,167,000 was transferred to ECA to be allotted by ECA 
during second half of fiscal year 1950. Of this amount $174,194,000 was expended as GARIOA assistance 
and is included in the above total. The remainder amounting to $12,973,000 was removed from this GARIOA 
account for 1949-50 and transferred to ECA funds for 1950-51. r 


Source: GARIOA, Mr. Martino, Department of the Army; ECA, Mr. Fishkin, ECA. 


Mr. Javits. Will you be prepared, or are you prepared to give us 
a country by country justification, economic and military, or economic 
alone—whatever you are responsible for—showing the allocation and 
showing in each case why each country is entitled to the money that 
you want to see it get? 

Mr. Perkins. Yes. We are prepared to present that information 
to vou. 

Mr. Javirs. When will that be presented, and in what form? 

Mr. Perkins. It is my understanding—and I do not know if this 
is correct‘or not—that after we have gone over the four parts of the 
world and the four titles generally, then the country presentations 
will be made individually. 

[ do not know whether that is correct or not. 

Chairman Ricwarps. | believe it is. 

Mr. Javirs. Can you give us any statement of principle upon which 
this program country by country allocation is proposed? In other 
words, if economic aid is proposed on a balance-of-payments basis, or 
if military aid is proposed on some other basis, are you responsible for 
that part of it so that you can state the principle upon which each of 
these programs has been made? 

Mr. Perkins. I think Mr. Porter would better state it for the 
economic part, and that General Scott or General Collins, when they 
are here, would do it on the military. 
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Mr. Javits. Mr. Perkins, I still have a half a minute or so, I think. 
Does Mr. Porter desire to state it now? 


Mr. Porrer. That is what I expect to devote my remarks to later, 
Mr. Javits. 


Chairman Ricuarps. You have a minute or two, but Mr. Porter 


is going into that very exhaustively. He is the next witness. 

Mr. Javirs. Certainly. If I do have a minute or two, Mr. Perkins. 
I would like to turn to page 4 of your statement, referring to the very 
top of the page, in which you say: 


Most of these people realize that their standards of living would be lower stil] 
if the Soviet stooges should come to power. 


Then you go on to say: 
* * * it is not easy for people to resist the mirage of Communist promises. 


I notice that the main point of your statement is taken up with the 
fact that the Communists are putting on a terrific drive in Europe 
for the purpose of winning Europe by intimidation. 

Can you specify in executive session just how they are operating, 
and in what secret or open ways they are operating, more than we get 
just from the press? Do you people know any more than we get from 
the press about it, as to just what they are doing ia order to intimidate 
Europe, or to delude or fool Europe in this way? 

Mr. Perkins. They are using, generally speaking, every known 
means of propaganda that I think anybody has ever thought of, and 
perhaps a few nobody previously had thought of, but if you want a 
full statement on that I think it would be preferable to supply that. 

(The information requested is as follows:) 


CommuNist Tactics IN WESTERN EvROPE 


The Communist Party—as the advance guard of Soviet expansionism—seeks 
to infiltrate every organ of authority or influence in the state. Those it cannot 
seduce to its purposes it seeks to destroy or immobilize by counter-organization. 
No group is too small or too remote to feel its hand—trade unions, educational 
groups, sports clubs, community social organizations, children’s groups, women’s 
clubs, professional associations of every type and purpose—all aretargets of 
Communist infiltration and Communist maneuver. 

In these drives the Communists operate not only on a basis of infiltration, but 
on that of intimidation as well. In the Italian trade-unions, for example, it 
would be a brave man who got up in a CGIL meeting to denounce Stalin and 
Stanlinism, or to maintain that the propaganda of the Communists in the trade- 
unions was primarily to aid the foreign policy of the U. 8. 8. R. and only secondarily 
to aid the workers. Not only in the Communist-dominated CGIL is the threat 
of the beating ever present; in the opposition CSIL trade-union group there is 
always a long list of organizers, workers, and leaders beaten up in the past month 
by Communist goons. 

The experience of anti-Stalinist Frenchmen is further evidence of the good 
squad intimidation methods of the party in Western Europe. When LeCorre 
broke with the Communist party and attempted to set up a Communist movement 
independent of Moscow control his first press conference was broken up )b) 
Communist hoodlums and he was himself beaten so severely as to require hospitali- 
zation. Today meetings of this group in France are harassed by criminal Com- 
munist elements as are similar gatherings of like-minded citizens in West Germany. 

A type of intimidation less easy to expose is that of the whisperer who lets it 
be known that it would be wise not to attack communism and Communists lest 
the Red Army ‘‘take care’”’ of the attacker when it “liberates’’ western Europe. 
Sometimes it is indicated the prospective victim will be ‘“‘eliminated’’ by the local! 
Communists, but often it is frankly stated that when Der Tag arrives he had 
better be on the good side of the Soviets. One aspect of this type of intimidation 
may be seen in the advertisements of reputable, obviously non-Communist firms 
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in Communist newspapers and magazines. While these types of intimidation 
are of little import in northern E uropa, they have considerable effect in France 
and Italy, where communism has its strongest political parties, and in Germany, 
where fear of a Soviet attack against an undefended West German area is always 
present. ai f 

In addition, one of the recurrent features of the propaganda techniques em- 
ployed by all Communist-controlled organizations is the attempt to induce a 

general reaction of fear and panic against the defensive polici ies of the non-Com- 
munist governments. There are, of course, numerous variations on this theme, 
put they are all intended to paralyze the popular will to resist Soviet aggression 
by incessant reminders of the horrors of war, the futility of resistance, and the 
human and economic sacrifices entailed by rearmament. 

The World Federation of Trade Unions, to take one instance, has played the 
fear theme on every chord that might possibly find sympathetic response among 
workers. When our program of shipping arms aid was inaugurated last vear 
under the mutual assistance provisions of the North Atlantic Pact, this Com- 
munist-controlled international trade union agency quickly brought into play its 
maritime trade department and its national maritime trade union affiliates in an 
effort to obstruct, or if possible, halt the unloading of United States arms ship- 
ments. In this anti-MDAP drive, the Communists in control of French and 
Italian dockers’ unions found their rank and file members unwilling to follow 
them in what was obviously an out-and-out attempt to use these unions to 
promote political interests of the Communists and the forei ign policy interests of 
the U. 8. S. R. Communist propaganda therefore made increasing use of the 
fear device to supplement its other propaganda appeals. Thus, for example, we 
may glean something of the nature of this play on fear from an anti-MDAP 
leaflet distributed among the dockers of Naples in the spring of 1950 which barbed 
its appeal in the following words: 

“Also you, ordinary man, woman, mother, father can do what the port workers 
of France and Italy have done. You can lend a hand to repel from our ports 
and our shores the curse and the death of foreign arms that hangs over us and our 
children. Woe to those among us who do not lift away the curse of foreign arms 
from the heads of our children * * * to remove from our ports the deathly 
mold of American ships with their cargoes of horror and death. From every 
port of Italy, babies mutilated in the other war, mothers who have seen their 
sons fall, peasants, workers, and intellectuals have written to the dock workers 
and the railway workers tens of thousands of letters and they have sent their 
delegations to the ports and to the rail centers. They said to the port workers 
and to the rail workers: ‘We know of vour hunger and your misery, we know of 
your unemployment. But don’t let your hands touch these cargoes of destruc- 
tion and of death, which will bring malediction on our homes. We know that 
your luck is bad, but we will all be at your side, the entire people will be at your 
side in solidarity, to support your secret resistance against the curse of foreign 
arms.’ Already, in hundreds of factories, and in the pastures, the workers have 
pledged themselves to support not only morally but with material aid those port 
workers and those rai] workers who are involyed most directly in the struggle 
against the unloading of malediction and death.’’ 

Another sample of WFTU propaganda which seeks to implant this psychology 
of fear by emphasizing the hopelessness of effective resistance is afforded in the 
following passage in the official organ of that body published last January: 

“The facts have demonstrated that moral superiority and the consciousness of 
a just cause are more important and stronger on the battlefield than supremacy 
intechnical means. It follows from this that the American imperialists, who have 
powerful technical means at their disposal but who follow a reactionary policy 

annot be successful in the military sphere * * *. 

‘The rulers of the United States have lost all sense of reality and are dragging 
the whole world into a new world war. American politicians are behaving like 
neurotics and anti-Communist maniacs and not like statesmen who are capable 
of solving coolly and thoughtfully problems on which the destiny of the world 
de pends. 

“Consequently, these maniacs are becoming isolated in the world: ‘Truman’s 
government is becoming isolated in its own country, the United States is becoming 
isolated from its allies and satellites and from the millions upon millions of working 
people of all countries.”’ 

The technique of intimidation is not confined, however, to popular sentiment 
against war. Communist trade-union propaganda is equally replete with warnings 
to workers that our ECA aid to Europe entails a steady decline in their standard 
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0’ living and the prospect of a future collapse of the economic system of Wester, 
Europe, and with it their chances of a steady livelihood. Characteristic of +);\. 
political exploitation of the European workers’ sense of economic insecurity is g 
statement by the leader of the Communist-controlled French General (‘o)- 
federation of Labor: 

‘“* * * the facts tell all Frenchmen that the few hundred milliard franes 
given through the Marshall plan went into other wallets than the lean purses of 
the housewives, which grow thinner and thinner as the results of the Marsha)) 
plan a (sic) become more and more evident. 

“Everyone sees, everyone except for a few cosmopolitan capitalists, who always 
save their own bacon, that this plan of ‘aid’ for French economy has in fact |o< 
to the decay of our national economy.” 

But oblique threats of military defeat or warnings of economic collapse do yo; 
exhaust the Communist armory of fear propaganda. Hints and indirect themes 
of intimidation have also been supplemented by propaganda which seeks to inspire 
a psychology of outright terror at the prospect of the physical destruction oj 
Western Europe and thus to undermine the willingness of the populations to 
support the defensive policies of their governments. In this the Partisans of 
Peace, with their Stockholm appeal and other spurious ‘‘peace”’ campaigns have 
proved to be veritable specialists in injecting the terror note into their propaganda, 
One may see this in all its directness in an article which appeared in their organ. 
In Defense of Peace (November 1950), in which the English reader is pointed), 
reminded that: , 

“* * * the transformation of Great Britain into an air and naval base di- 
rected against the U. 8. 8. R.—which has nothing in common with defending 
English soil—exposes us to the danger of Russian attack. As a soldier I can wel) 
imagine that Russia would feel obliged to reduce England to annihilation the day 
a third war broke out * * * 

“* * * the idea of sending our troops to Europe is quite ridiculous. If 
there were a Russian sweep—which I think highly improbable—there would |x 
no chance of stopping it * * ° *” 

The same theme was again plied by Dr. Hewlett Johnson, a perennial spokes- 
man at the “peace’’ gatherings, on the occasion of the first session of the World 
Peace Council last February. 

“The prospect is grim. The U.S. A., from her safety zone across the Atlantic, 
will hurl atom bombs on Russian cities. Russian troops will answer the attack 
Our men of Europe—English, French, Germans, and Italians—will receive th: 
assault. We English, they tell us, knew how to take the bomb in World War I] 
and we shall know how to take the atom bomb in world war III. And even if al! 
Europe is overrun, the U.S. A. will ultimately liberate us, as in Korea, by razing 
every city and village to the ground. 

‘My countrymen dislike the prospect. They dislike its present demands for 
impoverished living. They dislike its threat to their wives and children and 
fatherland; they dislike it because it has shed every moral pretext in the name of 
which it has been planned.” 

Similarly, for women the various agencies of Communist propaganda, particu- 
larly the Women’s International Democratic Federation, have had recourse to a 
set of fear themes especially designed to appeal to the special interests of women 
in their role as mothers and wives. Thus it has constantly been emphasized that 
the policies of the United States are designed to precipitate a war with Russia, 
preparations for which would undermine the educational opportunities and the 
health of their children, and the outbreak of which would mean mass slaughter of 
the infant population of the world. The latter point has been enormous!) 
exploited after the outbreak of the war in Korea when appeals and articles have 
been put into mass circulation, charging that American airplanes are killing thou- 
sands of children and concluding on a note that- 

‘‘We do not want our children to condemn us later on. Now is the time for 
each one of us, each mother, to ask herself: ‘What have I myself done personal!) 
to defend peace?’ ”’ 

It is thus quite apparent that the psychology of fear and intimidation constitutes 
one of the principal props of mass propaganda being carried on by the various 
agencies of the Communist movement in Europe. It is impossible within brief 
compass to detail all its manifestations, but enough has been said above to indicate 
that it is coming to occupy an increasingly important role in the propaganda 
output of European Communists. Even aclose reading of the press in this countr) 
fails to convery a full appreciation of its extent and intensity, and of the energ) 
and careful planning invested in its purveyance. 
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Mr. Javirs. Do you know anything as to whether they are suborn- 
ing the heads of governments? That is something we ought to know 
if there is any such information. 

Mr. Perkins. There is no such information I know of. 

Mr. Javirs. Or suborning the heads of armies or navies or industrial 
establishments? 

Mr. Perkins. No. 

Mr. Javirs. The heads of labor unions? 

Mr. Perkins. The heads of labor unions, some of them are Com- 
munists. There is no question about that. 

Mr. Javirs. What I am trying to get at, Mr. Chairman, if I may be 
permitted to, is where are the sensitive areas in high places which we 
would not read about or get in open session? I think that is what Mr. 
Ribicoff had in mind, and I sympathize with him. This is executive 
session. 

If you have any inside information, let us know it, or if you do not, 
let us know negatively that you do not, but let us know what the score 
js, at any rate. 

Chairman Ricuarps. Your time has expired. 

Mrs. Kelly. 

Mrs. Ketiy. Thank you, Mr. Chairman. 

Mr. Secretary, the same arguments can be applied against Tito 
to a greater degree than against Franco. Is that correct? 

Mr. Perkins. I think, generally speaking, that is correct. Yes. 

Mrs. Ketity. You said we are going to recognize Tito and the 
Tito government. 

Mr. Perkins. We also recognized the Franco government too, of 
course. In fact, we have never unrecognized it. 

Mrs. Ketity. Our Ambassador was recalled from Spain for yvears— 
which is diplomatic disapproval of a regime. However, I feel by 
giving assistance that we are supporting the regime, and I think 
something ought to be done to make the peoples of those countries 
realize it is expedient for us to do it at this time and not because we 
are in agreement with the regime. 

I now refer to page 4—the first paragraph on that page, you say: 

Even those who actually don’t want the Communists to gain control of the 
government sometimes vote Communist as the only emphatic method of register- 
ing a violent protest against existing social conditions. 

That applies to colonial administration, particularly in Asia. 

The estimated obligation assistance to France is very high, both 
military and economic, and on another page here I see where the 
estimated obligations to Indochina are military and economic. 

Could you tell me if you are going to give that assistance to Indo- 
china directly to the regime set up by the French Government, which 
the Vietnamese object to? 

Mr. Perkins. I think Mr. Rusk, when he is here, who is responsible 
for that area, can give you a better answer on that than I could. 

Mrs. Keury. It is not estimated for the French Government, but 
estimated for Indochina. 

Mr. Perxrns. My understanding is that there is an interrelation- 
ship between both the French Government and the local governments, 
ee I think Mr. Rusk can describe that for you much more accurately 
than I can. 
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Mrs. Ketiy. Thank you. 

Mr. Rooseve rr. Will the gentlelady yield? 

Mrs. Ketry. I yield. 

Mr. Roosrvett. Mr. Porter, I think you can answer this. When 
Mr. Foster was here he told us they expected to sign the ECA agree. 
ments with those three dominion status countries—Cambodia, Laos, 
Vietnam—the end of last week or the beginning of this week. Now 
I understand the French have reneged on their former agreement and 
there is considerable throwing of monkey wrenches in the works, and 
the situation has bogged down completely. That is not because of 
the Vietnamese at all, but because of the French going back on their 
original program of independence, and so forth. is that correct? 

Mr. Porter. The French have created difficulty in the signing of 
these agreements by insisting that before the agreements were signed 
they must have the approval of the High Council of the French 
Union which, however, is not yet functioning actively. So the 
French have agreed that the President of France may give approval 
instead. 

Mr. Roosrvetr. That was the situation 2 weeks ago. 

Mr. Porter. Tendaysago. Yes. The agreements as of yesterday 
had not yet been signed, but it appeared that they were about ready 
for signature. 

Mr. Roosevetr. That is the long and short of this disagreement 
with the French? 

Mr. Porter. I did not understand that. 

Mr. Roosrvett. Is that the long and short of this disagreement 
with the French? 

Mr. Porrer. Yes. The French have raised no objection in 
substance. It has been purely a matter of form. 

Mr. Roosrevetr. Thank you, Mr. Chairman. 

Chairman Ricwarps. Your time expired, and the gentlewoman’s 
time expired. 

Mr. Herter, they are on the R’s or the S’s now, so you will have 
plenty of time to get your questions in before you go down. 

Mr. Herrer. | have a question in connection with General Eisen- 
hower’s status in Europe. When he made a speech the other day in 
London it was a pretty strong speech in relation to the integration 
and political unity of Europe. Was he speaking then as an individual 
who was selected as Supreme Commander, or was he Commander in 
Chief of the American Forces, and so was what he said subject to the 
approval of the State Department before he said it? 

Mr. Perkins. I think he was speaking as an individual. Not that 
we in any sense disagreed with him. 

Mr. Herter. Does he not come under the general provision of not 
being able to say anything unless it has been cleared with the Govern- 
ment first? 

Mr. Perkins. He may have cleared it. I do not know. 

Mr. Herter. His status, since he is wearing two hats there, is a 
very confusing one. I want to find out when he does make a speech 
how we should interpret it, and as to whether it is the policy of the 
United States Government, or what it is. 

Mr. Perkins. He is an international servant, so to that extent he 
has a status that is quite different. 

Mr. Herter. He has both. It is a matter of which hat he is 
talking under. 
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Mr. Perkins. Yes. 

Mr. Vorys. Will the gentleman yield on that point? 

General Bradley pointed out the other day that for NATO Presi- 
dent Truman is not the Commander in Chief. Eisenhower was per- 
sonally chosen. Is that not correct? 

Mr. Herter. That is right. It was in a letter of appointment of 
the President. He appointed him as Commander in Chief, and the 
chain of command remains the same as far as the American troops 
are concerned. Then he gave him the other hat. So | wondered 
what his status was. It is a very confusing one. 

The other question is a very brief one. I understand that in terms 
of the present time there is a considerable amount of surplus for some 
industrial facilities. 

Chairman Ricuarps. Will you allow us to suspend now? They 
are standing in the well now. 

The committee stands in recess for 10 minutes. 

(Whereupon, at 11:30 a. m. the committee recessed for 10 minutes, 
until 11:40 a. m. of the same day.) 

Chairman Ricuarps. The committee will come to order, please. 

Before resuming the questioning of the witnesses, the clerk wants to 
make a statement about some documents he has placed here. 

Mr. Crawrorp. We just placed before each member of the com- 
mittee some papers entitled, ‘‘European Economic Aid Estimates, 
Fiscal Years 1951 and 1952.” They have been furnished by Mr. 
Paul Porter. You will notice they are marked secret. They are par- 
ticularly anxious to keep the military strength and the military esti- 
mates as confidential as possible. 

Chairman Ricuarps. Mr. Carnahan, will you take the chair for a 
minute, please? 

Mr. Perkins. Mr. Chairman, might I make a correction first? 

Chairman Ricuarps. Yes. Go ahead. 

Mr. Perkins. I think when I indicated the plan was to take up 
the country programs after the four regions or four titles had been 
presented, I was in error. I think the plan was we were ready to pre- 
sent the country’s figures as soon as Mr. Porter and General Collins 
had finished their general statements about the principles involved. 

Chairman Ricuarps. I think that will be satisfactory. 

Mr. Perkins. So we are prepared to do that. 

Mr. Carnanan. Mr. Herter, you may proceed. You still have 
some time. 

Mr. Herter. When we broke up I had one question I wanted to 
ask in connection with the German situation. 1 understood—and 
perhaps incorrectly so—that the High Commissioner in Germany feels 
there is considerable productive power in Germany that might be 
utilized in connection with the joint production program on military 
items, and that today there is no adequate machinery to explore that 
thoroughly. 

ro : 

lhere is an awful time lag and drag in getting that done. I won- 
dered whether you had any political objections to the German work- 
shop, so tv speak, being utilized more extensively from the point of 
view of the joint military effort, forgetting for the moment any 
contribution of men. 

Mr. Perkins. We have no political objection to that. It is a very 
complicated thing to work, and it is being worked on. 1 think some 
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items are now actually being produced, but I do not think the volyrp 
amounts to very much as vet. 

Mr. Herrer. That had been dragging quite a lot, though. 

Mr. Perkins. Yes. 

Mr. Herter. From the point of view of getting all the military 
effort in Europe underway. 

Mr. Perkins. That is correct. 

Mr. Herrer. When you say it is being worked on, would you want 
to be a little more explicit. I have been trying to find in all of these 
different. titles, or somewhere in the draft bill, funds that micht he 
made available, that is, dollar funds that might be made available 
for a joint effort to get them into a pool or something of that kind, if 
a pool is being worked out, I presume if you are buying arms in (Ger- 
many and assigning them to the armed forces of the other nations. 
the problem of who is going to pay is going to come up somewhere, 
and we are likely to pick up the check. 

Mr. Perkins. That is one of the real problems and one of the diffi- 
culties, to get the pool of some of the countries to place orders in 
Germany on some sort of a basis which would permit German industry 
to go ahead. The DPB has been very much concerned with that 
whole problem, and there is a committee considering it here in Wash- 
ington today, I think right now. We are hopeful ways and means 
will be found to expedite substantially not only procurement in 
Germany, but joint procurement elsewhere. 

Mr. Herter. The Belgian problem is of a somewhat similar nature. 

Mr. Perkins. Yes, because that is one of the most difficult things 
in Europe, to get joint procurement, which provides for a larger pro- 
duction, and increased efficiency, and lower costs. That is one of the 
important things that has to be still worked out, and it is being studied 
and worked on very earnestly. We are hopeful steps can be taken 
that can produce results in the not too distant future. 

Mr. Herter. There again what of your utilization of funds are 
available? Can ECA funds be used for that purpose, assuming that 
the appropriation went through in the form in which it was presented 
to us? Would you require new appropriations, or would it come out 
of the military aid or offshore procurement expenitures, or what? 

Mr. Perkins. I think it is a litt!e difficult to predict exactly what 
the form would be. For that reason it is important, as has already 
been indicated, that there should be substantial flexibility in this 
legislation, so that if we do really work things out, we can use the 
funds to the best advantage. 

I think there are two general principles that perhaps I am safe in 
putting forward. That is, that the transfer of procurement by Euro- 
peans to procurement by the United States does not accomplish any- 
thing. Your saving and your advantages will arise when we begit 
transferring procurement from the United States to Europe. If we 
can achieve that, then I think there are probably some savings to le 
achieved that are substantial. But if we simply substitute dollar 
procurement for franc procurement, I think we get no place. 

Mr. Herrer. That, sir, is a very important point, because dollar 
procurement exchanged for franc procurement certainly puts dollars 
within the country, and the balance of payments is helped considerab!y 
by that. Obviously, it is an entirely different thing for the French to 
put francs into an arms program, which is then turned over to tacit 
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own troops, or to have the dollars to do the same thing and turn them 
over to the troops. They have the dollars, and having them, it is 
much more advantageous to them from the point of view of a balance 
of payments program than having francs. 

Mr. Perkins. There are two points about that. In the first place, 
you presumably get no more procurement. 

Mr. Herter. That I think is something that ought to be developed, 
as to whether vou get no more procurement or not. 

Mr. Perkins. Because you get no more franes into the French 
Government with which they can procure. What you do is shift the 
dollars from the economic aid which we have been giving, and for 
which we get some counterpart, and have some say in the disposition 
of the counterpart, to a straight procurement. I donot think anybody 
contemplated we would procure and give the European countries 
through procurement more dollars than they would get as dollars. 
So, you have a bearing on the number of dollars you can give in the 
country anyway for procurement. 

Chairman Ricwarps. The time of the gentleman has expired. You 
may continue with it later. 

Mr. Burleson. 

Mr. Burteson. No questions. 

Chairman Ricwarps. Mr. Reece. 

Mr. Reece. No questions. 

Chairman Ricuarps. Are there any other questions? 

(No response. ) 

Chairman Ricwarps. Mr.-Herter, we are off the 5-minute rule now. 
If you want to pursue that question, you can do it right now. 

Mr. Herrer. I would like to for just a moment. 

Chairman Ricuarps. We have finished with the 5-minute rule. 

Mr. Herter. The practical situation, as it exists today, is that the 
military are actually placing orders today for a great many different 
things in a great many different countries, first of all, for the ordinary 
needs of our soldiers over there. A lot of them you will find are taken 
care of by purchases within the countries where they are stationed. 
In addition to that I am told by General Scott a number of contracts 
have been placed by the military, as orders for bazookas and what not, 
for which dollar payments will be made. 

The whole purpose of this program, as I understand it, is to get 
Europe in a position as soon as possible where, through its own pro- 
ductivity and own manpower it can defend itself, and in a sense where 
it is sufficient in power to hold up, exe ept for some particularly tough 
situation. In that process if you are entirely dependent on the letting 
of French contracts from French budgeted funds for military items, 
the program may be slowed down considerably, or it might be speeded 
up, contrariwise, if a certain amount of dollars are used in placing the 
contracts by ECA or military channels, it does not matter which. 

The speeding up of the British, or the French, or the Italian arma- 
ment production might move a great deal faster if you would entirely 
divorcee our budgetary items from the Government itself. 

Mr. Perkins. You would still be related to the budgetary items of 
the Government itself. 

Mr. Herter. Why are you related to that? If we place orders and 
pay dollars for them, that would have nothing to do with the budget of 
the Government itself. That might relieve ‘the budget a little bit. 
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Mr. Perkins. It has this to do with the budget of the Governmen; 
itself. There is no counterpart for the dollars placed in that way 
which means a reduction in the amount of local currency which the 
country has to use in its defense effort. Therefore it has to make 
readjustment in its defense program to allow for the procurement 
which we are making by dollars. 

You can work that out and it may be that you could get contracts 
placed more rapidly that way, and it might be that you could not do 
it and you might upset the procedure rather than speeding it up. 
But, the net effect would be, I think, that we would lose our say in the 
disposition of the counterpart which we now have. 

Mr. Herter. There is no question about that, but assuming ther 
is an over-all limit to what they can produce from their point of view, 
and let us assume in their budget they have made provision to place 
orders in France to take care of that total limit of productivity. Then, 
from an economic point of view it seems to me it makes very littl 
difference whether or not the thing is paid for in frances and we pay 
for the raw materials in counterpart funds if they are sold to the 
Government in frances, and then turn it back to relieve the budget: 
or whether, in the first instance, we pay dollars for the finished item, 
and their budget.is relieved of that amount, so that they can turn 
their franes that would have gone for that production to something 
else. That is, except in a sense ECA loses part of its control over 
counterpart funds, which I can understand they want. 

Mr. Perkins. I think that is basically correct. The two things 
you have to consider are the lack of control of the counterpart, or 
lack of counterpart funds which you would control or have some say in. 

The other is whether in starting a procedure of that kind, which 
would have to be integrated with our present procedures, whatever 
those are, you so upset the machine that you let less contracts, rather 
than more. 

You might let more and get the thing moving, but you also have 
the risk inasmuch as they have their plans all developed on their own 
budgets with the counterpart they estimated is coming into those 
budgets, you do run the risk of getting the thing confused to a point 
where you might let less rather than more. 

Mr. Herrer. You are a little optimistic, I think, when you say they 
have a plan all developed. I am talking about the French budgetary 
system, where there are a number of things from a legal point of view 
that have not yet been done, so I do not think there is anybody who 
could say there are plans that could be upset. 

Mr. Perkins. I think the use of the word “all” is a little extreme, 
but whatever they have done has been done on that basis, and | 
I think you will find a great deal of it has been done. 

However, whatever you do that dislocates whatever they have done, 
causes that much confusion. 

Mr. Herrer. I can fully appreciate the disadvantages of the dis- 
incentives when you begin putting American dollars for production 
where you think local currency and the local production can take 
care of it. On the other hand, getting things moving seems to me one 
of the most important things, and there any method that will get i! 
moving seems to be what we want now. 

What | was wondering about in connection with any appropriation 
here is whether there is sufficient flexibility from that point of view, 








i a. ae 





THE MUTUAL SECURITY PROGRAM 421 


and whether the military ought to be given definite authority for off- 
shore procurement that they would work out with the ECA when it 
was considered desirable that an order ought to be placed. 

Mr. Perkins. | should think that was correct. Also, we ought to 
allow sufficient flexibility so that if a central purchasing agency can be 
set up and it proves desirable for us to contribute to that central pur- 
chasing agency with proper safeguards as to the way our money would 
be disbursed, that that ought to be also included. It is very impor- 
tant to have that kind of flexibility, because I think the chances of 
getting a real advantage in this suggestion you are making is in being 
able to work through some central agency that we conceivably could 
arrange to give some power to, to negotiate and consolidate and place 
contracts. 

Mr. Herter. There I would assume when foreign contracts are 
being placed that neither the State Department nor ECA has done the 
job and you may find the military placed the contracts direct through 
their military missions, and it is not being done through the political 
or economic agencies, but being done direct by the military. 

Mr. Perkins. Is General Scott here? 

Mr. Porrer. No. 

Mr. Perkins. I think most of what the military has been do‘ng 1s 
what we used to think of when I was in the Army as local procurement. 
If you were in a theater you bought as much as you could of what 
was produced there. 

Mr. Herter. | thought the same thing, but General Scott said 
they were procuring for the military program as well, and he is placing 
the orders and letting the bids. 

Chairman Ricwarps. Are there any other questions? 

Mr. Jupp. Yes, Mr. Chairman. 

Chairman Ricuarps. Mr. Judd. 

(Discussion off the record.) 

Mr. Jupp. To come back to Yugoslavia, in the law, as we passed 
it last December, there was an amendment that the President was to 
require that Yugoslavia undertake to take all appropriate economic 
measures to reduce its relief needs, to encourage increased production 
and distribution of foodstuff within Yugoslavia, and to lessen the 
probability of such emergencies. We were trying to insist that Tito 
moderate his land collectivization measures, and so forth, which were 
discouraging production and thereby increasing the burden on us. 

Has there been some moderation of his policies in that respect? 

Mr. Perkins. Yes. Very drastically. They very drastically modi- 
fied their collectivization program. I think I am correct in saying 
this, that they completely halted it, or in some instances may be 
going backward and turning loose some of the collective farms into 
private management. 

Mr. Jupp. Have your representatives over there reported that there 
is greater incentive for farmers to produce the maximum amount of 
food, or is it too early to tell yet? 

Mr. Perxtns. I think it is too early to notice any marked change 
from that point of view. 

Mr. Jupp. One other short question. On the bottom of page 2 of 
your statement, is what you say about General Eisenhower’s status 
and appointment correct? You say the Europeans were encouraged 
among other things by America’s “designation of General Eise nhower 
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as supreme commander.’ Is it not true that NATO chose him, rather 
than that we designated him? 

Mr. Perkins. The technicalities of the thing I think were this. 
They asked us to designate a commander for the armies in Europe. 
They also suggested it would be very acceptable to them if General 
Eisenhower were the one designated. I think I am right in that. 

Mr. Jupp. He is appointed supreme commander by the President 
and not by the Council of Deputies or the Military Standing Com- 
mittee? 

Mr. Perkins. They confirmed his appointment after he was 
appointed. 

Mr. Herter. I had a copy of the letter of appointment of General 
Eisenhower. It is my understanding that the Council of Deputies 
indicated to the President that if the President appointed Eisenhower, 
he, as an individual, would be acceptable as supreme commander. 

Mr. Perkins. That is correct. What actually happened was this: 
We had a meeting in Brussels last December, and the Foreign Minis- 
ters and Defense Ministers were there. They passed a resolution 
asking the President to designate a commander, and they said they 
hoped it was General Eisenhower. 

Mr. Herter. But they did not give the President any alternative 
to appoint anyone else. 

Mr. Perxtns. Yes; they did. They simply said they hoped the 
designee would be General Eisenhower. 

Mr. Herrer. All the records are top secret coming to the point 
of the President’s letter of appointment, so we do not know what 
the background is. 

Mr. Perkins. I think I am right in this. While the meeting was 
still in session, the President replied he was designating Eisenhower, 
and the Foreign Ministers and Defense Ministers all signed a paper 
approving his appointment. 

Mr. Jupp. That is all right, but I thought your statement might 
well be changed to read ‘America’s willingness to have General 
Eisenhower appointed as supreme commander’’, because we ought to 
try to avoid the impression the United States is designating Eisen- 
hower as it designates someone else. 

Mr. Perkins. I think that was a very good suggestion and I 
think it improves it. 

Mr. Jupp. Thank you. 

Chairman Ricuarps. Are there any other questions? 

Mr. Roosevett. Yes, Mr. Chairman. 

Chairman Ricuarps. You wanted to pursue a matter you had in 
mind a little while ago, Mr. Roosevelt. 

Mr. Roosevett. Yes, sir; on Yugoslavia. 

Has Yugoslavia been brought into any of the economic integration 
of Western Europe? 

Mr. Perkins. You mean any of the organizations? 

Mr. Rooseve.r. Yes. 

Mr. Perkins. No; it has not. 

Mr. Rooseve ct. Is there any possibility that as things go along 
Yugoslavia will be brought in? I ask that because I think it is quite 
important if we hope to wean away any of the satellite nations who 
begin to see the economic advantages of being tied to Western 
Europe rather than Russia it is important that they feel there is an 
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opportunity, if they pull a Tito, to break into the league. I was 
wondering whether the OEEC, or any of the other organizations 
that have been set up, have discussed this point at all or have any 
program on it? 

Mr. Perkins. Paul, has it been discussed in any of the organiza- 
tions? 

Mr. Porter. It has been discussed informally, but not formally. 

Mr. Roosrvett. Maybe Mr. Porter can explain it. 

Mr. Perxtns. I was asking Mr. Porter about it. My recollec- 
tion was it has not been discussed formally in any of the organizations. 
I believe that is correct. But it has been discussed informally among 
some of the members of the OEEC and EPU, 

Mr. Porter. That is right. 

Mr. Roosevetr. Do they seem to feel this is a good road to puruse? 

(Discussion off the record.) 

Mr. Rooseve.r. I suppose any question dealing with the military 
integration or relationship with Yugoslavia should be held for General 
Scott. Is that correct, Mr. Chairman? Or maybe I can ask Mr. 
Perkins this. 

Have we any military commitments to Yugoslavia as of this time to 
go to their support in case they are attacked by any of the Russian 
satellites or Russia and the satellites? 

Mr. Perkins. We have no commitments. 

Mr. Roosrve.tt. No commitmeats? 

Mr. Perkins. No. 

Mr. Roosevett. Is there any staff coordination between the NATO 
group and Yugoslavia, or between our own Joint Chiefs and Yugo- 
slavia’s General Staff? 

Mr. Perxtns. I think General Collins can answer that more author- 
tatively than Iean. 1 think I know the answer, but I think it would 
be better for vou to get it from him. 

Mr. Roosrve rt. To go back to Spain for a minute in this problem 
of a loan versus ECA-type aid, could you give us—and this would 
probably be Mr. Porter—the procedure by which applications are 
made by individual Spanish citizen-applicants for participation in the 
$62% millions, excluding the $6,000,000 that was permitted for wheat 
or food grants? How does an individual Spanish company go about 
getting in on this pie? 

Mr. Porter. Do you want me to answer that? 

Mr. Perkins. Yes. 

Mr. Porter. The procedure is that any particular Spanish com- 
pany that wants to apply for a loan first raises the matter with the 
Spanish Government and gets the endorsement of the Spanish Gov- 
ernment for the application. 

Mr. Roosevett. At that point, that is the key to this whole thing, 
as I see it. Whom do they take it up with in the Spanish Government 
first? The Interior Minister? 

Mr. Porter. I believe it is the Ministry of Commerce and Industry. 

Mr. Rooseveit. Commerce and Industry? 

Mr. Porter. Yes. 

Chairman Ricuarps. Off che record. 

(Discussion off the record.) 

Mr. Roosevett. Then, Mr. Porter, when the Ministry of Com- 
merce and Industry has approved one of these applications internally 
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within the Spanish Government, it goes to the Foreign Minister for 
transmittal to the ECA or the Export-Import Bank? 

Mr. Porter. To the Export-Import Bank directly; but we receive 
an information copy. 

Mr. Roosreve rt. I see. 

Mr. Porter. We then review the action taken by the Export- 
Import Bank, and in every instance thus far we have approved the 
loan which they proposed to make. 

Mr. Roosrevett. Now, does the Export-Import Bank have some- 
body in Spain observing the processing of those applications within 
the Spanish Government and looking at the project at first-hand 
before it comes over here? 

Mr. Porter. No; they do not. Most of the loan applications 
which have been received up until about 60 days ago were for com- 
modities like wheat and cotton. I think the bank properly felt for 
those kinds of loans they did not need anyone in Spain to make any 
on-the-spot investigation. 

(Discussion off the record.) 

Mr. Porter. I should say up until the last 60 days there had not 
been the kind of loan applications that required an on-the-spot inquiry. 

Mr. Roosevetr. Have these applications for commodities such 
as food been direct shipr ents to the Spanish Govern'rent, or Spanish 
importers of these commodities? 

Mr. Porter. In the case of wheat the Spanish Government itself 
has acted as the procuring agency. In the case of cotton, if my 
recollection is correct, private importers have imported the cotton, 
but the Spanish Government has assumed the responsibility for 
repayment. 

Mr. Roosrvettr. That is very helpful, Mr. Chairman. Now, my 
next field of questioning is on this whole organizational problem again. 

We heard very eloquently from Mr. Hoffman and Mr. Rockefeller 
yesterday. Mr. Cabot seemed to dodge behind the general recom- 
mendation that things were going well now, so ‘“‘why monkey with 
the works?” Secretary Acheson mentioned two or three other pro- 
posals that have been made. 

Have you any opinions, Mr. Perkins, as to how this program could 
most effectively be administered? 

Mr. Perkins. I think the thing that we have to start out by 
recognizing is that in this kind of a program it affects a great many 
agencies of the Government. I think I understand that was brought 
out quite thoroughly by Mr. Rockefeller yesterday afternoon. Hav- 
ing had some experience in trying to run businesses and other things, 
I think you have to recognize when you get beyond a certain size 
that you run into administrative difficulties, no matter how you 
set up the administration. Size, per se, is the thing that you have to 
cope with and grapple with. You generally have to wind up with 
some kind of a coordinating system. 

Your coordination at the top in large and complicated situations is 
seldom adequate because the top people have simply not got the time 
or ability to know really what is going on in the various fields where 
decisions have to be reached, and even in smaller situations, in the 
United States Government, I have called together people who were 
in charge of respective departments and we could not reach a decision. 
They would never actually know what the details were in the particular 
problem before them. 
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So one of the important things is that you have to recognize the 
fact that you do have to establish positive coordination and must use 
coordination agencies and people to carry these things through. Only 
the most critical policy questions ever do or ever should come up to 
the top. 

I think that is generally the theory of the creation of Mr. Cabot’s 
committee, ISAC, and the setting up of that in that way. Personally 
I agree with that theory. I think that is the right way to do it. I 
think you are going to have to do that, no matter what else you do. 
I think it is the kind of a situation where that is going to be essential, 
because you have certain specific elements in this situation which you 
cannot put together in one place, and even if you did you would still 
have to coordinate them because they would still be big and compli- 
cated problems. 

So I think my personal feeling is that the way we are operating now 
is not a bad way of operating. That does not mean it cannot be 
improved and if it can be, of course, it should be. 

We ought to be careful in making any drastic changes until they 
have been carefully worked through, and we are certain that an im- 
provement will result rather than further confusion and delay in the 
program. I can well imagine that there may be better ways of setting 
up the over-all situation, but I can also well imagine that if that were 
done without careful thought and careful preparation, we might have 
a let-down in our ability to act in the United States for a period of 
3 or 4 months while some new agency was getting set up or organized, 
and that that might be very serious from the point of view of the 
over-all program. 

Mr. Jupp. Will the gentleman yield for one short question? 

Mr. Roosrevett. Yes; I yield. 

Mr. Jupp. You can have this off the record, if you prefer, but 
have you in the political departments felt that ECA, because it is 
handing out millions of dollars, was having more influence in the 
countries involved than the ambassador? This is the old question of 
whether there are two voices for America. 

Mr. Perkrns. I do not think we need to put that off the record. 
I do not think that is correct, that there has been any evidence that 
the head of the ECA mission has in any way established a position 
of more prestige than the ambassador. 

Of course, it is extremely important that in the field in particular 
the United States be represented with one policy. We do not have 
any divergent elements representing the United States going off in 
different directions. 

There will be some instances, of course, and it would be bound to 
be so, where there have been a few things which happened which it 
would have been better not to have happened, but generally speaking, 
I think the relationship has been extremely satisfactory. 

Mr. Roosrevett. Now, the major point made by Mr. Hoffman and 
Mr. Foster was that they were operators and that their agency was 
an operating agency and that policy questions were to remain in the 
State Department or in the other permanent departments, where 
policy was made on a Cabinet level. 

_ Now, that sounds good to me, but when I begin trying to analyze 
it in individual cases I get rather confused. For example, if we followed 
Mr. Hoffman’s and Mr. Rockefeller’s and perhaps Mr. Foster’s ideas 
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and set up this super-duper economic aid agency, we might come to a 
question of whether the economic aid should be directed into military 
production or into civilian production. That would be a question 
which would vitally affect the ability of that government to remain 
stable politically. With a drop in the standard of living, communism 
might infiltrate and take over. 

Now, although that is an economic policy question and, therefore, 
might be reserved by the supereconomic operating agency, it stil] 
fundamentally involves a political question, and in my judgment the 
best people able to determine the political effect on the stability of the 
government would be the State Department. 

What is a definition of where policy stops and where operations 
begin? That is really the key, as I see it, to this whole question. 

Mr. Perkins. That is a very difficult question and it is very hard 
to make policy judgments or to make operating judgments without 
being pretty well familiar with what is going on at either end of the 
problem. 

Mr. Roosrvett. Can I ask you there, what is the difference between 
an operating judgment and a policy judgment? You just used those 
two phrases. That is why we are confused. 

Mr. Perkins. Well, operating judgment would basically be, when, 
where and how do you do a particular thing, I should think. When 
you get into a question of what kind of a program to have, like the 
question you stated of should you throw your support to the economic 
end or the military end, I think that is definitely a policy question, 
and I think everybody would recognize it. 

What I was trying to indicate was that unless you worked closely 
together on these matters, you are not conscious of when you are 
running into a policy question when you are operating, nor are you 
conscious of when you are running into an operating question when you 
are trying to form policy. 

So the questions have to be very closely correlated, and I think that 
can be done. 

I think this is true of the people as a whole. We know pretty mucli 
what ECA is doing, and they know pretty much what we are doing, 
and our people are in contact daily on a terrific variety of matters. | 
think sometimes they think we raise policy questions when we should 
not, and I think that sometimes we think they do operating things 
when they should not do it; but at least we know what the other is 
doing and have an opportunity to discuss it and straighten it out. 

Mr. Roosevetr. Mr. Perkins, you have very clearly stated the 
really basic need of complete coordination between the State Depart- 
ment and any operating economic-aid agency. In a set-up whereby 
a new operating agency was directly placed under the policy super- 
vision of the Secretary of State, and perhaps reserving the right of the 
Administrator of the operating agency to take any basic dispute to the 
President, would that facilitate this coordination? 

Mr. Perkins. I am afraid I do not have any very good judgment 
on that. It might and it might not. I think one of the things tha! 
we should remember is that the State Department has not been se' 
up basically as an operating agency. If you were going to give 1 
supervision of an operating agency, which means putting it in the 
operating business, it would need a rethinking a little bit as to what 
the State Department was and what it should do, and how it should 
be organized. It might be helpful and it might not. 
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Unless the thing were very carefully worked out, I would hate to 
try to give an opinion on that. 

“Mr. Roosrve vr. I think there is one other factor here that many 
of us feel one of the reasons for the success of the ECA was because 
of the kudos and the stature of the Administrator within the Govern- 
ment. He was on a Cabinet level and, of course, the personal abilities 
of both Mr. Hoffman and Mr. Foster, as well as Mr. Harriman, and 
later on Milton Katz, were responsible for it too. 

One of the questioes I brought up with Mr. Cabot was that perhaps 
he was not given enough kudos. I think it was Mr. Judd who asked 
him whether he could go directly to the Prime Minister of France on 
a given problem. He said ‘‘No.” There was not any real need to 
because the Ambassador would do it. 

The reason I made this suggestion was to take care of this need of 
stature and kudos there should be the creation of an independent 
operating agency, but subservient to the Secretary of State, as far as 
all policy questions are concerned. It would help the Congress then 
to put its finger directly on the responsible officials for the program. 

Mr. Perkins. As | basically understand the situation, that is the 
way we now operate. ECA does or is guided by the State Depart- 
ment on policy. If they think there is something wrong that is go- 
ing to interfere with their objectives, they have a right to take it to 
the President, and they would so do if they felt they should. 

You are perfectly right on the question of kudos in this situation. 
It is right from another point of view, and that is your ability to re- 
cruit the kind of people you want to get into this kind of job. That 
is very important. It is becoming increasingly difficult with the large 
number of people at relatively high levels in the Government to get 
an outstanding man to come in and make him feel he is going to have 
an outstanding job. 

So that anything we can do from that point of view is also useful 
to enable us to recruit people of capacity and stature. 

Mr. Roosevetr. One last question on this line, Mr. Perkins. It 
is my hunch this committee is going to favor in general the setting 
up of a new independent agency, and will do it in this bill. I think 
that is fine, provided we fully understand the implications and sur- 
round this new agency with enough safeguards to prevent it from 
ultimately becoming a superduper agency which could conceivably 
take over the State Department, and even the Defense Department 
I say that somewhat facetiously, but if you think it through it be- 
comes an absolute possibility. 

1 think that we have to start thinking here in this committee, and 
that is why I am asking you for this guidance, because vou have been 
in both the agencies, as to the kind of safeguards we can set up to 
prevent this agency from becoming, because of its tremendous 
economic power, a policy agency in itself, or a molder of policy in 
itself. I think that is a very key question in this whole organizational 
problem. 

Mr. Vorys. Will the gentleman yield? 

Mrs. Boiron. Will the gentleman yield? Is your question on that 
subject, Mr. Vorys? 

Mir. Vorys. Yes. 

Mrs. Botron. Go on with your question on that subject. I have 
another one. 
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Mr. Vorys. On that subject, I think we make a mistake by assum- 
ing that everyone agrees with the glowing reports of success that ECA 
and the State Department give themselves on this military and 
economic program. If there has been no conflict, and if everything 
has gone smoothly among the Americans in these countries, but if the 
total net result is that while recovery—the thing each country can do 
for itself—has proceeded beyond our expectations, yet integration 
and unification, both military and economic, has fallen far below the 
expectations and hopes of everybody, including these agencies, then 
that is not necessarily a situation which could be described as success- 
ful. If all the military, the State Department, and ECA people say, 
“We are just a sweet, happy family in every country, but we have 
not gotten the results Congress expected or we wanted after pouring 
out billions of dollars,” then that does not necessarily wind up with 
the view that we ought to leave the organization as is. It may point 
to a necessity for doing something different from the way we have been 
doing it. 

You can consider that as a question or a comment, Mr. Perkins. 

Chairman Ricuarps. I have one thought on that. Mr. Perkins, 
you, of course, agree that ECA is an independent agency? 

Mr. Perkins. Yes. 

Chairman Ricwarps. All right. You testified, and other witnesses 
have testified, that nevertheless there has been no real conflict that 
could not be solved between the desire of the agency and foreign 
policy itself. If that be true, then what is the great danger in setting 
up a new agency with an enlarged scope on the basis that it will have 
no conflict on the matter of policy and being assured of putting the 
right man at the head of it? 

Mr. Perkins. I think it can be done. The caveat I was trying to 
throw up was that if you make too many changes in doing it you may 
confuse the situation to a point where we would no longer operate 
effectively for a while. I think undoubtedly it could be straightened 
out. Continuing the ECA or giving it a different name and perhaps 
slightly changing its power, if you will, I think would present no 
difficulties, but I just do not know. 

The thing that worries me a little bit is what you have in mind as 
to how superduper an agency this is going to be. 

Mr. Roosrvett. My understanding of Mr. Rockefeller’s and Mr. 
Hoffman’s recommendations was to change the name of ECA. Mr. 
Rockefeller has his own recommendation as to the name. They also 
recommended that we keep the same personnel; put point 4 into it, 
and take it out from the State Department; put all military production 
aid, as distinguished from military end-item aid, into it; and put the 
right to make bilateral commercial agreements, such as the Mexico 
agreement, which he referred to, which was made during World 
War IT, into it as a new authority; and broaden its scope from Europe 
to include the rest of the world. The STEM missions would no 
longer be just STEM missions, but would be regular Overseas Keo- 
nomic Aid Agency missions. 

Mr. Vorys. And permanent. 

Mr. Rooseve ir. And permanent. 

Now that, as I understand it, is his recommendation for the agency. 
I think, if you do that, you are going to set up a superduper agency 
which is going to have policy-making temptations. 
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Maybe Mr. Hoffman is one of these people who can refrain from 
the temptations ‘that go with such tremendous power, but I do not 
like to set up a permanent agency which is dependent on the morality 
of just one man. I think we are dealing here with a problem that 
is going to go on for 30 years or more. Maybe Mr. Hoffman will not 
be around for 30 years. Maybe Mr. Foster will not be available in 
30 years, and maybe people on this committee will not be. We have 
to look for the time when the person is not the deciding factor in the 
effectiveness of the arrangement we create. 

Chairman Ricuarps. Did you have any comments to make, Mr. 
Perkins? 

Mr. Perkins. I want to make a comment on what Mr. Roosevelt 
just said. I did not know there was in consideration setting up a 
permanent agency. I thought what was being considered was the 
proposal of a temporary agency which would carry through this 
particular problem we have now as ECA did the economic problem. 

Mr. Roosrvetr. All of these people considered it to be—and I 
would say the better word is—semipermanent. It is not going to be, 
like ECA, for 4 years, and then it is finished. It is an agency which 
will go on as long as there are underdeveloped areas in the world, as 
I see it, and Communist aggressive threats. 

Mr. Perkins. I think some of the things I have said need to be 
tempered if they are addressed to a permanent agency. I think that 
raises a separate bunch of problems that becomes quite difficult. 

Mrs. Boiron. Might I just ask this question? 

Chairman RicHarps. Mrs. Bolton. 

Mrs. Bouron. In the report on this bill, in the material sent us by 
the State Department, there is a statement that the economic situa- 
tion in Yugoslavia has deteriorated very much. 

What has been the cause of the deterioration? 

Mr. Perxins. I am not sure | know that statement. 

Mrs. Bouron. It is page 23, I think. It says it quite definitely. 

Mr. Roosrevetr. Mr. Chairman, while Mrs. Bolton is looking for 
that, may I just finish this line of questions I have? 

Chairman RicHarps. Mr. Roosevelt. 

Mr. Roosgeve.tr. Mr. Perkins, if such an agency were set up, have 
you any idea as to how we can restrict the authority of such an agency 
to maintain it as an operating agency and to maintain foreign policy 
in the State Department? 

Mr. Perkins. I think basically it would do what was done in the 
ECA. I think it can conceivably be strengthened a little bit, but the 
ECA Act did provide, as I recall it, that policy matters were to be done 
only after approval of the Secretary of State. 

Is that not right, Paul? 

Mr. Porrer. Upon consultation and policy guidance. 

Mr. Perkins. I think the wording could be perhaps improved a 
little bit. 

Mr. Vorys. Will the gentleman yield? 

Mr. Roosevetr. Yes. 

Mr. Vorys. Section 105 (c) reads: 

The Administrator and the department, agency, or officer in the executive 
branch of the Government exercising the authority granted to the President by 


the Export Control Act of 1949, shall keep each other fully and currently informed 
on matters, including prospective action, arising within the scope of their respec- 
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tive duties which are pertinent to the duties of the other. Whenever the Adminis. 
trator believes that any action, proposed action, or failure to act on the part of 
such department, agency, or officer in performing functions under this tit!e js 
inconsistent with the purposes and provisions of this title, he shall consult wit} 
such department, ageney, or officer and, if differences of view are not adjusted }y 
consultation, the matter shall be referred to the President for final decision. 

That is the one between the Administrator and the Secretary of 
Commerce. There is a similar one ; 

Mr. Porter. And (b) preceding that. 

Mr. Vorys. And (b) preceding that is the one that spelled out in a 
little bit longer language—different words, but the same musie—what 
I have just read. The administrator and the Secretary of State talk 
with each other and— 

* %* ¥* if differences of view are not adjusted by consultation, the matter shal] 
be referred to the President for final decision. 

That is the way it was done in ECA. 

Mr. Roosevetr. I read that section, and that section in my judg- 
ment is completely inadequate in this situation because there is no 
statement in there which says that this fellow is an operator and not a 
policy man. It says when he determines a policy he must consult and 
keep the other fellow connected with the policy in the other agency 
informed. If there is a difference in policy, then they go to the 
President. 

In other words, there is no restriction on the making of policy writ- 
ten into that act, as I read it. Maybe my legal interpretation is 
inaccurate. 

What I am worried about is that so much power will go into this 
fellow because of the tremendous funds he has that his judgment on 
policy will always be determinative. If there is a fight and it goes to 
the President, the President will almost have to go along with this 
fellow. 

Mr. Perkins. Was that not true in the instance of the ECA Act, 
because Congress did establish the policy which was to guide ECA? 

Mr. Roosevett. Yes. I think so, but Congress is going to decide 
the policy in broad forms here, but the secondary-level policy question 
is the one I cited, about how much goes into military production, and 
how much into civilian production, for example. 

Mr. Perkins. Yes. 

Mr. Rooseve tr. That is a question which Congress -will not and 
should not attempt to lay down the policy on. It is what I call a 
secondary-level policy question. That is the question which this 
new Administrator could, if we followed the language of the old act, 
decide almost exclusively by himself. There are no safeguards around 
it, and that is why I suggested perhaps he ought to be under the 
Secretary of State. 

Mr. Perkins. I do think perhaps the reason—although I was not 
here at that time—the reason this act was drawn that way is because 
Congress did establish the policy and told the Administrator to carry 
out that policy. 

Mr. Vorys. If you would like the history of it, the Secretary of 
State brought an act up here and said, ‘“‘We want it this way,” and 
was quoted in the papers as saying, “If you do not have it this 
way—— ” 

Mr. Roosrvetr. Then you will have two Secretaries of State. 














THE MUTUAL SECURITY PROGRAM 431 


Mr. Vorys. Yes, and he said do not pass it at all unless you head 
the administration in the Department of State. 

Mr. Roosevett. That is right. That was Secretary Marshall, 
and he also stated if you do not put it under the Secretary of State 
and create a separate agency you will have, in effect, created two 
Secretaries of State. 

Mr. Vorys. And we proceeded to set up an independent agency. 

Mr. Roosevevt. Luckily it was not a big enough program and you 
had men who did not want to be Secretary of State. 

Mr. Herter. They are four times as big as the Department of 
State. 

Mr. Rooseve tr. Not in the long range it is not. 

Mrs. Bouron. Could we refer back to my question, Mr. Chairman? 

Chairman Ricuarps. Mrs. Bolton. 

Mr. Perkins. I think, Mrs. Bolton, the comment in this report 
refers to the condition which developed as a result of their splitting 
with Moscow. 

Mrs. Boiron. But that is old history. 

Mr. Perkins. That is old history. This does not mean currently. 

Mrs. Boiron. The inference one draws from the written statement 
is definitely current, and is worse than the last time when we were 
discussing Yugoslavia and helped her out. If there has been any 
improvement then I would suggest that the statement is somewhat 
confused, and that is why I am asking that. I wish you would check 
on it. 

Mr. Perkins. That refers to the history over the last 3 or 4 years, 
but the situation has not recently deteriorated. On the contrary, 
it is getting better. 

Mrs. Botton. I am somewhat relieved to have the impression 
corrected and to know that the deterioration is of the past. When 
the Yugoslav situation was before us last year there were opinions 
expressed that the deterioration was due to Communist methods. 
Were this continuing it might make some difference in the method we 
might employ from here out. 

The strategic position of Yugoslavia would make it seem advisable 
for us to assist her in continuing her firm position against Moscow. 

Mr. Perkins. The situation is not now deteriorating, but is getting 
better. 

Mrs. Bouron. Thank you very much. 

Chairman Ricwarps. Are there any other questions? 

Mr. Merrow. Mr. Chairman, I have just a question in reference 
to this matter of integration that you spoke about on page 3. I 
referred to that before. 

It seems this matter of European unity is of great importance. So 
much so, that General Eisenhower devoted a speech to it in London 
a short time ago. 

I wonder if you would give us a report on just how the OEEC and 
the Council of Europe and the European Payments Union, and so on, 
have penetrated the political and economic barriers in Western 
Europe? You made that as a statement here. I think it would be 
helpful if we could have a detailed statement on how these agencies 
have done that. 

Then, in connection with this, would you be willing to set forth 
the steps that you think they ought to take in the immediate future 
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to bring about the degree of integration that we hope for in order to 
make the Continent an entity that will be able to support itself 
economically and build up military machines so that it can protect 
itself? We would be very glad to get such a statement from you. 
Would you make that statement for the record and perhaps indicate 
what we can do to accelerate integration. 

Mr. Perkins. Yes. 

Chairman Ricuarps. Would you place that statement in the record 
as a part of your testimony? 

Mr. Perkins. We will. 

(The information requested is as follows:) 


European Errorts Towarp Po.uiticaL AND Economic INTEGRATION 


The OEEC has contributed significantly to reducing the economic barriers 
separating the nations of Western Europe, particularly through its program of 
trade liberalization and its creation of the European Payments Union. Under 
the trade liberalization program it has set specific standards for the member 
countries to achieve in freeing their trade from quota restrictions on imports. 
The effect of these quotas has been to hamper seriously the flow of trade and to 
encourage an inefficient use and distribution of European resources. The OEEC 
Council first agreed in 1949 that each member country should free from such 
restrictions 50 percent of its imports from other member countries; later it raised 
the goal to 60 percent; and has now directed a 75 percent liberalization standard. 
Nearly all the OEEC countries have complied with the 60 percent decision and 
a number of countries have already reported their achievement of the 75 percent 
objective. 

he European Payments Union, which the OEEC was active in creating and 
which is operated under the authority of the OEEC, is essentially an automatic 
system for the clearing and settlement of the payments among the member 
countries. In the absence of such a multilateral clearing system each country 
was in effect forced to balance its accounts bilaterally with each other country; 
i. e., no country could buy from one country and cover the necessary payments 
by a surplus of sales to another country. This situation led governments to 
impose numerous restrictions on their trade and fostered discriminatory trade 
and payments practices. Under the EPU the currency of any member is freely 
transferrable in terms of the currencies of all other members, so that the direction 
of trade within Europe need no longer be distorted by. bilateral payments diffi- 
culties. This improved payments arrangement has contributed to a rapid in- 
crease in the level of intra-European trade, to measures liberalizing trade, and 
to the encouragement of efficient, low-cost production. 

The significance of the OEEC, however, extends beyond its specifie accom- 
lishments in fostering an integrated European market. In the OEEC an intensive 
process of mutual examination of various aspects of national programs is contin- 
uously taking place, and the member countries have exhibited a willingness to 
make readjustments in the light of these examinations. As a result many prob- 
lems are now subject to international review and recommendation which have 
traditionally been considered of purely domestic concern. 

The Council! of Europe is composed of a deliberative body, the Consultative 
Assembly, and a Committee of Ministers. Members of the Assembly are nor- 
mally selected by the participating governments: unlike the members of the Com- 
mittee of Ministers, however, they do not represent governments. The Assembly 
has debated many problems of European significance, including social security, 
human rights, full emplovmeni, treatment of refugees and the elimination of visas, 
and has made recommendations to -=he Commitiee of Minisiers. Aithough the 
powers of the Assembly are currently quite limited, the Council of Europe serves 
as a focal point for the movement toward a united Europe, as a unique forum for 
consideration of problems from a European point of view, and as a testing ground 
for the concept of a European parliament. 

To mention briefly other important developments—in the NATO the process of 
questioning national programs and harmonizing them through intergovernmenta! 
agreement, which is apparent also in the OEEC, is being extended from the 
economic to the political and military fields. Under the Schuman plan, a bold 
experiment in functional integration is being undertaken. The six participating 
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countries will institute a genuine single market for coal and steel to be regulated 
not by national governments acting together, but by a supranational High Au- 
thority, responsible to its own specially elected Common Assembly representing 
the peoples of the six countries. The extension of the Schuman plan functional 
approach to other fields is being considered, most importantly in connection with 
the proposed European Army. 

The concept of a unified Europe is thus finding expression in a variety of ways, 
and various devices are being explored and tested. Bucepeas integration appears 
to be emerging in a series of political and economic groupings which are mutually 
reinforcing: first, a center core of European countries, the Schuman plan coun- 
tries, who because of the dual pressure of economic necessity and geographic 
location can probably move most rapidly toward the establishment of common 
institutions; second, a wider geographic area, Western Europe as a whole, which 
has a common cultural heritage and many economic problems which can be 
effectively resolved on a Western European basis; and lastly, a broader grouping 
representing the North Atlantic community as a whole which must act in concert 
economically, politically, and militarily to strengthen the defenses of the free 
world. From a historical viewpoint the progress which has been made in this 
pattern since the war is remarkable. 

Although it must be recognized that the decisions on measures for integrating 
Europe are the responsibility of the Europeans, the United States believes that 
further progress can be made along the lines outlined above, and will continue to 
encourage this evolution toward European unity. Among the specific measures 
under consideration in this area which the United States is currently encouraging 
are those for extending the trade liberalization effort by establishing a “common 
list” of liberalized items for all QEEC countries, by liberalizing so-called invisi- 
ble transactions (e. g., payments for services), and by reducing disparities in 
European tariffs; for strengthening and continuing the functions of the European 
Payments Union; for applying the Schuman plan principles to the establishment 
of a European army; and for coordinating the economic work of the NATO 
and of the OEEC. 


Chairman Ricnarps. Thank you very much, Mr. Secretary. We 
appreciate your coming up and we have profited by your testimony. 

The committee stands adjourned until 2:30 o’clock, when Mr. 
Porter will be the next witness. 

(Whereupon, at 12:45 p. m. the committee adjourned until 2:30 
p. m. of the same day.) 


AFTERNOON SESSION 


The committee reconvened at 2:30 p. m., the Honorable James 
P. Richards (chairman) presiding. 

Chairman Ricuarps. The committee will come to order. We will 
resume testimony on the so-called Mutual Security Program. We are 
privileged to have with us this afternoon Mr. Porter, Assistant 
Administrator for ECA. 

Mr. Porter, we will be glad to hear from you now. Do you want 
to give us a prepared statement or do you just want to subject yourself 
to questioning on salient points? 


STATEMENT OF MR. PAUL PORTER, ASSISTANT ADMINISTRATOR, 
ECONOMIC COOPERATION ADMINISTRATION 


Mr. Porter. Mr. Chairman, I do not have a prepared statement. 
| propose, if it is satisfactory to the committee, to make a brief 
extemporaneous statement as a prelude to questions. 

I thought through questions we could best get down to brass 
tacks, how, why, and where we propose to spend the aid which is 
being requested of the Congress. 

(Discussion off the record.) 
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Mr. Porter. I thought it would be useful if I took a few minutes 
to tell you how we arrived at the estimates of the amount of aid 
which we think will be needed during this coming fiscal year. 

We have not been content to accept the Europeans’ own estimate 
of their military capabilities, that is, their capabilities for the produc- 
tion of armaments, or of their own estimates of the amount of aid 
they need. 

We have preferred to make our own estimates which are uniformly 
higher with respect to what Europeans can do and uniformly lower 
than what they would like to obtain from the United States. 

The preparation of our estimates has been a much more complex 
task this past year, or in preparation for the new request, then it has 
been in previous years. 

In previous years a balance of payments study, showing the deficit 
of the members of the OEEC, has been our basic document. This 
year we have had to make a number of other studies leading up to a 
balance of payments estimates. 

We have felt with the 3 years’ experience which we have had in 
analyzing the different economies of Europe that we were able to make 
a reasonably reliable estimate of what they can do, the amount of aid 
which will be necessary to enable them to meet the military production 
targets that we propose they undertake, and so on. 

We felt this experience we have had has enabled us to make better 
judgments than we have received from the European countries. 

The steps we have followed in the preparation of our request for 
aid this year is to begin first with an estimate of the capabilities for 
military effort, based upon our knowledge of the manpower and. 
facilities available in each of the European members of the North 
Atlantic Treaty Organization. 

We have, of course, had to take into account certain limitations. 
The first of those is the availability of raw materials. All of our 
estimates have been fitted within the framework of materials which we 
estimate will be available during the forthcoming year. 

Secondly, we have had to temper our estimates with a judgment as 
to the feasibility of increased taxation in order to support a higher 
military budget in these countries, and also a judgment as to the 
limits in which consumption could be curbed in these countries, so 
that they make the maximum contribution of their own resources. 

We have, for instance, estimated about all we can expect in the 
way of increased taxation for the European NATO countries as a 
whole is a 10.9 percent increase in taxation. 

(Discussion off the record.) 

Mr. Porter. We tried to be realistic in estimating what will be 
done. 

Somewhat the same kind of estimate has been made as to the leve! 
of consumption in the various European countries. I can give you 
our estimates for all of these countries. But I will take at this time 
just a few as an illustration. 

We have estimated, for instance, that in the United Kingdom 
consumption can and probably will be reduced. We have estimated 
it will be about 98.8 percent of what it has been during the past year. 

We estimate that in the Netherlands they will be able to cut their 
consumption level to about 98.3 percent. However, to be realistic, 
we have assumed that in Italy as military production increases, many 
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of the unemployed are put to work, that it is inevitable that when 
unemployed people go to work there will be an increase in the total 
level of consumption. 

We saw that in the early 1940’s in the early part of our defense 
program here. We have therefore in making our estimates forecast 
for Italy a per capita consumption level for this coming year of 103.9 
percent of the past year. 

In France we have forecast a per capita consumption level of 102.7 
percent for the forthcoming year as compared with the past one. 

Per capita personal consumption in the United States has increased 
by somewhat more than one-third since 1939. The rearmament effort 
in this country will probably mean a check on this increase or even a 
small decline. As nearly as can be estimated per capita personal 
consumption expenditures in the United States in 1951-52 will range 
from a maximum of the same level as per capita personal consumption 
expenditures in 1950-51 to a decline of approximately 3 percent. The 
data on which these calculations are based are in terms of prices in 
the first half of the calendar year 1951. 

The composition of consumption in the United States is substan- 
tially different than the composition of consumption in other areas of 
the world. A very significant difference is that a relatively large por- 
tion of consumer expenditures in the United States is on automobiles, 
household appliances, and other consumer durable goods. While per 
capita personal consumption expenditures on nondurable goods and 
services may actually show some increase in the current fiscal year 
over 1950-51, the expenditures on durable goods will certainly show 
a substantial decline. It is in this sector of consumption that the 
major direct impacts of rearmament will be felt. 

In making adjustment as to how much of a reduction in consump- 
tion is possible in the European countries, in order to further their 
defense efforts, I think it is well to keep in mind that our per capita 
income in the United States is 3\4 times that of the average consump- 
tion level for the other European NATO countries, excluding Canada. 

Mr. Vorys. Will you just give us those figures? You have GNP 
but not income. 

Mr. Porrer. That is right. You mean, on what the per capita 
income is or consumption levels that we have estimated? 

Mr. Vorys. National income. We have gross national product 
figures. Give us the national income figures. 

Mr. Porter. The national income figures for the past year are as 
follows, for the following countries: Belgium and Luxemburg, $626 
per capita of national income; Denmark, $679; France, $542; Italy, 
$286; Netherlands, $446; Norway, $535; Portugal, $216; the United 
Kingdom, $631; the. United States, $1,916. All of these] figures are 
computed as of current prices. 

Mr. Jupp. Does that mean, when you say that England’s is $631, 
that you are just taking the number of pounds they get per capita 
and converting that into dollars at the present rate of exchange, or is 
that a weighted figure that means their purchasing power per year is 
comparable to what an American can purchase with $1,916? 

Mr. Porter. It is not related to American purchasing power. 

Mr. Jupp. Then the gap is not quite so great, because in most things 
the price level is higher here. The American gets 3 times as much 
money, but he cannot buy 3 times as many commodities, can he? 
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Mr. Porter. It varies from country to country, Mr. Judd. Their 
food costs are less than our own. Their clothing costs are somewha; 
higher. The cost of an automobile in the United Kingdom is sy). 
stantially higher than in the United States. That would apply to 
almost all luxury items. , 

Mr. Reece. Do you have the 1938 figures? 

Mr. Porrer. I do not have them before me, but I can obtain them. 

Mr. Vorys. Before you go to that, will you give us the totals? 
We have the gross national product for Europe. What is the national] 
income? Have you that for NATO? 

Mr. Porter. I do not have the totals before me for total nationa| 
income for the NATO members. 

Mr. Vorys. Per capita? 

Mr. Porter. The average per capita? 

Mr. Vorys. Yes. 

Mr. Porter. Yes. The average per capita is $597, average per 
capita GNP. 

Mr. Vorys. I want to get the difference between GNP and income. 
I am always puzzled over those statistical things. 

Mr. Reece. Will the gentleman yield? I think it would be very 
helpful, so it could be made of record, if you could give us a brief 
description of gross national product and national income. 

I think that question just keeps bobbing up. 

Mr. Herrer. | asked that question of Mr. Harriman, and he passed 
it over to Mr. Gordon. Mr. Gordon amplified his remarks in the 
record. I think it took five pages. 

Mr. Porter. May I say, Mr. Reece, that I am also bewildered as 
to the distinction. ‘ 

Chairman Ricuarps. Mr. Reece, is five pages enough on that? 

Mr. Porter. As I have tried to boil down the five pages as used by 
the experts, I would define it this way: 

Gross national product is the total output of the nation; national 
income is gross national product less depreciation on capital. So, 
national income generally runs around 90 percent of gross national 
product. 

Mr. Reece. I think that is a very good statement. 

Chairman Ricuarps. Let us let Mr. Porter get along on his state- 
ment. 

Mr. Porter. I get just as lost by the experts as you do, Mr. Reece. 

In answer to Mr. Vorys’ question, I do not have the average per 
capita of national income for all of the NATO countries. 

The average per capita of gross national product is $597. I think if 
you reduced that by 10 percent you would come out just as accurately 
as I would after doing a lot of figure work. 

Mr. Smita. Mr. Chairman; may I ask if Mr. Porter could furnish 
the figures of the per capita to cover those same two points, national 
income and gross national product as of the period when this started. 
I believe this program started in 1948. Would that be possible? 

Chairman Ricuarps. Will you do that for the record? 

Mr. Porter. We will do that. 
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(The material referred to is as follows: ) 


Per capita gross national product and national income, nine European NATO 
countries and the United States, 1938, 1948, and 1951 


{In dollars, at current prices] 


Gross natienal product 


per capita National income per capita 


1938 1948 1951 1938 1948 1951 
Belgium-Luxemburg 312 710 74 259 590 626 
Denmark 402 625 812 362 526 679 
France 253 439 668 230 380 542 
Italy 198 286 344 158 238 286 
Netherlands 374 $28 0) 314 346 446 
Norway 399 485 624 332 411 535 
Portugal 138 221 237 118 201 216 
United Kingdom £* 571 676 789 1hY 547 631 
United States 674 1, 767 2,143 538 1, 524 1, 916 


Note.—Changes in the above figures from one time period to another should be interpreted with cau- 
tion, since the figures are expressed in current (i. e., changing) prices. For most countries, the increases in 
the figures between 1938 and 1948 reflect largely or entirely price increases, and do not represent actual 
inereases in gross national product or national income in real terms. In addition, comparisons both be- 
tween time periods and between countries may be inaccurate because the exchange rates used to convert 
into terms of dollars may not closely reflect the differences in actual purchasing power of the several 
eurrencies. 


Source: Economic Cooperation Administration, Division of Statistics and Reports, July 19, 1951. 


Mr. Porrrer. I have described our first step—just to repeat it 
very briefly—-as an estimate which we have made ourselves of what 
the Europeans are capable of in the way of military production, taking 
into account certain realistic limitations, such as their willingness or 
ability to increase taxation, their ability or willingness to reduce 
consumption. 

The second step we bave used in arriving et these estimates is to 
prepare 2 statement of internal accounts for each country, showing 
for that country its gross national product, its level of consumption, 
investment, employment, its government budget, both military and 
nonmilitary. 

May I emphasize that these are a forecast of what we think i 
possible during this coming yea These are not based nee waar 
upon official estimates. We ‘aan always taken official estimates into 
account, but we have not taken the official estumates of another govern- 
ment as the last word. We have made our own estimate. 

Next, after having prepared these internal accounts, we then pre- 
pared a balance-of-payments statement, taking into aecount all of 
the foregoing factors which I have mentioned, and also taking into 
account that country’s foreign trade. 

We have been obliged to make our estimates of their exports during 
the coming year and “their probable imports. 

In that connection we have estimated, taking the OEEC members 
as a group, an over-all increase in the volume ‘of imports amounting 
to 5.9 percent. 

The reason w hy we have estimated that increase in imports is that 
it is an increase in raw materials necessary for armament manufacture. 

Only in a few instances, as in the case of Italy and France, will those 
imports represent an increase in consumption levels, because in our 
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estimate to some extent consumption levels will rise in those particular 
countries. 

We have made an estimate that there will not be during this coming 
year an increase in the volume of exports of the European countries to 
the rest of the world. That is an over-all estimate. 

We recognize in a few instances there will be an increase in exports. 

Mr. Herrer. I have before me your balance-of-payments table, 
which I must say is a little difficult to read. In that you show a very 
considerable increase in exports of the 14 nations. Between 1950-51, 
1951-52, you have an increase for all countries of roughly a billion 
and a half dollars. Maybe this represents changes in prices. 

Mr. Porter. I think that is it, Mr. Herter. I will have to check 
on that. 

Mr. Herter. This whole table takes considerable reading. It 
would take an expert to explain this table as it is set forth. Certainly 
the dollar amounts are increased. Perhaps you are speaking of 
volume. 

Mr. Porter. May I have the opportunity to explain that at a 
later time? 

We have estimated that in volume, exports would not increase 
because of a diversion of goods which would otherwise go into exports 
going into military production. 

We have estimated there would be an increase in export prices 
which we have calculated at 4.9 percent. 

I would like to check that percentage against the difference in the 
table that you refer to. We have also in making these estimates taken 
into account an expected decrease in trade between the countries of 
Western Europe and the Soviet bloc. 

As you know, we are pressing the countries of Western Europe to 
reduce all their trade in items of strategic importance. And we have 
assumed there would be a considerable decrease this coming year in 
that trade with the Soviet bloc. 

We have also estimated there will be an over-all increase in produc- 
tion of 5.3 percent. Then, having made these balance-of-payments 
estimates, before we accepted them in the form in which they had been 
presented to you, we have cross-checked them against the export- 
import tables, which we have always prepared in the past, which show 
commodities by major category, and also by source and destination. 

In this connection we have taken account of the fact that some of 
the commodities will be in short supply during the coming year. 

Finally then, as an end product, we have arrived at an estimate of 
aid needed by each country. In that connection may I speak about 
these very thick white books which have been laid before you. |! 
would not recommend that you try to read everything in them. We 
have not presented them to you with the purpose of overwhelming 
you. 
Mr. Vorys. You did anyhow. I asked for it and I got it. 

Mr. Porter. These are our work sheets. We have laid them 
before you so that, where in connection with a particular country, 
if you wish, you can trace through our own thinking in arriving at an 
estimate, beginning with the internal accounts, and looking at the 
import-export balance of payments until we arrive at the estimate of 
aid. 
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At any time the committee wishes I will be glad to try to answer 
any particular question you may have in connection with these work 
sheets we have laid before you. 

Mr. Vorys. Could I ask just one question at this time? What is 
the difference between “short form balance in payments’ and the 
other kind of balance in payments? Is that time or is that merely a 
summary? What does “short term’’ mean? 

Mr. Porter. It means it is a condensed balance of payments 
statement. 

In the aggregate, for the members of the OEEC who will be receiv- 
ing aid next year, we estimate there will be a need amounting to 
$1,512,000,000, compared with $1,954,000,000 that was given as 
dollar aid during this past vear. 

That is not the total assistance received last year, because there 
was some aid received by some of the European countries from the 
other European countries through the European Payments Union. 

If we take into account the net aid made available through the 
European Payments Union, the total amount of foreign assistance 
received by the members of OEEC last year was $2,088,000,000. 

Mr. Vorys. That means the amount received, not programed or 
obligated, but the amount we got there during fiscal 1951, does it not? 

Mr. Porrer. No. | am glad you corrected me. This is what is 
obligated and not yet necessarily delivered, because some of the pro- 
curement may still be in the pipeline, on its way. 

Mr. Vorys. Can you tell us how much we got there during fiscal 
year 1951? 

Mr. Porrer. I can, sir, if you will give me just a few minutes to 
present those figures. What it really means is adding what was in 
last year’s pipeline and subtracting what is in this year’s pipeline. I 
can do that a little bit later. 

| would like to say to the committee that our estimates, of course, 
are subject to human error. I think that we are quite modest about 
them. We recognize that these are simply an estimate based upon the 
best judgment of pretty well qualified people who have been in the 
business of making these estimates over a 3-year period. 

We are reasonably confident that they are as reliable estimates as 
it is possible to make under the present circumstances. 

I think we would have more confidence in them than we would in the 
estimates made by the other countries themselves. | think we have 
made these estimates more obiectively. 

The estimates which we have made lead us to certain general con- 
clusions which I will now state very briefly. 

The first is that we believe that the estimate of what our partners 
in the North Atlantic Treaty Organization can do to rearm themselves 
are realistic, or reasonably so, and can be achieved. 

However, the achievement will require very hard and patient nego- 
tiation on the part of our teams in Europe, to induce the Europeans 
to achieve the high targets of military effort that have been set. 

A second condition is that United States aid will be needed to cover 
the margin between what we have estimated they can do and what 
they could do without our aid. 

| think we might say this is to cover the margin between a high effort 
and just a mediocre effort. 
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The second general conclusion which we have tried to keep con- 
stantly before us is that while we should press the Europeans very 
hard, we cannot, and should not press them to the point that thore 
will be serious inflation in Europe or that the Communists wou) 
make major gains because of increasing hardships. 

Mr. Chairman, I am also prepared to comment, if it is desired, op 
the level of military production in Europe during the past year and 
what our forecast for the coming year is, both by country and }y 
major category of equipment. 

Perhaps it would be just as well if that were to come out in tly 
question period. I.do not want to make a long statement. I am 
prepared to go into that if the committee wishes. 

Finally, at some time, Mr. Chairman, I would like to make som 
brief comments on some of the recommendations we have made with, 
respect to legislation. 

Chairman Ricuarps. Do you want to make those now or later? 

Mr. Porrer. If it is agreeable to you, | will make them now and 
I think I can do so briefly. 

In the draft legislation which has been prepared by the executive 
branch, we propose that there should be certain modifications of the 
section concerning counterpart. 

We would like authority in the legislation to permit the wider use 
of 95 percent counterpart funds, that is, the 95 percent that is avail- 
able for general program purposes. 

We would like to have a specific authorization to use that to pro- 
mote military defense efforts; and also in this legisaltion, as we have 
indicated, a general indication of the priorities which should guide 
us in approving the use of counterpart. 

Chairman Ricuarps. Ninety-five of all counterpart? 

Mr. Porter. You see, 5 percent of the counterpart is reserved for 
administrative and other United States purposes. [| am talking now 
about the remaining 95 percent. 

Mr. Vorys. You mean to use outside the country or within the 
country? 

Mr. Porter. Within the country. All of this 95 percent would 
be used within the country. I believe that we now have the authority 
to use it for these purposes. 

(Discussion off the record.) 

Mr. Porter. We would like to have an expression of priority. 

Mr. Herrer. I wonder if we could have a clarification of that at 
this point? There has been a good deal of discussion about counter- 
part in the past. 

The position taken by ECA has always been in regard to the 95 per- 
cent that they did not want to retain more than the veto power over 
its use and did not want original jurisdiction whatsoever. 

They said they wanted to leave that to the country. This is * 
reversal of the position, in which you want to have the initial say as 
to the whole sum, 5 percent being reserved for administrative pur- 
poses, and the 95 percent to be spent only as you direct for military 
purposes; is that correct? 

Mr. Porrer. Mr. Herter, this is the first time I have appeared 
before the committee, and I am not fully familiar with what we have 
stated in the past. 
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| think that it would be correct to say that based upon our ex- 
perience, we have reached the conclusion that we should exercise a 
more positive influence over the use of counterpart. 

What we propose to do during this coming year is to reach an 
agreement with a country receiving aid as to how they will use the 
counterpart before dollar aid is allotted to them. 

In other words, we want to know before we grant the dollars not 
only how they will use the dollars, but how they will use the counter- 
part generated by those dollars. 

The purpose of that is to direct a considerable part of the counter- 
part into rearmament. 

Another purpose is to use a part of the counterpart to encourage 
increased productivity through our productive program. 

Mr. Vorys. You said that before you will grant it you will get an 
agreement as to how it will be used. In the past it has been that you 
had to get an agreement as to how it is to be used before you could 
spend it. 

I am wondering if this is very much of a change. Prior to this you 
had the veto; they had the veto, too. 

If your proposal is, legislatively, as you stated it, that you make an 
agreement with a country as to disposal of counterpart before you 
give them the money, they still have a veto over counterpart—-— 

Mr. Jupp. Over the counterpart they do not get. 

Mr. Rraicorr. Is not this a better deal for the United States? 
| do not interpret it the way Mr. Herter does, that it makes us the 
absolute boss and we still have to get their agreement. 

Basically, we are using the counterpart funds for military produc- 
tion. And to the extent that you increase military production there, 
that means less funds from us. 

Mr. Herter. | am entirely in favor of our present arrangement. 
When we first came to this and the first recommendation was made to 
us, it was that the counterpart funds be used in this way and we were 
overridden by the testimony that was given here. 

We were told that would hurt the sensitiveness of a lot of the 
European countries, and that it would not be workable that way. 
| am interested in the shift of attitude. 

Mr. Jupp. I raised the question specifically with Mr. Hoffman 
because 1 fought for that position in 1948. 

Mr. Rreicorr. It shows that it takes 4 vears for an idea to come to 
fruition. 

Mr. Vorys. I understand from reading the report of the fellows 
who went abroad that one of the problems is to get these European 
countries to buy from each other in military production. 

I think there is still a limitation on the use of counterpart outside 
the country. Some of us would be glad to see authority given to spend 
lira in Belgium or francs in Belgium, to procure military stuff for 
Italy or France from Belgium. That is part of your proposal? 

Mr. Porter. I was just coming to that. I think it is the point 
you have in mind. We would also like to request authorization in 
the new legislation to use the 5-percent counterpart that accrues to 
us for administrative purposes, to use that outside of the country of 
origin. 

Then there is another point I am going to make in connection with 
that in a moment, which I may as well do now. 
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Mr. Risicorr. Before you leave the 95 percent, I have the impres- 
sion from a statement that Mr. Foster made, or someone else may 
have made, that you will take all these counterpart funds and, going 
along with Mr. Vorys’ thinking, pool all those counterpart funds. 

You have a European Payments Union where the United States 
puts up X amount of dollars. Go one step further and take all the 
counterpart funds and use that as a pool to have that distributed }) 
OEEC to the ECA nations. 

Is there any interest on your part to do that? 

Mr. Porter. We are always interested in the idea. 

Mr. Risicorr. And is the idea worth anything? 

Mr. Porrer. If I understand you correctly, what you have in mind 

that the 95-percent counterpart is used by the United States 

Mr. Rigsrcorr. No, OEEC. 

Mr. Porter. Outside of the country of origin? 

Mr. Risrcorr. Let us say that you have a situation where Belgium 
is plus over-all and Greece and Italy are definitely minus. 

You would take some of the Belgium funds that is in the counterpart 
fund and allow Italy or Greece to utilize that for some purpose that is 
for the mutual benefit of all the OEEC nations. 

Mr. Porter. I see what you have in mind, Mr. Ribicoff. I think 
we are already achieving that purpose. A year ago the European 
Payments Union, where some countries were earning a surplus, like 
Belgium, a surplus in intra-European trade, and the United Kingdom, 
have themselves extended aid to other European countries through 
the mechanism of the European Payments Union. 

Mr. Risicorr. This proposal of yours to use counterpart funds for 
defense in individual countries, basically that would be anti-inflation- 
ary, too, would it not? 

In other words, by using these funds that have been set aside for 
military purposes, and since the Government would have to go into 
a military purpose program, it would avoid the necessity of issuing 
additional currency or losidiie a defense effort and would act as an 
anti-inflationary force in that country itself. Inflation is one of the 

reatest dangers of the entire military effort, as the gentleman from 
Visconsin has been pinpointing all through these hearings. 

Mr. Porter. It could have that effect in a certain limited degree, 
depending on how the fund would be administered. 

It can be, I think, anti-inflationary in the sense that it is not neces- 
sary to have it result—I would like to withdraw that statement, Mr. 
Ribicoff—on balance I do not think the use we have proposed here 
would have any anti-inflationary effect. 

Mr. Herter. Burning it up would do that best, would it not? 
Burning up the counterpart, that is. 

Mr. Porter. Yes. That would be better. 

Mr. Vorys. Just to get this straight—and Mr. Cooley or some of 
the lawyers can correct me—was it not last year that we cut out 
“within such countries for such purposes as may be agreed upon’ 
and put in “in furtherance of any central institution or other organi- 
zation formed by two or more participating countries” to further 
the purposes set forth in the EPU section? 

Mr. Cooury. That is correct, Mr. Vorys. In effect, last year the 
“within such countries”’ limitation was knocked off as far as the 95 
percent was concerned. It was retained as far as the 5 percent was 
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concerned, and this year we are suggesting that it be removed with 
respect to the 5 percent. 

Mr. Vorys. How much of it has been used for EPU purposes? 
Under this change we made last year, has much of the counterpart 
been used outside the country of origin for European Payments Union 
purposes? 

Mr. Porter. I do not believe any has been used directly for the 
European Payments Union. An equivalent result has been obtained by 
the contribution which the British and the Belgians have made to the 
capital position of the European Payments Union, but I believe we 
are correct in saying that no counterpart in any country has been 
transferred to the European Payments Union. 

Mr. Vorys. Why was that? 

Mr. Porter. I think the answer to that would be that the same 
purpose has been accor plished by the initial deal which was estab- 
lished for Belgium and for the United Kingdom. That is, when they 
contributed an equivalent arount of sterling, or of Belgian frances, 
the same purpose was accor plished as if the fund had been taken 
from the counterpart. 

Mr. Vorys. Except to this extent, that it left the counterpart to 
the extent of those contributions subject to a veto by us. I won- 
dered whether it was at our instigation or theirs that they did not 
use counterpart for those contributions under this provision of law. 

Mr. Porter. Mr. Vorys, this relates to some past history with 
which I was not associated. 

Mr. Cooirey. Perhaps I can give some of the past history. 

Mr. Vorys. Is this proper, Mr. Chairman? 

Chairman Ricuarps. Yes. 

Mr. Coo.ery. It is my recollection that the provision which per- 
mitted the use of the 95-percent counterpart in support of the EPU 
was 02e which was included in the legislation last year as a matter of 
caution. It is my recollection we advised you then that we did not 
see very much likelihood that the local currency counterpart would 
be used in that connection, but when it was suggested in this com- 
mittee that it mizht be advisable to make it available in case the 
need for it did arise, we were more than happy to see that provision. 

When we were here before you last year the EPU, or full details of 
the EPU, had net been worked out, and there was some thought that 
this might be a valuable provision. 

As Mr. Porter said, in fact the way it worked out the same result 
was accomplished by other means, so we have not had occasion to 
take advantage of this provision in the EPU connection. 

Mr. Porter. In connection with counterpart, Mr. Chairman, there 
is one other recommendation I would like to submit to the committee. 
That is, that we be authorized to use some of the 5-percent counterpart 
for what we would call operating as well as administrative expenses. 
Heretofore we have been restricted to the use of that 5 percent for 
administrative purposes, as contrasted with operating proposals. 

When we speak of operating purposes, what we have in mind 
specifically is to use some of this to pay for technical assistance, that 
is, the local costs of technical assistance, and to use it in support of 
the productivity program. 

_ Those are the three recommendations that we have incorporated 
in the proposed legislation, and which I mention now so that we can 
have a discussion of them. 
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Mr. Riricorr (presiding). I may state that the chairman suggest ed 
in view of the way this discussion was going, and since we are on this 
technical aspect, it might be advisable to allow freedom in asking 
questions from any part of the table, instead of confining ourselves 
to the 5-minute rule. It is a good suggestion. Whoever wants to ask 
questions will take into account and consider the other members. 

Mr. Jupp. Mr. Chairman. 

Mr. Risicorr (presiding). Mr. Judd. 

Mr. Jupp. Does this suggestion for changes with respect to use of 
the 95 percent of counterpart apply to the STEM countries too, 
that is, the underdeveloped countries, where ECA is working? Would 
you try to use most of the counterpart in Burma or Siam for building 
up their military strength, rather than improving their economi: 
conditions? 

Mr. Porrer. I doubt if we would wish to do that, Mr. Judd. 

Mr. Jupp. You have in mind primarily the ECA countries? 

Mr. Porrer. Yes. We are speaking now of the countries of 
Europe under title I. 

Mr. Jupp. | myself think the initiative and the dominant position 
in the control of counterpart everywhere ought to be in the hands 
of our Government. However, I think it would be a mistake to 
write into the legislation that they must use all these funds for 
military purposes or give priority to that in some of the backward 
countries where there is not anything to support a military effort 
until the economy is strengthened. 

Mr. Porrer. Yes. I would entirely agree with you on that, Mr. 
Judd. What we are proposing here is that this be permissive author- 
itv rather than a mandatory direction to us. But in the countries 
ot Europe we would propose to use a considerable part of the coun- 
terpart for military purposes, and I doubt very much that we would 
wish to do so in southeast Asia. 

Mr. Jupp. Mr. Acheson said, when I asked him about counterpart, 
“T most earnestly hope the present method will be continued.”’ 

Later be said he thought the way we now do these things has been 
working very well, and that ought not to be changed. Of course, 
while it does not need to be done this way, in essence your suggested 
changes would amount to telling them “You have to agree on what we 
want to do with counterpart, or vou are not going to get the aid.” 
That is a powerful whip in our hands. 

That is all. 

Mr. Vorys. Are you going to give us a statement such as we have 
had in the past of what the billion and a half dollars is going to be 
spent for? ; 

Mr. Porrer. In terms of commodities? 

Mr. Vorys. In a commodiiy breakdown. 

Mr. Porter. We will give vou an estimate of how we think it will 
be used for commodities. 

Mr. Vorys. We have always had before a showing of what the ERP 
countries needed and what they could get with their own, and what th 
deficit was in the dollar area. Now, as I get it we are going to hear 
sometime or other how this billion and a half dollars is connected up 
with increased military production. But we are going to ‘be at the 
place, Mr. Chairman, where it will not make much difference which 
dollar they use—the dollar they earn or the dollar they get from us (o 
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procure their needs. What we need is a total table of dollar-area 
needs, and the dollar-area earnings and then the dollar deficits. 

I wondered, is not just about that same formula in force in this 
program? ‘ete 

Mr. Porter. It is, sir. The commodity tables, as a matter of fact, 
are included in this thick encyclopedia I have given you. I would 
be glad to expand on that at any time you wish. 

Mr. Cutrerrietp. Mr. Chairman. 

Mr. Risicorr. Mr. Chiperfield. 

Mr. Curperrietp. When you use this balance of payments formula 
which you described very well—and I was glad to have your descrip- 
tion—I have always been worried when you pay the difference 
between what is exported and what is imported. Where is the 
incentive to cut down the needs? Why is there not a temptation to 
keep needs up? 

I realize you screen them and all that, but I have always wondered 
about the soundness of such a formula. Would you comment on 
that? 

Mr. Porrer. I think you are quite correct, Mr. Chiperfield, in your 
statement that there is an incentive on the part of the recipients of 
aid to try to keep their import levels up, and to that extent there is a 
danger that our aid might weaken their incentive to stand on their 
own feet. 

Mr. Curperrietp. That is the reason you have to screen those 
needs very carefully, of course. 

Mr. Porter. Right. I do not think our balance of payments 
estimate in itself is any control over the amount of aid. It simply 
enables you to get a better estimate of how much aid is needed. But 
through the administration of the funds that are given to us where we 
exercise the control is to provide screening of the procurement ap- 
plications. 

Mr. Cutperrieip. I would like to ask you one more question. 

How do you feel the European Payments Union has worked? 

Mr. Porter. We feel it has worked quite well. 

Mr. Curperriievp. I would like to ask you one additional question. 

Do you feel we should give a grant to the Schuman plan? 

Mr. Porter. We have given a great deal of thought to that, but 
we reached the conclusion that they probably should not. 

Mr. Cuiperrietp. Would you believe a loan would be better? 

Mr. Porrer. Yes. I would personally feel a loan would be more 
desirable than a grant to the Schuman plan as a central institution. 

Mr. Cmperrrietp. Thank you very much. 

Mr. Rretcorr. Mr. Smith. 

Mr. Smirx. Mr. Porter, is there much unemployment in these 

countries that are receiving aid? 
_ Mr. Porrer. There is considerable unemployment in Italy, some 
in Greece, some in Western Germany. In fact, there is still a sub- 
stantial amount in Western Germany. In the Northern European 
countries, no. There is very little in France. 

Mr. Vorys. In Austria? 

Mr. Porrer. Some in Austria, and some in Belgium, I would say. 

Mr. Smiru. I would like to ask vou the question I have asked these 
other men who preceded you. I think possibly vou had an interest 
in this, namely, why are not the workers of these countries sharing in 
the increased productivity? Have you made any study? 
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Mr. Porter. Yes, we have. 

Mr. Smiru. Has the ECA made some study of it? 

Mr. Porter. Right, and I would be very glad to comment on tha; 
now. 

Mr. Samira. I wish you would. 

Mr. Porter. We believe that one of the most important jobs that 
we have ahead of us this year is to encourage a substantial increase in 
productivity which can come about in several ways. It is most], 
through technical assistance by sending the best of American manage- 
ment, and some of our best labor leaders, to work with Europeans in 
increasing output with the equipment that they already have. In a 
few instances it might result in the introduction of some new equip- 
ment, but most of it is straight technical assistance. 

However, we also believe if we are to get an adequate response on 
the part of the workers in a country like France, that it is necessary to 
share, or the benefits of increased productivity should be shared with 
the workers. In fact, we look to a three-way sharing of the benefits 
to management, to the workers, and to the consumers through lower 
prices. 

Mr. Smita. You would not think that it would be advisable to sub- 
sidize the workers? I am as interested as you are, I am sure, in this 
increased standard of living for these people. 

Mr. Porter. Yes. 

Mr. Situ. How some of them live is a mystery to me, and I do 
not think that that story is generally known by the American people. 
It certainly was not known to me until we got into this matter, and 
until I, as‘a matter of fact, went to Europe and to France just a few 
weeks ago. 

Now, when I look at these figures you gave us this afternoon about 
the national income for 1951 per capita, it is more revealing. 

As I said the other day, until we put our finger on that and begin 
to do some thinking on trying to solve the problem, I do not think we 
are going to make much progress in the fight we are making against 
communism. I do not see how we can do it until we do something for 
the people. 

Mr. Porter. I entirely agree with you, Mr. Smith. In the agree- 
ments which we will have with any firm when we undertake to increase 
the productivity for that firm, there will be an agreement that the 
benefits will be shared with the workers, and also that the manufac- 
turer will undertake to reduce prices as he is able to increase his pro- 
ductivity. 

Mr. Smitu. Have you explored that in any way? For instance, | 
could see where it would just run head on into a terrific resistance on 
the part of management and on the part of those who are selling to 
the consumer. Do you think there is a reasonable chance that industry 
is going to be willing to take over there? 

Mr. Porrer. I think there is a reasonable chance that some parts 
of industry will do it. Mr. Joyce, who is our Assistant Administrator 
for Production, is himself an experienced industrialist, and is president 
of the Joyce Shoe Co. He has just come back from about 5 weeks 
in Europe, during which time he met with many dozens of Europea! 
industrialists. He had very encouraging discussions with a younger 
group of French industrialists. 

It also became quite apparent to him there would be very strong 
resistance from some of the industrialists whose theory of management 
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is to get a large profit on a small turn-over, and who deliberately 
restrict production, and therefore are not very much interested in 
a higher productivity. 

However, I think by working with the more progressive indus- 

trialists in France and in Italy, and especially among some of the 
younger industrialist leaders, we will be able to break down this 
restrictionism which has stifled European production for so many 
years. 
* Considerable progress, as you probably know, has already been 
made in England, where for the past 2 years we have had what is 
known as the Anglo-American Productivity Council, with Phil Reed, 
of General Electric, as the principal American member. The British 
industrialist who is his counterpart, Sir Norman Kipping, is one of the 
outstanding industrial leaders of Great Britain. 

We have also had an A. F. of L. man and a CIO man serving on 
the American team of this Anglo-American Productivity Council. 
The results in England have been quite encouraging. 

Mr. CuiPerFIELD. Will the gentleman yield? 

Mr. Smiru. Yes. 

Mr. CurrerFIELD. We were told a story in England about a man 
who made shoes. He came over and studied our ways and increased 
the production of his shoes, and was resented very much by the others. 

Mr. Smiru. That is right. 

Mr. CurPperFIELD. Do you remember that story? 

Mr. Samira. Surely. 

Mr. Porrer. That is quite true. We have had French industrial- 
ists tell us their credit would be immediately cut off if they were to 
undertake a productivity program, which they would like to under- 
take. I think we have a very hard battle there in breaking through 
these old restrictive habits, but we still believe it can be done. 

Mr. Javirs. May I ask this question, Mr. Chairman? 

Mr. Rreicorr. Yes. 

Mr. Javirs. Would it not be a way to break this if we find a way 
to make credit available ourselves instead of through government 
machinery or the local banking system, which would block you, and 
often does, as you say yourself? That is, find some way of making 
credit available directly to business organizations which are going to 
give you this kind of a quid pro quo. Perhaps we ought to operate 
to some extent through the International Bank, which has shown an 
ability to set up banks in countries like Turkey, such as industrial 
loan banks. 

Mr. Porter. We have contemplated it, Mr. Javits, as a possibility 
out of the counterpart fund. That is particularly the 5-percent 
counterpart fund which is available for our exclusive control. 

In addition to that, we have also contemplated perhaps directly 
supplying manufacturers with raw materials who have been threat- 
ened that their raw materials would be cut off if they increased wages. 

Mr. Smrrx. Will the gentleman yield? 

Mr. Javirs. Certainly. 

Mr. Smrrn. I think you would be interested in knowing, Mr. 
Javits, that it was suggested to Paul Hoffman’s organization by a 
Frenchman that this matter of credit was so important that the Ford 
Foundation do something along that very line, because the banking 
Interests in France have been stopping or preventing the flow of 
credit to those firms that want it. 
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Mr. Hoffman’s response was that he did not think that was their 
field. But there is a field there for someone. 

Mr. Porter. We have given serious thought to that. 

Mr. Javirs. It leads to the fact, as I see it, that the governments, 
I am sure, without asking you, will assure you that everything js 
O. K. and they are taking care of it. We know they are not, and our 
own representatives have found they are not. 

Perhaps instead of just talking about getting tough we can still 
speak very amiable—and I believe that has been the appellation 
applied to our ECA representatives that they are amiable—we can 
still speak very amiable, but lay it on the line. After all, that is far 
more eloquent. You do not talk tough, but just have to be tough 
and take the governments at their word and say, ‘‘All right. If you 
assure us it is being done or going to be dane, let us just do it.”’ 

Mr. Porrer. Well, sir, of course we want to persuade the govern- 
ments to go all the way with us in this, but we have reached the con- 
clusion ourselves that if the governments are not willing to go all the 
way, that we should nonetheless go ahead with the productivity 
program, dealing directly with those progressive industrialists who 
are prepared to take advantage of modern machinery and modern 
ways of doing things to increase their total output and to share the 
benefits with their employees. 

Mr. Javirs. I hope you will bear in mind when you do that too, 
that as in our relations with countries, so in our relations with a firm. 
If we do it and if we are going to carry them along, we have to remem- 
ber that we have to see them through it, because they are likely to be, 
for a while anyhow, very much in disfavor with their competitors. 
If they think we are going to give them just a short-term proposition 
of a single-shot deal, they are not going to play ball with us. They 
have to live with their competitors, and we have to make it possible 
for them for a while to live with us. 

Mr. Porter. We have already discovered that is one of their major 
fears. 

Mr. Smirn. Have you given any thought as to how much you 
might spend in the budget for this purpose? 

Mr. Porter. Much of the expenditure will be out of counterpart. 
Relatively little dollar aid will be required. Such additional! dollar 
aid as would be required would come out of our technical assistance 
funds, for which we are requesting $20,000,000. The remaining dollars 
up to $60,000,000, will come out of the funds requested for direct 
country aid. 

We have also planned to use, in addition to these $60,000,000, as 
much counterpart as necessary in support of the productivity program. 
This may go as high as $250,000,000 equivalent in counterpart. 

Mr. Vorys. What? 

Mr. Porrer. $250,000,000, or the equivalent of $250,000,000, out 
of the counterpart funds. 

Mr. Vorys. If somebody will yield to me, that contemplates that 
the counterpart fund would be spent substantially for technical 
assistance, and that that amount would not involve subsidies to 
plants or workmen or anything like that. Is that not true? 

Mr. Porrer. We have not thought in terms of subsidies because 
we feel a subsidy would in itself be a contradiction of increased pro- 
ductivity. It might mean some part of this could be used for loans, 
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that is, for credit purposes. But that is something we have not yet 
faced. We are just getting this program under way. 

Mr. Smith, you asked a question a moment ago about subsidies to 
the workers. The British Government does grant some subsidies now 
on food, and at least in the recent past has on lower-priced textiles. 
On the whole we do not encourage a subsidy because they think it is 
much better to try to solve the problem by an increase in wages, 

Mr. Smiru. | agree. 

Mr. Jupp. On that point, Mr. Porter, when you were giving the 
figures awhile ago of the per capita share of the national income in 
various countries, did you include the subsidies they get back? For 
example, an Englishman on the average may get $631, but then he 
gets $200 more in subsidies for his food and other items if he has a 
big family. 

Mr. Porter. That does not show up in this particular connection 
because what we have done herve is take total national income and 
divide it by total population. 

Mr. Jupp. But the discrepancy is not quite as great as the figures 
on our per capita income and theirs seem to suggest. Is that not true? 

Mr. Portrer. The discrepancy is not quite so great for the workers 
in England. 

Mr. Jupp. Where they have subsidies. 

Mr. Porter. That is right. 

Mr. Smrru. In other words, it is more than $631. We ought to be 
clear on that. 

Mr. Porvrer. Yes. 

Mr. Jupp. He gets $631 plus the subsidies. 

Mr. Porter. You see, when we are speaking of this $631, this is 
the average per capita national income arrived at by dividing the 
total national! income by the total number of people. 

(The following information was submitted by Mr. Porter for the 
record.) 

SUBSIDIES AND NATIONAL INCOME 

The figures on national income per capita represent the total income of the 
economy from all sources (omitting duplications) divided by the total population. 
Subsidy payments have the effect of transfering income from one income-recipient 
to another, without increasing the total amount of real income for the economy 
asa whole. Thus, it may be said that subsidies are included in the figures for 
national income per capita. 

Inclusion of subsidies in national income is indicated by the computation 
showing the relationship between national income and gross national product. 
The following table shows this computation for the United Kingdom for 1950, 
with partial estimates for 1951. 


Item 1950 1951! 
Gross national product (at market prices) : $37, 985, 000,000 | $40, 335, 000, 000 
Minus depreciation ‘ 3, 146, 000, 000 3, 135, 000, 000 
_ Equals net national product . ---| 34,839, 000,000 | 37, 200, 000, 090 
Minus indirect taxes 5, 824, 000, 000 4, 963, 000, 000 
Plus subsidies a - 1, 341, 000, 000 
Equals national income (at factor cost) P ; 30, 356, 000, 000 32, 237, 000, 000 
Population te eels =" M stay or 50, 800, 000 | 51, 100, 000 
Per capita gross national product____--- bebo saa é $748 $789 
Per capital national income_.__......-.---- : : iso $598 $631 


' Estimated. 
The figures have been converted into dollars at the rate of 1 pound equals 
$2.7988. 
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Mr. Jupp. That is right. 

Mr. Porrer. So far as the workers in England are concerned, | 
think that the American workers are probably not 3% times better 
off than they are; perhaps 2} times. 

Mr. Reece. In connection with the subject of increasing produc- 
tivity, 1 understand there have been committees brought over here 
to go through our plants with a view of observing our methods of 
production, I assume. 

I am advised that a committee representing the furniture industry 
came over recently, and one of the professors in North Carolina was 
contacted with a view of making up a list of the companies which he 
might suggest should be visited. This he did. The list comprised 
five or six of the larger and what was generally recognized as very 
efficiently operated companies in the industry. He was then advised 
by the office up here that they were not the companies which it was 
desired that this committee should visit, and they suggested two 
much smaller companies, which were not as well known in the industry 

The professor then told them that, if that was the way the tour 
was desired to be conducted, he did not want to have anything to do 
with it. He was then told to have them visit the four or five or six 
companies which he suggested, but also take them to the two com- 
panies that had been suggested by Washington. 

Would those visits be made under the auspices of the ECA or the 
State Department? 

Mr. Porter. I am just not informed about that particular instance, 
Mr. Reece. The kind of project it was would sound as though it 
was an ECA technical-assistance project. 

Mr. Reece. But in the furniture industry it did not inspire a 
great deal of confidence on the part of the people in the industry 
in ECA or whoever was sponsoring the visits. 

It would seem to me it is something that ought to be looked into 
by you. I do not know just what the purpose was, of course, in 
originally proscribing the visit to the suggested companies. The 
committee was to visit these, let us say, these more widely recognized | 
companies, and then your office suggested two other companies not 
so well known. Evidently, the professor who had been contacted 
took it pretty seriously, because he was about to withdraw from the 
project himself. 

Mr. Porter. Yes. I will undertake to get all the facts for you 
about that. I am just not informed at all about that particular 
one. It occurs to me that possibly the two smaller furniture factories 
were more comparable to the kind of factories you find in Europe. 

Mr. Reece. It happened to be that they had different labor rela- 
tionships than the other companies did. 

Mr. Porter. Yes. 

Mr. Reece. They were strongly unionized, speaking frankly 
whereas the others were not. 

Mr. Porter. Yes. 

Mr. Resrce. That is all. 

(The following was submitted for the record in answer to_ the 
inquiry by Representative B. Carroll Reece of Tennessee to Mr. _, 
R. Porter regarding visit of technical-assistance group, OEEC 


An OEEC group representing the furniture industry visited the United States, 
in connection with the ECA technical-assistance program, to study the mass pro- 
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duction of furniture. The American Forestry Association handled the project 
under a contract with ECA. ‘The association engaged Professor Johnson of 
North Carolina State University to arrange plant visits and to act as a project 
escort to the various plants. 

A list of prominent furniture manufacturers in the High Point area of North 
Carolina was forwarded by Professor Johnson. The ECA labor advisers raised 
objections to visits by the OEEC group to plants not under contract with a union 
and advised that small plants having contracts with unions should be substituted 
for some of the plants listed by Professor Johnson. We informed the American 
Forestry Association accordingly and suggested that the advice of the labor 
advisers be followed by canceling out some of the plants listed by Professor 
Johnson and substituting some of those suggested by our labor advisers. As it 
worked out, five large and two small plants were visited. 


Mr. Rrstcorr. Mrs. Kelly. 

Mrs. Ketity. Thank you. I prefer my question off the record? 

Mr. Rrercorr. Certaialy. 

(Discussion off the record.) 

Mr. Ristcorr. Does anyoue else have any questions? 

Mr. Merrow. Mr. Chairman. 

‘Mr. Risicorr. Mr. Merrow. 

Mr. Merrow. Mr. Porter, ian your introductory remarks you said 
you would speak about the productivity goals in reference to arma- 
meats in the various countries, and as to how they were reached. I 
woader if you would comment on that. 

Also, in view of what has been said in reference to productivity, 
answer this question: Has it beea difficult to get the governments to 
accept the productivity goals? 

Mr. Porrer. So far as productivity is concerned, there has been no 
difficulty in gettiog the British to accept the goal of higher productivity. 
Mr. Hoffman over 2 years ago proposed to Sir Stafford Cripps, who 
was at that time Chancelor of the Exchequer, that there should be 
a productivity program, and that was very promptly accepted by the 
British. 

We have found the contineatal countries have taken much less 
interest 1a productivity, although very receatly we have gotten some 
encouraging Tespoases from the French and from the Italians. 

As to military production, we have not found any of the countries 
thus far who have come forward with military budgets as large as we 
think is desirable. 

Mr. Merrow. Or as large as they could stand at the present time? 

Mr. Porrer. That is right. Because what we have assumed to 
be desirable is equivalent to what we think they are capable of doing. 
bey are pot requesting them to do more than we think they can safely 
ao. 

| would be very glad to read to you, if you wish, our estimate of 
what we believe they can do in this coming year in the way of military 
expenditures. 

Mr. Merrow. I would like to hear that; but, while we are on that 
particular point, is it safe to draw the conclusion that they are not 
doing what they should do to help themselves? 

Mr. Porrer. In our judgment they are not. They are not doing 
enough. 

Mr. Merrow. They are not doing enough. You are talking about 
continental Europe, I think. 

Mr. Jupp. Are your comments limited to two or three countries, 
or is that a blarket statement with regard to all NATO countries? 
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Mr. Porter. It would vary, Dr. Judd, I think. 

(Discussion off the record.) 

Mr. Perkins. It might be useful, I think, if I read into the record 
here some additional figures that we have which I think are inter- 
esting, on the percentage of gross national product which these 
various countries are taxing themselves. 

The United Kingdom is at the top of that list, with 33.7 percent. 

Mr. Reece. Which country is that? 

Mr. Perkins. The United Kingdom. 

Mr. Jupp. This is not for defense, but their total budget? 

Mr. Perkins. No. Their total budget. It gives you some idea of 
what they are putting on their own taxpayers, and therefore you can 
judge what they can do by further efforts in that direction. 

Norway is 31.8 percent; the Netherlands is 28.4 percent; France is 
27.3 percent; Italy is 24 percent; Belgium is 19.6 percent; and Den- 
mark is 18.8 percent. 

That contrasts with what we are now taxing ourselves, as about 
24 percent, which will go up probably to 26 percent if these new tax 
bills go through. 

So that you can see most of these countries are already pretty 
heavily burdened. 

Now, I should think it was unlikely to expect you would get a very 
much higher percentage of income into taxes in some of these countries. 

Mr. Risicorr. Mr. Perkins, the way the tax is distributed there, 
if you had a proper type of taxation that was fair and equitable, you 
could probably get a lot more money without hurting the people in 
the great base of the population. 

Mr. Perkins. I think it becomes very questionable, when you get 
these high percentages of taxes, that you could get very much without 
putting a good deal of them on the general public. I think we found 
in this country that beyond a certain point you cannot get much out 
of soaking the rich. We do that, but still our percentage of taxation 
is relatively low. 

Mr. Risicorr. The rich there pay nowhere near the proportion the 
wealthy groups pay in this country. 

Mr. Perkins. That is correct, | think. 

Mr. Jupp. There is another factor in it, though: You take the 
ones with the high rates like England and Norway. The biggest 
items in their expenditures are the social programs that they finance 
out of tax funds. The Government takes their money and then gives 
it back to them; so, the fact is that it is not taxes for Government 
purposes. It is taxed away from the public to go back to the public 
in wealth-distribution programs or health programs, or false teeth, 
or whatever the thing may be. Therefore, the tax rates are not fair 
figures for comparison. 

Mr. Perkins. That is about what it was to come to. What this 
leads you to think is that the best prospect of getting any substantia! 
further funds for defense is in the switch in their internal expenditures. 

Mr. Jupp. That is right. 

Mr. Perkins. Rather than any great expectation in most of these 
cases that you can increase greatly the total taxation load. That 
becomes a very difficult thing, you know. Once you establish a 
social benefit it is very hard to remove it from the public, and they 
have a very hard problem on their hands. 
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] agree with Mr. Porter that most of them can and should do more, 
but I do not think we can expect it in the immediate future. I think 
we have to wait until their economies get stronger before we can 
hope for improvement in most of these figures. 

Mr. Merrow. What seems to be difficult for me to do is to justify 
the authorization and the apporpriation of many billions of dollars 
in arms assistance to these various countries when you gentlemen 
admit they are not doing as much as they ought to do to help them- 
selves. 

(Discussion off the record.) 

Mr. Porrer. What we hope is that, through the negotiations which 
are now being conducted with the NATO countries, they will be 
induced to make a greater military effort than they are now doing. 

Mr. Merrow. That is a hope, but the point I have been making 
all along is why should not the extent of our aid be communsurate 
with their help and cooperation, or why should it not be tied to it? 

Mr. Porter. Well, it is. Necessarily, this vear. Because, if they 
do not make the military effort which we have estimated that they can 
make, then they are not going to be in need of as much aid, and the 
amount of aid we will give will be reduced. 

Mr. Merrow. That will be with administrative discretion. 

Mr. Porrer. Right, sir. It is impossible to know at this time 
precisely what military effort they are going to make and, therefore, 
what economic aid is needed; but I can assure vou we do not intend 
to grant any aid unless that aid is fully justified by the facts. 

Mr. Merrow. Both military and economic. You said that is true 
of the economic aid. But now, how about the military assistance? 
The same principle is going to apply on the end items; it it not? It is 
over $5,000,000,000 that we are going to give in military end items. 

Mr. Perkins. Yes. 

Mr. Merrow. Now, if they do not live up to expectations, does it 
mean that that aid is going to be curtailed, as well as the economic aid. 

Mr. Perkins. I think that is a question that we would have to 
consider very seriously. It depends in what items they do not live 
up to their expectations. If they do not raise the troops and they 
cannot use the military end items, of course they should not be sent. 
However, if they are willing to raise and train the troops and we do 
not send the equipment, we do not have the force in being that we 
are all so anxious to have. 

| think that becomes a very delicate question of judgment as to 
what you would do under those circumstances. It also depends in 
what respect they fall short, and what kind of items they fall short on. 

(Discussion off the record.) 

Mr. Merrow. The only way this assistance, so far as I have been 
able to learn, is tied to what they can produce themselves is through 
administrative discretion; is it not? 

Mr. Perkins. I think there is no fixed rate or balance you could 
establish that would be safe to operate on. : 

Mr. Rreicorr. Mr. Hays wanted to ask a question. 

Mr. Hays. I was going to bring up again a question which I asked 
General Marshall. 1 do it just for the purpose of emphasis. That 
is, in terms of sacrifice, you simply cannot measure participation on 
the basis of the percentage of gross national product devoted to 
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national government. I mean by that, if the Netherlands, { , 
example, with 28 percent, you say? 

Mr. Perkins. Yes. 

Mr. Hays. If with her 72 percent remaining she still has a stands! 
of living which is, we will say, half that of the American standard 
then you get another factor that has to enter into it, because of t\\ 
point that there is a limit beyond which no government can go jy 
pressuring its people into further sacrifices. 

I think that is something that has to be in the background of oy, 
thinking on standards of participation. That is not the final answer. 
of course. I mean, you do not dismiss the problem by saying thei) 
standard of living is so much lower, but it does affect the decisions, 

That is a fair statement; is it not? 

Mr. Perkins. I agree with that. 

Mr. Hays. There is another point I want to develop in that con- 
nection. 

It seems to-me—and I keep coming back to what General Eisen- 
hower had to say about the team spirit—it is that intangible quality 
that just cannot be allowed to be lost in figures and statistics. 

I am expressing my own personal views here when I should |» 
questioning, but I am at least inviting comment on it. 

Here we are in a position to provide leadership in production and 
in economic strength, and the team spirit is vital to that; is it not? 
After all, the coach does not say because the left end is not doing his 
part, ‘““Now, I am just not going to issue you the same equipment | 
am giving the right end. The right end is carrying his load, so that 
he is going to get the equipment, but you do not get head gear or you 
are not going to get shin protectors because you are not doing your 
part.” That is the way I see it, in terms of teamwork. The coach 
might put him off the team, but if he is on the team he must be 
respected. 

Mr. Javits. What standard of living is the balance-of-payments 
basis for the economic aid designed to give to the countries which are 
going to receive that aid? Is it the 1950 or 1951 standard, or which 
is it? What are vou shooting at now in the coming fiscal year? 

Mr. Porter. I believe, Mr. Javits, you were out of the room when 
I commented on that. 

Mr. Javits. Then do not answer it again. 

Mr. Porter. In some countries, particularly in the northern 
European countries, we understand or contemplate a reduction in the 
standard of living. In some other countries, as in Italy, where there 
will be a number of the unemployed drawn into war industry or defense 
industry, we anticipate that there will be an over-all increase in the 
total level of consumption, which is what happened here in the early 
forties. 

We anticipate that the highest level of consumption will be u 
Italy in relation to the past year. There we estimate it at about 4 
percent over the present year. 

Now, bear in mind Italy has also one of the lowest per capita 1n- 
comes. After defense expenditure we estimate that the national! 
income per capita in Italy this year will be $266. 

Mr. Javits. Are you planning to set up any kind of a table on this 
which could be used in the debate? 
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Mr. Porrer. Yes. I have already read some of this into the record, 
but | would be very glad to supply you with a complete statement. 

Mr. Javits. That would be very important. You could set up a 
table for us that will be used in the debate. Bear in mind this will not 
be classified. 

Mr. Porter. This is not classified information. 

Mr. Javits. If we could have a table like that it would help us a lot. 
Also, you are going to prepare this table on the amount of gross na- 
tional product which is being devoted to defense, and also which is 
being taxed off by the NATO countries, as you have given it to us. 

Mr. Porter. We will submit that statement for the record, Mr. 
Javits. 

(The information requested is as follows:) 


Gross national product, national income, defense expenditure, and balance,remaining 
after defense expenditure—9 European NATO countries and the United States 


(Country’s fiscal year beginning in 1951] 





Amounts per capita (dollars) 














Gross 
" ; national | Balance of 
Country product: | Gross | Tetenee | GNP re- 
total | national | ,. enditure | ™ining after 
| product I | defense ex- 
| penditure 
| | | 
| Millions | 
Belgium- neemenadl who italic tcl oe Chia | $6, 877 764 | 31 | 733 
Denmark. ........- ly capeeaa ; uel 3, 500 | 812 | 22 | 790 
ee ee Ta BE oa 28, 169 | 668 62 606 
SSE ae ayer See ae | 16, O16 | 344 | 20 324 
Netherlands oe . : ; oan 5, 768 | 560 | 36 524 
at aihn ditc~detidtins ae ee ee 2, 064 | 624 | 29 595 
Portugal.._...-.__- ee 2,073 | 237 | 6 231 
|. eee ae eee | 40, 335 | 789 | 70 | 719 
United States. __.__. papinip ye a ee 330, 000 | 2, 143 | 303 1, 840 
Amounts per capita (dollars) 
| | EE ones tn he 
eee | Balance of 
ca mag | national 
Total | National | Defense | aie e 
income expenditure after de- 
| fense ex- 
| | penditure 
| Millions | 
Belgium-Luxemburg Su wieces cheat ences mcnaell $5, 631 | 626 | 31 595 
Ric teak vite dinetukskabcewcenlhie 2,927 | 679 22 657 
Ly SES Har Name eat 22, 852 | 542 | 62 | 480 
Italy a eine ee ee ae 13, 309 | 236 | 20 | 26H 
WAIN 5 a as er | a oe | 4, 598 | 446 36 | 410 
eek eg A RE aS I ei ecataai | 1,772 | 535 | 29 506 
Portugal... ; 1, 889 | 216 | 6 | 210 
United Kingdom | 32, 237 | 631 70 | 561 
CR a aon sce nncins. oe tiven haosesee4 295, 000 | 1,916 303 | 1, 613 





Source: Economic Cooperation Administration, Division of Statistics and Reports, July 19, 1951. 


Mr. Jupp. Mr. Chairman, going back to the question that Mr. 
Merrow and Mr. Hays were talking about, is not this the fact? They 
all want economic aid, and we can use our economic aid as a lever to 
get them to do certain things. A lot of them do not want the military 
aid, and we are in a sense coaxing them to get going on their defense 
programs. They are the ones who are dragging their feet and not we. 
Is that not true? 
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Mr. Porter. I think, Mr. Judd, that they want military aid, bu; 
we feel they are not doing enough in the way of a military effort oy 
their part; but they do want the military aid. I think you might 
ask General Scott if he has to coax anyone to take military aid. 

Mr. Risicorr. General Scott is listed as a witness tomorrow. | 
thought he would probably develop the whole program then. 

Mr. Jupp. We were told that the reason for for their not building 
up military in the beginning was that it seemed hopeless. The odds 
were so great against them, that what was the use of going into a 
program which could not check and in a sense might provoke the very 
attack they were trying to avoid. So they had to be convinced they 
had a chance. 

1 think you spoke of that in your statement this morning, Mr. 
Perkins. You had to convince them it could be done before the ‘Vv were 
willing to make an effort which otherwise they felt amounted to some- 
thing ‘being thrown down the drain. I have come home from Europe 
convinced that they have turned the corner. As greater visible 
strength developed, the morale has evidently improved, and as the 
morale improves the whole effort immediately begins to accelerate. 

I think vou are through the worst of the doldrums in the program. 

Mr. Hays. Let me peg that to what I had to say a few moments ago. 
If they have not turned the corner, in other words, if the total contribu- 
tion from the individual nations is not satisfactory, then the whole 
thing falls, of course, and we are out. But at this stage it would be 
folly for us not to proceed as if the team spirit is going to put the whole 
venture through. 

I am just exploring it on the basis of some of the intangibles as well 
as the tangibles, but I associate myself with Dr. Judd on that, and | 
feel just as the members feel after their trip to Europe that even if 
some of the countries have dragged their feet in the past they are 
getting the team spirit now and this is the crucial point. 

Mr. Jupp. For example, if I were a Dane with no natural defenses 
and with the Russians in Lubeck, what incentive in the world would 
there be for me to reduce standards of living and tax myself for an 
armament program which by itself simply cannot do any good? 
The Russians can walk in whenever they want to. It is only as a part 
of a team, that you can ask or expect them really to put their nose to 
the grindstone. 

Mr. Perkins. That is exactly right, and there is no question about 
that. 

Mr. Porter. I would like to express my agreement with what both 
you and Mr. Hays said. That is, I think both the morale and military 
corner the Europeans have turned is clear. 

Mr. Merrow. Mr. Chairman, I would like to ask this question. 
If there were an integration in Western Europe, or if it could proceed 
as far as we think it ought to—and that includes the integration of 
Western Germany with ‘the ec onomy of the rest of the countries 
would not their productivity then be increased by leaps and bounds? 

Mr. Porter. I do not think it would happen overnight, but I think 
within 2 or 3 years what you say will be true. 

Mr. Merrow. Is that not the key to this whole situation in the 
long run? 

Mr. Porter. I feel it is, sir. 
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Mr. Merrow. And until we solve that problem of integration, 
including Western Germany, we are going to be in difficulty and we 
will have to continue to help with military and economic aid? 

Mr. Porter. I am not sure that the last statement is necessarily 
true, but I am certain that if there were integration, that the Euro- 
peans would be able to stand on their own feet more completely and 
more rapidly——much more rapidly than now seems to be the prospect. 

Mr. Merrow. Do you think in the extending of economic aid and 
military aid that we can continue to exert increasing pressure to bring 
about integration? 

Mr. Porter. I think we can and should. 

Mr. Merrow. Thank you. 

Chairman Ricwarps. Mr. Porter, what do vou think about this 
idea a good many people have around here about ‘‘umbrellaing’’ all of 
these activities under one administration and one administrator now? 

Mr. Porrer. Well, Mr. Chairman, I am a member of a team and 
I would like to confine my remarks to those of the other members of 
the team. I think there are various good ways of administering the 
program. 1 think that is simply one of them. 

Chairman RicHarps. Suppose that were done now for this year’s 
operation?» Do you think it could be done without serious injury to 
the ECA program by shifting from one gear into another? 

Mr. Porter. So far as the ECA program is concerned, I think that 
is true. 

Chairman Ricuarps. You think it could be done? 

Mr. Porter. I do not think it involves any injury to the ECA 
because, as a matter of fact, they have already shifted from the 
former types of aid we have given to that of support for rearmament 
in Europe. 

Chairman Ricuarps. Yes. Of course, you are not expressing an 
opinion as to what type of organization would be set up or anything 
like that, but provided a good organization could be set up with the 
proper people in charge, you think it could be done without over-all 
injury? 

Mr. Porrer. I think that so far as our own operations are con- 
cerned they could be transferred to the new organization within a 
very short period of time. 

Chairman Ricuarps. Thank you. 

_ I want te say might here—and I forgot to say it when we first came 
in today—that we have our baby member present. He has been in 
Congress a long time and is a distinguished Member of Congress. 
We are mighty glad to have him on this committee. We are sorry 
you have not been able to be qualified before. 

Mr. Lanuam. I am sorry, Mr. Chairman, that I could not be with 
yousooner. It isan honor to be with you. Iam sorry I had to travel 
such a rocky road to get here. 

Chairman Ricuarps. It was not your fault. 

Mr. Lanna. It was not my fault. 

Chairman Ricuarps. It is good to have you here. 

Mr. Risicorr. Mr. Chairman, before the meeting closes, and be- 
cause you were out a part of the time, I would like to state that Mr. 
Porter has been a very frank and candid witness. When he has not 
known something he has said so, and he has given the committee a lot 
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of information. We did not operate under the 5-minute rule when you 
were gone. We allowed every member to exhaust himself completely 
and Mr. Porter too. I think all of the committee members are satis- 
fied that they have asked every conceivable question that they had 
in their minds. 

Chairman Ricuarps. That is fine. I suggested when I left that 
because of the nature of the questioning you should proceed in that 
way. 

Mr. Risicorr. That is correct. 

Mr. Merrow. I concur completely with the sentiments expressed 
by Mr. Ribicoff. 

Chairman Ricuarps. I was very much impressed. I am sorry | 
could not be here all the time, but I will read all of your testimony 
that I missed in the record. 

Mr. Porter, we appreciate very much your coming up this after- 
noon. You have made a contribution to solid thinking on this thing, 
and we thank you very much for it. 

Mr. Porrer. Thank you, Mr. Chairman. 

Chairman Ricuarps. I think that will be all for the present. We 
may call you again one of these days. 

The committee stands adjourned until 7:30 p. m. today. 

(Whereupon, at 4:35 p. m. the committee adjourned until 
p. m. the same day.) 

NIGHT SESSION 


The committee met in the Foreign Affairs Committee room, the 
Capitol, at 7:30 p. m., Hon. James P. Richards (chairman) presiding. 


Chairman Ricuarps. The hearing will come to order, please. 

Ladies and gentlemen, we will continue the hearings on the proposed 
mutual security program legislation. 

Our first witness is Hor. John M. Costello, who represents the Amer- 
ican League for an Undivided Ireland, and, by the way, he is, as you 
all know, an old colleague of ours. 

We thought a lot of you when you were here, John, and we are 
glad to see you back. 

Now, you go ahead and present your case, sir. 


STATEMENT OF JOHN M. COSTELLO, WASHINGTON REPRESENT- 
ATIVE OF THE AMERICAN LEAGUE FOR AN UNDIVIDED 
IRELAND 


Mr. Costetio. My name is John M. Costello, 3434 Porter Street, 
Washington, D. C. I am the Washington representative of the 
American League for an Undivided Ireland. 

Mr. Chairman and members of the committee, I appreciate very 
much the opportunity to appear before you and present this statement! 
in the name of the American League for an Undivided Ireland. This 
organization is an association of various Irish societies throughout the 
United States, and was created in order to coordinate the efforts of 
those societies in behalf of the complete independence and freedom 
of all of Ireland and the reunification of that divided country. Your 
committee has previously granted to us the privilege of appearing be- 
fore you at prior hearings, and we are very grateful to you for your 
courtesy on those occasions as well as at this time. 
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Our organization is primarily, exclusively, and wholeheartedly 
interested in the abolition of the existing border in northeastern 
Ireland, a border which was created by an act of the British Parliament 
in London in 1920, without a single vote of an Irish member of that 
Parliament being cast in faver of the partitioning of their homeland. 
Not even the people in the severed six counties, cut out of the nine 
counties in the ancient Province of Ulster, desired the mutilation of 
the nation, which had been a single entity throughout its recorded 
history. Nevertheless, partition was forced upon Ireland through an 
alien government and was imposed upon the country through force of 
arms and the compelling power of military might. 

At present your committee is considering the authorization of 
several billion dollars to be expended in the reconstructing of the 
military might of the western nations of Europe. However, it is 
proposed that this money shall be made available only to those coun- 
tries which are signers of the Atlantic Pact. Sound military strategy 
is not the determinant in this case as to which nations should be 
aided. Spain at one end and Ireland at the other end of the western 
line of European defense are excluded from the benefits of military 
assistance. The defense line omits the two logical terminal outposts 
which such a line should possess. 

Spain has been omitted due to Communist propaganda which has 
kept that country from being included, until recently, in the family of 
Western European countries. Yet Spain provides a strategic position 
at the gateway to the Mediterranean as well as a protected approach 
to southwestern Europe. 

Ireland is the logical northern outpost for such a defense line, lying 
250 miles closer to the United States than England and, with the con- 
sent of the Irish people, it could provide possible airfields and military 
supply bases. If England is to be a part of the western defense line, 
then surely Ireland, lying alongside, should likewise be included. 
Otherwise, in the event of war, an enemy-occupied Ireland would 
render English bases worthless, and a defenseless Ireland could not 
long withstand a hostile invasion by an enemy bent on destreying 
England’s military usefulness. 

These are matters on which this committee has already questioned 
our military leaders, undoubtedly, in your effort to determine the 
effectiveness of the financial aid which is proposed to be used in 
reconstructing the military might of the West. Likewise, | am sure 
that you have considered in what manner this new military force is 
tobe employed. Moreover, you must have given considerable thought 
as to the manner in which you can assure that military assistance will 
be fortheoming from these western nations when the need arises. 

We have witnessed the sorry spectacle of the Korean War, in which 
we have been engaged alongside the troops of the South Korean 
Republic, and practically without material assistance from any of the 
members of the United Nations. The token forces from small 
countries have been much appreciated, but the lack of cooperation on 
the part of larger nations gives rise to serious doubts as to the effec- 
tiveness of United Nations military actions. The insignificant number 
of troops and naval assistance provided by Great Britain is note- 
worthy—the more so, when she maintains a standing army of over 
50,000 men in northeast Ireland serving no practical need other than 
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to emphasize the British domination of that territory and her intep- 
tion to retain her conquest, by force of arms if necessary. 

When we were sending troops to Korea, Britain was sending 
diplomats to Red China. When we were sending guns, tanks, and 
munitions to prevent the Communist occupation of all Korea, Britain 
was sending rubber, tin, and supplies to enhance the Communis 
occupation of all China. When we were fighting against Communis 
aggression in Korea, Britain was approving Communist aggressioy 
in China. What assurance do you have that this same situation may 
not again prevail in the event of Communist aggression in Europe? 
W hat secret treaties may at this moment regulate the affairs of the 
Socialist Government of Britain and those of Communist Russia? 

Perhaps you have the answer to these questions. Perhaps you 
have the assurance of more sincere British cooperation in the event of 
a European conflict than we have witnessed in the Korean conflict. 
Perhaps you will so word this legislation that a recurrence of the 
Korean situation cannot come to pass. 

With evident lack of confidence in our diplomatic astuteness 
growing throughout America today, it is incumbent upon the Congress 
to take a more direct hand in formulating diplomatic policy and there- 
by invigorate a feeling of greater confidence in the administration of 
our foreign affairs. This you can do in the prticular field in which 
the American League for an Undivided Ireland is directly interested. 

In drafting this legislation, you can specifically provide that no 
aid be granted to Great Britain so long as the partition of Lreland is 
maintained. . Such a provision should be included in order that Ireland 
may become eligible to join in the Atlantic Pact and be established as 
the northern outpost of vour defense line in Europe. So long as 
Britain occupies a part of Lreland, the Republic of Ireland cannot sign 
the Atlantic Pact, for to do so would be to recognize and acknowledge 
Britain’s occupancy of Irish territory for 20 years under the terms of 
the pact. You have the assurance of former Ambassador George 
Garrett that the partition of Ireland should be ended and the country 
united. His memorandum to the Department of State should be 
readily available to this committee if you will but ask the Department 
for it. 

The allegation that the Irish border question is purely a domestic 
affair in which the United States has no interest is mere propaganda 
and Britain does not hesitate to spend a million and a half dollars in 
the United States for propaganda purposes, even though she does not 
have funds with which to meet her payments on the loans that have 
been made to her. The Irish problem should be of vital concern to 
the American people and more especially to this committee. The 
money to be spent for European defense should create a strategically 
sound defense line. Such a line cannot exist without Ireland being a 
part. The border in Ireland is as meaningless and as ethereal as 's 
the thirty-eighth parallel in Korea. Neither line has geographic 
significance nor logical reason for its imposition on the country 11 
question. Both borders should be eliminated. If we are ready to 
fight aggression across the fictitious Korean border, then we should 
have no hesitancy in using diplomatic and legislative means to stop 
the avgression across the fictitious border in Ireland. 

Make it possible for Ireland to join the Atlantic Pact, include 
Ireland in this rearmament program, and you will at the same time 
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cuarantee the honest cooperation and full-fledged suppor: of Great 
Britain in the event of a European conflict. With Lreland allied to 
our side, Great Britain could not and would not dare to withhold her 
assistance. You can assure the good faith of Great Britain through 
the imminence of an Ireland allied equally with us in the protection of 
free nations from Communist domination. 

Great Britain has not demonstrated her sincerity in defending the 
rights of small nations to their own choice of government and to their 
freedom and independence when she retains a part of Ireland in 
abject subservience and tolerates a tyrannical government in northeast 
Ireland, where civil rights are denied and civil liberties destroyed. 
Much confidence in Great Britain will be restored in the minds of 
30 million Americans of Irish ancestry when Great Britain evidences 
a sincere belief in democratic practices by restoring to the 6 counties 
in Ireland the same measure of freedom and independence, which has 
been obtained by the other 26 counties. The withdrawal from the 
2% counties by Great Britain is an open admittance that Great 
Britain had no right to occupy those counties, and that she has likewise 
no right to occupy the remainder of the country. 

It is time that this country assumed its position of leadership in 
diplomatic affairs, rather than follow the path described for us by Old 
World powers steeped in a diplomacy that lacks morality, honesty, and 
forthrightness. There is much propaganda in this country that we 
need Great Britain as an ally in any possible European conflict. The 
reverse is true—Great Britain requires us for an ally; we do not need 
her. We must have allies in Europe, that is certain, but we do not 
specifically need any one country. We might find that we would be 
far better situated strategically with the alliance of Spain, Italy, or 
Greece, rather than Great Britain, in such a conflict. Moreover, we 
would undoubtedly find that any or all of these countries would prove 
afar less costly extravagance as an ally than has Great Britain. 

During the last war, Great Britain received $31 billion under lend- 
lease. In 1946, she received $3,750,000,000, and under the Marshall 
plan $2,706,000,000. Undoubtedly the greater amount of the present 
program will likewise go to Great Britain. I am confident that it 
would be far less expensive to aline the three Mediterranean countries 
which are attached to Europe with us in our defense program, and yet 
achieve equal if not even greater benefit to ourselves from a military 
standpoint. 

If it is the opinion of this committee that we must continue this 
huge expenditure of funds in Great Britain, then at least we should lay 
down the conditions under which Great Britain is to receive this 
financial aid. The primary condition should be the immediate with- 
drawal of British troops from Ireland and the establishment of an 
integrated country onee again. The least we can do is to ask that 
Great Britain put into effect the democratic principle we are endeavor- 
ing to preserve in the rest of Europe, by eliminating the Irish border 
and wiping out this final act of aggression in Ireland. Certainly the 
Congress has the right to declare upon what conditions the funds of 
the American people are to be expended in Europe, and I am certain 
that not a single American desires to have his money expended in 
maintaining the present dictatorship in Northern Ireland nor British 
agzression in Ireland. Such a condition in this legislation will greatly 
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restore the faith of the American people in the ability of the Congress 
and in the statesmanship of this committee in particular. 

Thank you. 

Chairman Ricuarps. Thank you, Mr. Costello. 

Mr. Vorys, do you have any questions? 

Mr. Vorys. I am glad to see you back here with us, Mr. Costello. 

How many troops of the Republic of Ireland are in Korea? 

Mr. Cosre.xo. I don’t think any of them are, at all, in view of the 
fact that the Republic of Ireland is not a member of the United 
Nations since they were vetoed by Russia and denied membership 
on that account. , 

Mr. Vorys. They were not forbidden in any way to participate iy 
the common defense; were they? 

Mr. Cosre.io. No; they would not be forbidden. 

Mr. Vorys. Has Ireland ever taken any action to attempt to become 
a member of the North Atlantic Treaty Organization? 

Mr. Cosre.io. Discussions were held between representatives of 
this country and representatives of Ireland, with a view to joining tly 
Atlantic Pact, but a provision of the pact specifically states that eac\ 
signatory must recognize the territorial integrity of every other signer: 
and immediately after establishment of the Atlantic Pact, the Parlia- 
ment in Engiand, in 1949, passed an act again reiterating the claim of 
Great Britain to the six counties in Ireland, so that if Ireland were to 
sign the pact, they would be definitely recognizing Britain’s claim to 
those six counties. And no Government of Ireland could stay in 
office 5 minutes if they attempted to sign away the rights of Ireland 
to the six counties. 

Mr. Vorys. During the last war, my brother was in the Air Force 
and stationed in Northern Ireland. If the provision you suggest had 
been in our laws then, there would not have been any air bases in 
Northern Ireland or any place else in Ireland. 

Mr. Costetio. Not necessarily; that does not follow. If that 
provision had been in our prior legislation, there might not have been 
any border in Ireland, and you would have had a united Ireland and a 
government which could have spoken for the whole of Ireland. Then 
I am willing to hazard a guess that Ireland would have been a par- 
ticipant in that war asa result of that. Whereas, under the existing 
situation, Ireland of necessity retained her neutrality throughout the 
war. 

Mr. Vorys. You are suggesting that we help Ireland. Have you 
any assurance from the Government of Ireland, I mean could you 
bring us any assurance other than you have mentioned, that the 
Government of Ireland would help us and the free countries of the 
world if she were brought into the North Atlantic arrangement? 

Mr. Cosre.io. Of course I have no assurance from the Gover- 
ment of Ireland or any officials of the Government, because, first 0! 
all, our organization is an American organization, and is operated 
exclusively by Americans, without any control or contact with the 
Irish Government. 

Mr. Vorys. Do you not think we ought to be fairly sure about 
that before we would take any action? i 

Mr. Cosretio. Well, I think that the long-standing relationship 0! 
friendship between Ireland and the United States would almost speak 
for itself, and the attitude of Ireland in all of the conferences | 
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Europe, other than in the case of the Atlantic Pact, Ireland has stood 
shoulder to shoulder with the United States when many of the other 
European nations were not doing so. 

Mr. Vorys. That is all, Mr. Chairman. 

Chairman Ricuarps. Mr. Mansfield? 

Mr. Mansrietp. Mr. Costello, it is a pleasure to have you again 
before the committee and to hear this very fine testimony from an old 
colleague such as you. 

The gentleman from Ohio has made reference to the fact that the 
Republic of Lreland has had no forces in Korea. I think it ought to 
be brought out that the forces in Korea are United Nations forces, 
and as you so ably put it, Mr. Costello, the Irish have been retarded 
from joing the UN, despite repeated applications, because of the 
veto by Communist Russia. 

Mr. Javits. Will you yield to me at that point? 

Mr. Mansrievp. If the gentleman will allow me to finish my 
thoughts, I will be glad to yield later. 

Now, as far as the Irish Army is concerned, I understand it com- 
prises about 12,000 men, and that there are approximately 40,000 
men in the Reserve. The Irish have a very difficult time arming 
even the 12,000 men they have in their Regular Army, and they would 
like nothing better, in my opinion, than to be included in the North 
Atlantic Treaty Organization; to be rearmed, in part at least, by the 
United States, so that they could take their place in the forefront in 
the world-wide battle against the forces of Communist aggression; 
provided, however, that they could do so as a unified country and not 
a partitioned one. 

We know also that there is no country in the world more anti- 
Communist than Ireland, and even if the Irish did not have any guns, 
they would fight to the last man before they would be overcome by 
the Russians. 

I think, Mr. Costello, that, as usual, you have made a very strong 
case for the abolition of the fictitious line of partition, another thirty- 
eighth parallel, between Ireland and Ulster; and it is my hope that 
out of this committee, before too long, we will be able to have a vote 
on the Fogarty resolution, House Resolution No. 87. And I hope 
also that we will be able to get a rule and bring it to the floor, where 
I have no doubt in my own mind that it will be passed. 

I think the position of Ireland is one which has been open and 
aboveboard. And in further response to a question raised by the 
gentleman from Ohio about Ireland not being in the last war, it is 
well to point out that even though Ireland was not officially in the war, 
300,000 Irishmen were fighting in the armies of Great Britain, and 
doing their full share. When you consider 300,000 out of a population 
of somewhere between 3 and 4 million, that is a very high percentage, 
and I think will compare favorably with the contribution made by 
any country in the world. 

Mr. Vorys. I bet there are more than 12,000 Irishmen fighting in 
Korea today. 

Mr. Coste.tto. With the American Army, undoubtedly you are 
correct. 

Mr. Mansrretp. And undoubtedly some of them are in the British 
Army, because you cannot keep them out of a fight; when there is a 
fight, they get in some way or other. 
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The Irish have a habit of fighting among themselves, but when the 
Irish are attacked they have a habit of uniting. 

And I sincerely hope, Mr. Costello, that your efforts afid the efforts 
of many of us in the Congress, headed by the distinguished Congress- 
man from Rhode Island, Mr. Fogarty, will come to fruition very, very 
soon. 

Thank yon very much for a very able statement. 

Mr. Cosretio. Thank you, Congressman, for your remarks, and | 
know that nothing would please the members of our league more than 
to know that the Fogarty resolution had an opportunity to get on the 
floor of the House, because we likewise feel confident that once the 
facts concerning the situation in Ireland are brought to the attention of 
the Congress, the Members undoubtedly would favor the adoption of 
such a resolution. 

Mr. Mansrievp. We are going to do our best to get the resolution 
out. 

Mr. Cosre.tio. You spoke about the armament of Irish troops. 
Ireland has no munitions factory, and therefore they have to seek 
defense materials from other countries. Britain is not in a position to 
supply Ireland with them. I do not know whether Britain would if 
she had surplus materials herself, but Ireland is unable to secure them 
from England, and so this would be the only country from which they 
might logically expect to obtain defense materials, even for their own 
defense. Suppose that there were a Russian attack made upon Ire- 
land; the country would not be able to stop a very serious attempt by 
such an aggressor to invade the country. 

Mr. Mansrieutp. May I say, in conclusion, Mr. Costello, that | 
agree with you that if there had been a united Ireland during the late 
World War, that Ireland would have been in there all of the way, and 
officially as well as unofficially, as was the case, through the enlistment 
of her sons in foreign armies to fight on our side. 

That is all, Mr. Chairman. 

Chairman Ricuarps. Mrs. Bolton? 

Mrs. Botron. Mr. Costello, I welcome you, along with the rest of 
the group. We miss you, and like to see you here. It is always a 
perfect delight to listen to the Irish. You have done yourselves proud, 
and the league has, to send you as their representative to this group. 
We always look forward to a moment when my colleague across the 
table (Mr. Mansfield) has an opportunity to express himself in true 
Irish fashion. 

I have ne questions, Mr. Chairman. 

Chairman Ricuarps. That was a good question, Mrs. Bolton. 

Should you get in danger here tonight, | want to assure you that 
there are a good many Irishmen around the table. We have 100 
percent Irishmen and some 50 percent. 

Mrs. Botton. We have just had a big Irish meeting or conferencé 
in Cleveland. 

Mr. Cosretio. I was up there in person. 

Mrs. Bouton. I thought you were. 

Chairman Ricuarps. Did it end up peacefully? 

Mr. Cosre.io. There wasn’t even a glass broken at the banquet, 
not a glass. 

Chairman Ricwarps. Mr. Carnahan? 
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Mr. CarnanHan. Mr. Costello, I join with the other members of 
the committee in expressing appreciation for the excellent statement 
you have made, and | also want to join with the other loyal Irish 
and the friends of the Irish around the table in saying that Ireland 
has made a wonderful contribution to the free world. It is in a 
strategic location and has been especially during the two world wars. 

I was stationed in southern Ireland during the First World War, 
and I certainly hope that the purely artificial line of division in Ire- 
land can be removed, and that that country can be again united as 
it has been through most of its history. 

Mr. Cosre..o. | appreciate the gentleman’s statement. 

I might add that in the First World War, Ireland suffered more 
casualties than did Belgium, even though Ireland was not overrun as 
Belgium was, and [I believe Ireland contributed a larger number of 
troops in that war. It was all purely by voluntary method, since 
there was no conscription in Ireland. 

Chairman Richarps. Mr. Smith? 

Mr. Smirx. Mr. Chairman. 

As I recall it, sometime last year or a vear ago, the Fogarty resolu- 
tion was before the House and actually passed as an amendment to a 
bill; and as I recall it, and the next day the administration—and I do 
not know who it was—called off the dogs, and the matter was recon- 
sidered, and the Fogarty resolution went to sleep. 

Mr. Cosretio. Might I interrupt at that point, Congressman? 
Congressman Fogarty offered an amendment to a bill on the floor, but 
it was not his resolution. The amendment proposed to withhold aid 
to England, similar to what I am suggesting here. 

Mr. Smiru. It was the same thing, in effect, was it not? 

Mr. Cosre..o. But it was not actually the resolution, since the 
resolution is merely an expression on the part of Congress that they 
believe Ireland should be united. 

Mr. Smiru. That is all this is, too, is it not? 

Mr. Cosre.ito. This might go a little further than that. This 
would be a case of directly withholding all material aid and military 
aid to Great Britain so long as the border was retained. 

Mr. Smitn. Do you have any evidence, Mr. Costello, to support 
your statement, on page 4, to the effect that the British are spending 
$1% million in the United States on propaganda? 

Mr. Cosre.io. That statement is taken from a pamphlet put out 
by the Department of Justice. I believe it is appendix 6, in which 
they list the expenditures by foreign governments in this country, and 
they break down the expenditures by the British Broadcasting Co., 
their tourist program, and so on. The expenditures of three British 
organizations over here total $1,500,000. 

Mr. Situ. That is on general propaganda, for all purposes? 

Mr. Cosretxo. It is general British propaganda, and as a matter 
of fact, that is not all-inclusive, since very often the British Broad- 
casting Co. might, for example, have someone make a radio transcrip- 
tion here, for broadcast over im England, as they have done with many 
of our columnists in this country, news writers or radio commentators, 
and paying them for those broadcasts. Now | do not believe that that 
money is included in this list, because it is used for broadcasting in 
England and not in the United States. But it is a very subtle means 
of adding to their propaganda in this country by giving payments to 
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broadcasters or news writers for those broadcasts in England, this 
keeping them rather friendly to the British Government in the hope 
they might get called upon to make a second or third broadcast for 
suitable fee. 

Mr. Sairu. I wanted the record to be straight, because I gained thy 
impression from your reference to the Irish, that this was propaganda 
specifically directed against the Irish. 

Mr. Costretio. Oh, no. I do not think the statement indicates that. 
It is merely a general statement about British propaganda in this coun- 
try—as a matter of fact, I do not think that they are spending so 
much money against the Irish as they are in favor of Great Britain 
herself, in order to be included in the lion’s share of all of the funds 
we are appropriating. 

Mr. Smirn. That is all. 

Chairman RicHarps. Mr. Merrow? 

Mr. Merrow. Mr. Costello, I join with my colleagues in saying it 
is a pleasure to have you with us. [I am very much interested in your 
clear and lucid statement. I commend you in saying, on page 7, that 
certainly the Congress has the right to declare upon what conditions 
the funds of the American people are to be expended in Europe, and 
I take it that you would recommend writing conditions into legislation 
that must be met before these funds are received by the various coun- 
tries in Europe. 

Mr. Coste.vo. I think conditions of that sort should be written in. 
Otherwise, you might have the same situation as you had in Korea, 
where the United Nations are presumably involved and fighting 
aggression there, and yet outside of, you might say, token assistance, 
you have practically no genuine assistance from other countries in 
the United Nations, outside of the United States and the Korean 
Republic itself. 

Mr. Merrow. And since conditions have not been spelled out 
specifically in legislation, you feel that now is the time to do it? 

Mr. Cosre.io. Today is a good time to start. 

Mr. Merrow. Thank you. 

Chairman Ricuarps. Dr. Judd? 

Dr. Jupp. Mr. Costello, it is nice to see you again. 

I am surprised to hear that there are still 3 or 4 million Irish left in 
the island, in view of how many of them are in this country. My 
branch of the Irish family comes from south of the border, and my 
wife’s is from the north. That is the way we solved the partition. 
I do not know whether that sort of thing is taking place over ther: 
too. Is there considerable interchange between the two sides, aid 
intermarriage, do you know? 

Mr. Costretio. Undoubtedly there is. It is quite commen for 
interchange back and forth, but there is a customs border maintained 
there so that goods and articles being carried across the border may be 
subject to taxes, and proper duties. 

Dr. Jupp. It is a little long, to wait for union by that method. 

Mr. Costei.o. I am afraid it might take another century; and the 
longer the border remains, the more permanent it is. Prior to 30 
vears ago, there had never been any division before, and they had 
alwavs been looked upon as one country. 

Dr. Jupp. Recently, I have found myself described as a member of 
a mythical China lobby, and as near as I can find out, it does not have 
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anything like the amount of money that you report some of these other 
lobbies have. I wondered if I could not get a job in a more remunera- 
tive one than the one I am said to be in at present without a job. Is 
the business doing pretty well, John? 

Mr. Costetto. The China lobby? 

Dr. Jupp. No; the—— 

Mr. Cosre.vo. If you are referring to the Irish lobby, as such, I am 
afraid that this particular organization is not heavily burdened with 
finances, and in fact, the Irish are usually rather generous with speech 
but not always in a position to be generous with cash. 

Dr. Jupp. Anyway, it is nice to have you here again. Thank you. 

Chairman Ricuarps. Mr. Javits? 

Mr. Javirs. Mr. Costello, 1 am very glad to see you here, and 
I might say that my Irish lineage is very direct: my mother was 
born in Galilee, in Palestine. I have a very lively interest in your prob- 
lem, because I see many similarities between the unification of Lreland 
and the unification which has come about with so much bloodshed 
and work and heroism in Israel. 

I tried to interject in the very distinguished statement made by 
my colleague,-Mr. Mansfield, what I thought was an important point, 
which I would like to mention now, and I hope he will agree that it is; 
and that is that the resolution of the Security Council of June 27, 
1950, dealing with the Korean action, invited members of the United 
Nations to furnish assistance, and did not invite nonmembers of the 
United Nations. So, while perhaps Eire could have volunteered, 
it is fair to say that no such call was made by the UN. 

Mr. Costello, do you want us to take what you are presenting as a 
serious problem of statesmanship for the United States, or do you 
want us to take it as some cause that people who are anxious to curry 
favor with those of Irish descent should embrace? 

Mr. Cosrrexxio. I do not think it should be undertaken purely as a 
political move or something to obtain votes in the country, and so on. 

Mr. Javirs. You want the unification of Ireland to stand on its 
own feet as a problem of American statesmanship? 

Mr. CosrE.vo. It is a situation there of gross injustice that should 
not continue. Great Britain has occupied Ireland over a period of 
7 to 8 centuries, and throughout that entire time the Irish have never 
submitted to British domination, and they have never been at rest 
under British rule. And, so, at no time can you say that the British 
really controlled Ireland. They had to govern always by force of 
arms, 

Finally, it reached the point that, following the First World War, 
after all of their pledges of giving freedom to or home rule to the Irish 
people, when it came time to redeem those pledges, the Lrish again 
had to fight in order to force the British to live up to the promises 
they had made during the war. And, so, they created then the 
division in Ireland, giving independent status to 26 counties, but still 
naintained control over the remaining 6; and, to my way of thinking, 
the fact that they removed themselves from the 26 counties is definite 
indication that they knew they had no right to be there, and it is a 
confession of their guilt. Therefore, they should remove themselves 
from the remaining six counties. 

Mr. Javrrs. Is it fair to say that what you want us to do is to accept 
ind adopt, as a principle of our conduct, the principle you advocate 
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of unification of Ireland, and that that is the first and primary poi) 
and that the means by which it should be accomplished, whether }y 
an effort to cut off funds from Great Britain or by strong expressions 
of our desire, as through the Fogarty resolution, is the next questioy 
which you consider to be more largely in our own judgment? |; 
that right? 

Mr. Cosre.io. Our primary interest is in seeing that border elim). 
nated and the country united. Now, the method or the best means 
to be pursued in doing that, of course, would be entirely up to ¢\ 
judgment of this committee. 

Mr. Javirs. Do you feel that a big point will have been gained }y 
those who stand with you in your position, as I do, if the Fogarty 
resolution is adopted? 

Mr. Cosre.iio. Yes; I do, because I think if the committee were 
to report the Fogarty resolution, and the House were to pass that 
resolution, it would be a very clear indication that the Congress of the 
United States at least felt that an injustice existed there that should 
be remedied. 

Mr. Javirs. Now, would you mind answering one other question 
and, if you find it difficult, just say so, but I have been under a great 
deal of attack because I have espoused the justice of the unification of 
Ireland, and one of the great issues that has been presented to me is 
whether, if all Lreland was unified, there would be complete religious 
freedom in the country. Would you be good enough to speak to that? 

Mr. Cosrruyo. I think the best answer to that is the situation in 
the 26 counties. We feel this is nota religious question at all, although 
it so happens the majority of the Protestants are located in the six 
counties. But in the 26 counties you have a Protestant population 
amounting to about 6 percent, and vet Protestants occupy 20 percent 
of the governmental positions in the country. They hold a very 
large percentage, about 20 percent of the business positions of promi- 
nence. And I do not think that you have found a single case of any 
religious intolerance demonstrated on the part of the Government or 
the people in Ireland. In fact, the Irish Constitution prohibits 
religious discrimination. 

I think that you will find that statements made by Jewish rabbis 
in Dublin, where there is an outstanding synagogue, and by the 
various Protestant ministers and bishops in Ireland, where they have 
repeatedly made written or verbal statements to the effect that the) 
have not suffered a single bit of discrimination because of religion 

Now, if there were going to be that tendency, with a very small 
minority of 6 percent, it would have been evidenced long before 

Mr. Javirs. Thank you. 

Chairman Ricwarps. Mrs. Kelly? 

Mrs. Ketiy. Mr. Chairman. 

I welcome Mr. Costello before this committee. I am sure that you 
realize that I am sympathetic with this cause, and I not only support 
your statement but I want to support the statement of my colleague, 
Mr. Mansfield. 

There is one point I would like to bring out at this time; that I do 
want to emphasize the fact that the peoples of this country over 100 
years ago recognized the threat of communism to the world. It took 
this country almost 100 years later to recognize this real threat, 0 
1948, when Vishinsky, on the floor of the United Nations, denounced 
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our great leaders. I thank God to this day for Vishinsky denouncing 
our leaders. I only hope this committee will vote out favorably the 
Fogarty amendment, so that action can be taken on the floor. I do 
not want to be compelled to vote for a rider on an important bill, the 
Mutual Security bill; and I am sure that, no matter what the out- 
come of the Fogarty resolution is, the rider will not be attached to 
the mutual security bill if action is taken by this committee on an 
appropriate resolution. And I hope that the committee will bear 
that in mind. 

I thank vou. 

Mr. Coste.vo. It is my thought, in making a suggestion regarding 
this sort of amendment, that it will augment your security in seeing 
io it that Ireland, too, might become a part of that defense program. 
[| think that that would happen very rapidly if such provision were 
written into this particular legislation, for I am quite sure the British 
Government would not stand idly by, but would act promptly to 
eliminate the border if it prevented their receiving defense aid. 

Chairman Ricuarps. Mr. Reece? 

Mr. Reece. I have no questions, but I do want to say that Mr. 
Costello’s occasional appearances before congressional committees in 
part compensates for his having left the Congress. 

Chairman Ricuarps. Thank you very much. 

Mr. Coste.tio. Mr. Dalton, a member of the executive committee, 
had hoped to be present and be a witness, but he was out at Cleveland 
at the conference there. When he returned to New York and was 
notified of this hearmg he was unable to come down, and he requests 
permission to put his statement into the record at this point. 

Chairman Ricuarps. We are sorry Mr. Dalton could not be with 
us, and without objection that will be done. Thank vou very much. 

(The statement referred to is as follows: ) 


STATEMENT OF Ricuarp F. Dattron, AmMerIcAN LeEAGre FOR AN UNDIVIDED 
IRELAND 
x 

First, | should like to express my thanks to the committee for the opportunity 
afforded me to be heard. 

Second, I should like to express my thanks to the secretary of the committee, 
Mr. Boyd Crawford, for his patience and courtesy in reaching me by telephone 
under difficult circumstances. 

Mr. Chairman and gentlemen of the committee, I am opposed, as a citizen and 
as a taxpayer, to any recommendations for allocations of American money for any 
European purpose— defense, or alleged security, or other—for so long as England 
persists in her present international attitudes and remains in the present disesteem 
in which England is held by the bulk of our citizenship. 

My opposition stems from a firm belief that any further American moneys 
advanced to or spent for the account of England, under England's present set-up, 
will simply be so many more good American dollars thrown down a bottomless pit. 

It is common knowledge that England, with more than 50,000,000 of population 
resident within an area no larger than our own State of Iflinois, is unable (under 
England’s present set-up) to adequately support, house, or even feed that popula- 
tion. It is notorious that England, even to and within the past year of trouble in 
Korea, has furnished materials and supplies of war utility to the actual or poten- 
tial enemies of the United States of America. The fact that England may try to 
exeuse herself because of her dire economic necessities affords but cold comfort to 
others and fathers who lost sons in Korea. 

It is now openly published that within this same period England has expended 
nore than 2% million dollars on just two of England’s pet propaganda projects 
in the United States of America. 

Yet, England has persistently refused to clear up her own outrage to democratic 
processes in her own immediate neighborhood—Ireland. 
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England has refused, and continues to refuse, to evidence by her deeds thos 
principles which would win her the respect and the confidence of the ciyili, 
world. 

England has maintained her invasion of Ireland for 782 years, and ther 
owerful school of thought in England today which holds to the theory 
Ingland’s present- -day invasion of Ireland can be reextended, and that Enylana 

can once again reduce the whole of Ireland to the status of a Province, relega 
to the task of supplying food for England’s table. 

This is amply proved by the fact that England keeps our American Sta 
Department impregnated with the schooling that matters pertaining to the s, 
counties of northeastern Ireland are “‘the internal affairs of a friendly power, wit} 
which the United States of America may not interfere.’ 

Such pseudo-superiority offends some 30 million ethnic Irish in the United 
States of America, and is probably the prime cause of the low estate to whic! 
England has fallen in American public opinion. The Irish are vocal; the Iris 
are eloquent; the Irish are forceful in proclaiming their rights. The Irish ar 
bitterly resentful in denouncing their wrongs. They are denouncing England 
now wherever Irishmen and Irishwomea are gathered together. 

Then, too, to all appearances, our English-influenced Department of Stat: 
very effective in keeping detailed information of the true state of affairs in Ireland 
from the knowledge and official action of President Truman. 

President. Truman’s speech just 2 weeks ago (Washington Monument, Jul; 
4, 1951), ties in squarely with the actual aspirations and struggles for complet 
independance e of the people of Ireland; it places, in words, the United States of 
America with those, however small, w ho seek and fight for liberty. That speec! 
idealizes liberty; that speech spurns and condemns tyranny. 

As an old-time Democrat since my boyhood, I find myself unable to belie: 
that these are not sincere words from the President. 

But still I have to remember that President Truman refused to receive a 
splendid delegation of Gold Star Mothers who went to Washington in 148 
bearing a monster petition with hundreds of thousands of signatures, and ad- 
dressed, as was the constitutional right: ‘‘To the President and Congress of th 
United States of America 

The petition was in Ireland’s behalf. Its wording is available. 

And so that petition had to go over to a then Republican House of Repre- 
sentatives, and it was to Congressman Joseph W. Martin, then Speaker of th 
House, that those Gold Star Mothers had to make their plea for American inter- 
vention in behalf of Ireland’s unity and complete independence. 

Well, Irish-American opinion has advanced a long way since then, and England 
has sunk very low in American public esteem since then, and perhaps the Stat 
Department would not again insist that Ireland’s affairs are the domestic concer 
of England if the Fogarty resolution in the THlouse, or the Dirksen resolution i 
the Senate, should reach the stage of public debate in the full view of the America: 
voters. 

But, to come squarely to the business of the day, Mr. Chairman, I respectfully 
remind you that the last Government of the Republic of Ireland, through its 
then Minister for External Affairs, Mr. Sean MacBride, made a plain statement 
the Government of the United States of America as to why Ireland cannot joi! 
the North Atlantic, Pact for so long as England continues her invasion of th 
northeasterly six counties of Ireland. I respectfully remind you that a nationa 
election has occurred since then in the 26 counties of Ireland over which tl 
Republic of Ireland presently exercises de facto as well as de jure jurisdiction 

I respectfully remind you that in this recent election all parties deemed the 
reunification of Ireland a matter above and beyond party polities, Such reunificas 
tion was considered desirable and necessary by unanimous consent of the people 
of Ireland, and was not even a necessary subject of debate. 

I respectfully remind you that as a result of that election the party of amor 
de Valera has been returned to power, and that in one of his first utterances alter 
being elected Taoiseach (Prime Minister) Mr. de Valera said: ‘‘Ireland to be free 
must be one.” 

I respectfully remind you that Mr. de Valera reiterated the policy whic! as 
been enunciated by Mr. MacBride, and reasserted the practical political statement 
that Ireland could not join the North Atlantic Pact while England continues )t 
invasion of six counties of Ireland or of any part of Ireland, 

I respectfully remind you that the absence of Ireland from the Atlantic Pac! 
leaves open a gap of more than 270 miles in the West European military and nave 
front, and renders ineffective, and but a frittering away, any appropriations 0! 
American money for England’s buttressing. 
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I finally remind you that the Republic of Ireland functions under a constitu- 
tion modeled upon our own American Constitution, and that the Irish Constitu- 
tion guarantees (and delivers) full civic and religious liberty to every person. 
That any cleverly financed English propaganda in America regarding a supposed 
religious question in Ireland is merely propaganda with a very offensive odor in 
the nostrils of American voters to the number of millions. 

| therefore urge that, in your considerations pertaining to the national security, 
you safeguard our good American dollars and refuse to recommend the expendi- 
ture of any further of them, at least until such time as England begins to rehabili- 
tate herself in American public opinion. Her action on Ireland would be a first 
evidence of England’s awakening. 

Mr. Jupp. I rp, ask one question. You said, “You can assure 
the good faith of Great Britain through the imminence of an Ireland 
allied equally with us in the protection of free nations from Communist 
domination.” 

On what basis do you speak so confidently that “4,000,000 Trish can 
keep some 47,000,000 English in line?” 

Mr. Cosreiio. The thought I had there is not that the 4,000,000 
will keep Great Britain in line, but the fact that should Great Britain 
decide to reverse its position to join with Russia in a war against us, if 
we had Ireland on our side right alongside of England, we would have a 
very effective reans of keeping England on our side in that situation. 
In other words, I think Ireland tied up with us would be a sort of 
guaranty that England would stay with us and not go across to the 
Communist side. 

Mr. Jupp. A good forward base, in other words? 

Mr. Cosreitio. A very close base. 

Mr. Javits. Is the Fogarty resolution, which I favor very much, 
entirely satisfactory to you now in its present form? 

Mr. Cosretio. Yes; it is. 

Mr. Javits. While recognizing its limited scope, we understand that. 

Mr. Coste.io. Yes; the Fogarty resolution is very general in its 
statement and it does meet with the approval of the American League 
for an Undivided Ireland. 

Chairman Ricuarps. The next witness is Mr. Merwin K. Hart. 

We are glad to have with us as the next witness Mr. Merwin K. 
Hart, president of the National Economic Council. 

Have you a prepared statement, Mr. Hart? 


STATEMENT OF MERWIN K. HART, PRESIDENT, NATIONAL 
ECONOMIC COUNCIL, INC., NEW YORK, N. Y. 


Mr. Harr. I appear on behalf of the National Economic Council 
to request that the size of the appropriations in this measure, partic- 
ularly the nonmilitary appropriations, be drastically reduced. 

We are convinced that for a full dozen years the spending of money 
by the United States on foreign ventures has been in great part 
excessive in amount and often ill-advised. The returns—where there 
have been any—have been frequently, as in our nearly $11 billion of 
lend-lease to Soviet Russia, tragically on the minus side. 

In the 11 years ending January 2, 1951, appropriations for foreign 
governments, or for the benefit of foreign peoples, have been well nigh 
$100 billion. Some of this, of course, was well spent. Much of it 
was not. All of it came out of the savings, or the income that would 
have been savings, of the American people. Since much of it was 
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raw material or fabricated goods, the natural resources of the United 
States have been by just so much depleted. 

The Congress, due we think to the so-called bipartisan foreign 
policy, must share the blame for this excessive and fantastic expendi- 
ture. But we place the greater part of the blame on the Executive, 
because the Executive has recommended spending without regard to 
the wealth, the income, or the natural resources of the United States 
in some cases without more than a hope that such spending would 
benefit the United States, and without regard to the needs of the 
American people. 

In a communication sent by Mr. Alfred Kohlberg to the President 
of the United States on August 30, 1950, he called attention to some 
$35 billion worth of war matériel, including raw materials such as 
copper, having been destroyed or dumped into the ocean after the 
end of hostilities in 1945. 

Miss Freda Utley says in her book, The China Story, on page 37 

Following Japan’s surrender, shipments of lend-lease supplies to China from 
India were stopped, and large quantities of munitions and equipment intended 
for China were destroyed, or thrown into the sea. Smaller-caliber ammunition 
was blown up, and 120,000 tons of larger caliber dumped into the Indian Ocean 
This ‘‘Operation destruction” cost the lives of 25 Americans and 125 Indians. 

In a footnote on page 264 she says that the figure of 120,000 tons 
of large-caliber ammunition was confirmed by Gen. W. O. Reeder, now 
a Deputy Assistant Chief of Staff and former Foreign Liquidation 
Commissioner of the India-Burma theater. 

We ourselves have heard from many sources so much hearsay, as 
well as some authentic accounts, of the extent of such destruction 
that we are not surprised at Mr. Kohlberg’s figures. It is a mystery 
to us that we have rarely, if ever, read anything about this huge 
destruction in the newspapers, and we wonder at their silence. If the 
intent of all this destruction was not to weaken the United States 
vis-A-vis Soviet Russia, what was the intent? 

We strongly recommend that this committee, before approving 
appropriations on this account, should investigate this destruction, 
why it was done and on whose orders? Is the man who issued those 
orders still with the government? Was not this destruction a treason- 
able act? 

In both World Wars I and II, and since, we have appropriated 
money in huge amounts to aid Great Britain. Yet Britain, it must be 
admitted, is pursuing her own interests, just as we believe the United 
States should do. But let her pursue her own interests with her own 
mouey, not with ours. 

When the Communist Eisler escaped and was in British hands, 
Britain refused to hold and return him-to the United States. 

While it is to the vital interest of the United States, in the opinion 
of this Congress, so far as I can learn, and certainly in the opinion o! 
our military men, for the United States to establish closer relations 
with Spain, yet the Socialist-Labor Government of Britain has long 
and to date successfully used its influence to keep America and Spain 
apart. 

Again and again, serving her own interests, Britain, although she 
has sent only a small number of troops to aid us in Korea, which 
troops have fought valiantly, is nevertheless presuming to dictate 
the policy of the United States with respect to Korea and China. 1 
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these and other instances it can be seen that the aid we have given 
Britain does not predispose her in the least in our favor. The billions 
we have given Britain since 1945 have merely sustained in office a 
Socialist-Labor form of government, Marxist in inspiration and 
purpose. 

Sunilarly, the aid we have given France and Italy has brought us 
little good will. Neither has it materially weakened communism in 
those countries, for the Communist vote in the May elections in 
Italy was ac ‘tually greater than in her elections of 1948, and the drop 
in the Communist popular vote in France in the June 17 election was 
not nearly so great as had been forecast. Yet an important purpose 
of this aid was to overcome the Communist threat. And we at least 
thought we would have the good will of those countries. 

On the other hand, while the United States has been throwing 
money around in countries where the good it has done is little in evi- 
dence, we have neglected until now to aid Spain. Spain is no de- 
faulter—I am told she has never defaulted on a foreign debt. And 
she has actively and successfully fought the evil of world communism 
which the Truman administration has belatedly begun to recognize 
is our enemy. 

I would like to say that this statement and these remarks about 
Spain were written by me before the headlines of vesterday in the 
New York Times and the Herald Tribune appeared, reporting that 
the Governments of Britain and France were denouncing the United 
States for even thinking of establishing closer relations with Spain. 

Light is thrown on the attitude toward Spain of the British Labor 
Government, by a photograph, a photograph of the original of which 
I hold in my hand, and which I shall leave with the committee. I 
obtained the original photograph of this picture in the Foreign Office 
in Madrid in November 1950. This photograph, taken in Spain in 
1946, shows the present Prime Minister of Britain giving with others 
the Communist clenched fist salute. I might throw in here that a copy 
of this picture on a circular that we published with a few descriptive 
words reached Prime Minister Churchill in England, and a friend of 
mine who showed it to him said that Mr. Churchill said, ‘‘ My gosh, I 
had forgotten that, but I now remember it when it first came out.”’ 
Apparently it impressed him. 

This Congress last summer overrode the veto by the President of a 
loan to Spain of $62! million. Yet the administration has dragged its 
feet in carrying out the mandate of the Congress. It was many 
months before a single dollar of it was made available and more than 
half of the loan has not yet been made available. 

I do not want to elaborate further on this Spanish situation because 
negotiations are apparently now going on which will bring Spain and 
the United States closer together. It is probably not too late, but it 
islate. We have not followed our own interests in that we have failed 
to support Spain as our strongest potential ally on the continent of 
Europe. 

We in the National Economic Council believe that all this reckless 
spending has been instigated by alien influences, by Soviet Russian 
influence, by British influence, by French influence, by international 
Socialist influence. All these influences had a fascination to Mr. 
Roosevelt and have seemed to have an almost equal fascination to 
Mr. Truman. 
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We believe it is absolutely essential, if this country is to survive, to 
draw a line and from here on to appropriate no money for any foreign 
aid unless we are reasonably sure it will advance the interests of tlie 
defense of the United States. No commitment should be regarded as 
made merely because the Executive has made it, but every commitment 
should be subject to acceptance or rejection by the Congress. The 
American people are going to lose their liberty unless Congress re- 
possesses its full powers under the Constitution. 

We are greatly shocked by our Government’s inertia and unaware- 
ness in the face of what Soviet Russia and her spies and agents have 
been able to do. Russia has carried out her conquest in China and 
the iron-curtain countries. She has infiltrated other countries, in- 
cluding even the United States, for eventual conquest. 

We believe that to defend herself the United States is going to need 
every bit of her wealth in natural resources and manpower. We do 
not interpret the so-called global responsibilities of the United 
States as warranting us to continue to cast money about on every 
side, often simply in the hope that it may do some good. If we do 
not husband our resources with a care we have not shown in 18 years, 
America could lose her independence and we could find ourselves, pos- 
sibly within a few years, a subject province in a world government 
dominated by Soviet Russia. 

We therefore ask this committee not to approve a single project 
that is not directly connected with the defense of the United States. 
We urge that such spendings as proposed under point 4 be postponed 
indefinitely. We believe much of the propaganda in favor of such 
projects as point 4 is inspired far behind the scenes by those in- 
fluences whose job it is to see the United States spend herself into 
bankruptcy. To allow ourselves to be mired deeper and deeper by 
point 4 would insure a continuance of the reckless spending that has 
characterized the past 10 years. 

The National Economic Council gave a dinner last October in honor 
of Jan Ciechanowski, formerly Polish Ambassador to the United States 
and now an American citizen. Mr. Ciechanowski told that dinner 
group that in his opinion the most important thing in the world today 
was for the United States to be and to remain strong. 

If the rulers of the Communist world continue to spend the greater 
part of their national income on armaments, while we give ours away 
in charity, the end will be conquest of these United States. Un- 
fortunately, in the defense of America, good works are not worth 
more than bayonets. 

That, Mr. Chairman, is the position of the National Economic 
Council. We believe that informed people will watch every vote of 
this committee and will approve its course only if it cuts down the 
foreign aid to an absolute minimum, in cases necessary for American 
defense. 

Chairman Ricuarps. Are there any questions, ladies and gentlemen’ 

Mr. Vorys. Mr. Chairman, this statement gives us much food for 
thought, but I have heard from other sources in addition to Mr. Hart 
this incident about the destruction of munitions in the Indian Ocean, 
and I feel that we should inquire of the Defense Department the 
facts, and find out the answer to the three questions he proposes 
during the course of our consideration of this legislation. 
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Chairman Ricwarps. You raise those questions, but do you assert 
that such incidents have actually econ, Mr. Hart? 

Mr. Vorys. I have heard it before Freda Utley heard it, and I 
think we ought to get an explanation of what did happen and why. 

Chairman Ricuarps. We will have plenty of witnesses here from 
whom you can get those answers. 

Mr. Harr. I think we can say that we know of certain cases where 
that was done. The information comes to us in such a way that we 
cannot, or I cannot repeat it here without betraying a confidence, but 
| think it would be possible to find out where the information could 


be found. 
Chairman Ricuarps. I assure you that before these hearings are 


over, we will go into that very question. 
(The following information has been submitted for the record.) 


OFFICE OF THE SECRETARY OF DEFENSE, 
Washington, D. C., July 24, 1951. 
Hon. JAMES P. RicHarps, 
Chairman, Committee on Foreign Affairs, 
House of Representatives. 

Dear Mr. Ricuarns: You will recall that during the course of Mr. Hart’s 
testimony before the committee on July 18, 1951, reference was made to the 
destruction of munitions in the Indian Ocean. Mr. Vorys stated that an inquiry 
should be made of the Department of Defense concerning the facts involved in 
Mr. Hart’s testimony. You will also recall that Mr. Hart referred to Gen. 
W. O. Reeder as having given confirmation to some of the statements contained 
in the testimony. 

The following information is supplied by Maj. Gen. W. O. Reeder, Deputy 
Assistant Chief of Staff, G-4. He was signal officer, CBI theater from June 24, 
1944, to May 21, 1945; Assistant Chief of Staff, G—4, India-Burma theater from 
May 21, 1945, until January 7, 1946; and Foreign Liquidation Commissioner, 
India-Burma theater from January 7, 1946, until July 15, 1946. 

There were many types of property destined for the Chinese Government, in 
the custody of the CBI theater. There was lend-lease equipment which had 
been landed in the early days by diversion from the port of Rangoon. There was 
British lend-lease to China and Canadian mutual assistance material. With gold 
loans provided it by the United States, the Chinese Government had purchased 
diverse material, nearly all of a civilian nature, through two trading corporations; 
this material was received and stored in India by the CBI theater. In addition 
to this, it was originally the custom to ship United States military matériel given 
in lend-lease to ‘China to the CBI theater, earmarked for China. In 1944 this 
custom was changed for administrative reasons, which follow. The Hump 
lift was a severe constriction in the supply line to China. The result was that 
much more China military lend-lease could be shipped to India than could be 
forwarded from India to China. Consequently, lend-lease supplies for China 
accumulated in India. At the same time, American troops in India and Burma 
were utilizing the same type of supplies and storage of material for them caused 
2 duplication in supply and storage effort, in that full back-up for the American 
troops had to be maintained side by side with earmarked stock for China of the 
sane character. Whenever a shortage occurred and it was necessary to ‘‘borrow”’ 
or reconvert to United States use some of the Chinese lend-lease, there was an 
elaborate administrative procedure to be accomplished and a considerable ac- 
counting load developed. Consequently, the CBI theater commander recom- 
mended and the War Department approved the following procedure: All Chinese 
lend-lease stocks in India and Burma were converted to United States stocks and 
thereafter United States military material was not put on lend-lease until actually 
issued or shipped to Chinese troops or to the Chinese Government. As a result, 
on VJ-day there was no United States lend-lease material of a character used also 
by United States troops in the India-Burma theater. 

Shortly after VJ—day, the India-Burma theater was ordered by the War Depart- 
ment to effect as rapid a close-out as was consistent with orderly evacuation and 
disposal. Types of equipment and supplies which were to be returned to the 
United States were designated and disposal of the remainder was directed. There 
were of course many individual decisions concerned in effectuating this general 
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decision. One of the chief problems was material either belonging to, or eay. 
marked for the Chinese Government. The United Kingdom and Canada wey 
contacted by the theater to learn their wishes as to their lend-lease material {o; 
China. Both stated that it should be given to China. After tripartite negotig. 
tions between the theater, the Government of India, and the Government of 
China (represented in Delhi in lend-lease matters by a Mr. Chen), it was agree; 
to concentrate all material for China in two locations, one at Ranaghat, north of 
Calcutta and the other a few miles from Karachi; the Chinese Government als 
agreed under urging by the Government of India to accelerate the shipment of 
such material to China and the theater cooperated by securing ships for th) 
shipment. Some of the material which was either the property of the Goverp- 
ment of China or was still earmarked as lend-lease for China had deteriorated s 
much as to be not worthy of shipment; among such was a small amount of ammu.- 
nition which:was stored along with United States ammunition, principally j 
Kanchrapara ammunition depot. Such ammunition as the Chinese Governmen 
did not wish to ship to Ranaghat for later shipment to China was agreed to ly 
destroyed or disposed of by the India-Burma theater. The agreement was carried 
out by having the Chinese execute shipping tickets to the United States for suc 
ammunition as they did not want. 

The War Department had designated certain types of ammunition to ly 
returned to the United States and the disposal of the remainder. The directed 
ammunition was returned to the United States. The law governing foreign dis- 
posal of surplus required that warlike material be demilitarized before disposa 
In the case of the ammunition remaining for disposal, demilitarization was « 
formidable task. The quantity to be demilitarized was large and the experienced 
personnel to do it were relatively few; furthermore, the rapidity of demobilizatio: 
under the pressure of public opinion was fast thinning the ranks of the experienced 
Safety was a very important consideration; in spite of the stringent precautions 
there was at Kanchrapara an explosion which took the lives of 9 Americans 
and 55 Indians. Under such circumstances, the theater commander, Lt. Ge: 
R. A. Wheeler, recommended and the War Department approved, dumping a: 
much as possible of the surplus ammunition at sea. Three ships were secured 
for the purpose; an area in the Bay of Bengal was agreed with the Government o/ 
India. The operation was carried on for about 2 months; each ship required 
about 2 weeks for loading, proceeding to the spot for dumping, dumping th 
ammunition, and returning to berth in Calcutta. It is believed that the thre 
ships averaged four trips each and should have loaded about 10,000 short tons 
on each round trip; consequently the total dumped was about 120,000 short tons. 
Nothing but ammunition was dumped and of the ammunition only a very smal 
fraction was Chinese; such Chinese ammunition had as stated above, been shipped 
to the theater for disposal. The average original cost of ammunition during thy 
war was about $1,000 per ton; on this basis the value of the ammunition dumped 
would approximate $120,000,000. This dumping was carried out by troops and 
civilians under the command of the commanding general, Base Section No. 2, 
India-Burma theater. At the time the operation began this commander was 
Brig. Gen. Robert R. Neyland; he was succeeded before the dumping ended b 
Brig. Gen. W. K. Wilson. 

It would be appreciated if this letter is made a part of the record. 

Sincerely yours, 
S. L. Scorr, 
Major General, U. S. Army, 
Director, Office of Military Assistanc 


(The following was submitted by the Department of State:) 


MEMORANDUM CONCERNING DESTRUCTION OF SURPLUS AND DETERIORATED 
AMMUNITION 1N THE CBI THEATER 


The charge has frequently been made that 120,000 tons of ammunition Was 
destroyed in the China-Burma-India theater at the end of World War II by 
dumping it in the Indian Ocean. This charge is sometimes varied by the declara- 
tion that the ammunition was destined for Nationalist China. The implication o! 
the persons making the charge has been that the ammunition was destroyed for 
the purpose of preventing its delivery to Nationalist Chinese forces. This charge 
is completely untrue. 

The actual facts have long since been made public. They were thoroughly 
covered in letters to Mr. Francis D. Flanagan, chief counsel, Senate Investigations 
Subcommittee, Committee on Expenditures in the Executive Departments from 
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Brig. Gen. C. C. Fenn, special assistant to the Secretary of Defense, and to Mr. 
Alfred Kohlberg from Maj Gen. Edward F. Witsell, Adjutant General of the 
Army. These letters were dated December 18, 1950, and July 17, 1947. Copies 
of these letters are attached. 

Persons making these charges usually impute responsibility to the Department 
of State. Secretary Acheson ina letter of July 6 to Senator Lyndon B. Johnson 
commented on this matter as follows: 

“The role played by the Department of State in this action is effectively dis- 
posed of in General Fenn’s letter. He said, ‘Under such circumstances, the 
theater commander, Lt. Gen. R. A. Wheeler, recommended and the War Depart- 
ment approved dumping as much as possible of the surplus ammunition at sea.’ 
Although it is true that the practice observed by the Foreign Liquidation Com- 
mission Which was nominally under the Department of State, required that 
surplus materials be demilitarized before being sold or otherwise disposed of, the 
facts are that this dumping was carried out as a result of the recommendation of 
the CBI theater command>r as a necessary safety measure.”’ 

The way in which this charge is usually levied implies that the entire 120,000 
tons of ammunition was Chinese or was destined for Nationalist China and that 
its destruction gravely weakened the Chinese Nationalist cause. Secretary 
Acheson commented in the same letter as follows: 

“The facts also establish that roughly 120 tons of this ammunition was Chinese, 
and so deteriorated that after an inspection by Chinese and United States Army 
Ordnance officers it was decided that it should be destroyed as a safety measure. 
A further inference that the dumping of this ammunition hampered the Chinese 
Nationalists is directly contradicted by the sworn statements of Secretary of 
Defense Marshall, who was the special representative of the President in China, and 
by Major General Barr, who was head of the United States military advisory group 
tothe Nationalist Government. General Barr stated flatly that during the period 
that he was in China, which covered up through 1948, at no time did the Nationalist 
forces lose any battles for lack of equipment or ammunition.”’ 

In considering this charge, it is germane to point out that, rather than hampering 
the Nationalist forces, the United States policy made exceptions for China and 
provided extensive military aid, including a very large amount of ammunition. <A 
detailed statement of such military aid to China was presented by Secretary Ache- 
son to the Joint Armed Services-Foreign Relations Committee inquiring into the 
military situation in the Far East and appears at page 2813 ff. in part 4 of the 
hearings. This statement would undoubtedly be of considerable interest to the 
House Committee on Foreign Affairs. Secretary Acheson’s statement points out 
that after VJ-day the Chinese Nationalists continued to get large quantities of 
military and economic assistance from the United States. Since VJ-day the United 
States has given Nationalist China about $1 billion worth of military assistance. 
This has ineluded large quantities of military equipment under lend-lease from the 
United States after VJ-day when China was the only country so favored. It 
has included the completion of the program to equip 39 divisions for the Chinese 
Government which was only half completed on VJ-day. That program was con- 
tinued to completion by the transfer of more than $400 million worth of ordnance 
and stores, tanks and military vehicles, and ammunition. It has included the 
equipment of the bulk ot 84% groups for the Chinese Air Force by a transfer of the 
total of 936 aircraft. These figures do not count the vital aid given the Chinese 
Nationalist Government after VJ-day by the headquarters of the United States 
Forees, China theater, in planning for the redeployment of the Chinese Army and 
the repatriation of the Japanese, nor the aid rendered by United States marines 
in north China in ceecupying key areas and maintaining control of the Government 
of essential lines of communication, nor for the aid provided by the United States 
advisory groups. These figures also do not count the large quantities of Japanese 
weapons and equipment which were turned over to the Chinese Nationalist forces 
when they were surrendered by the Japanese. This total does not include such 
items as 6,500 tons of small-arms and artillery ammunition which were turned 
over to the Nationalists by the United States marines when they left north China. 

Since the question raised relates to ammunition, the following points made on 
pages 2815-2816 in Secretary Acheson’s statement to the Senate joint committee 
may be of interest: 

“1. The military assistance which the United States gave to the Chinese in- 
cluded, of course, large amounts of ammunition. While the Department of State 
does not have available a detailed itemization of wartime lend-lease materials, the 
item of ordnance and ordnance stores ($153,333,189.94) included large amounts of 
ammunition. The post VJ-day lend-lease, as indicated in annex 1, includes more 
than $94 million worth of ammunition. 
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In addition, 6,500 tons of ammunition, including more than 4% million rounds of 
small-arms ammunition, were left by the marines and Navy, at no cost to the 
Chinese Government, during their evacuation from north China; surplus property 
sold to the Chinese included in addition to other equipment and assorted ammini- 
tion of all sizes, 188,000,000 rounds of small-arms ammunition; the ammunition 
purchased from the $125,000,000 grant under the China Aid Act of 1948 included 
230,000,000 rounds of .30 caliber, 26,500,000 rounds of .45 caliber, 66,000 rounds of 
rocket ammunition, and 280,000 grenades. 

“2. The Chinese Government also bought ammunition in the commercial mar- 
ket. Thus, in December 1947, for example, the Chinese Government signed 
commercial contract for 6% million rounds of .50 caliber ammunition. The Chi- 
nese Nationalists also, we are informed, made substantial purchases in the com- 
mercial markets of other countries. 

“3. Arsenals: Until the National Government’s military collapse, which may 
be said to have begun in November 1948, the major arsenals in China and Man- 
churia were held by the Nationalists—15 major arsenals and 5 subarsenals produc- 
ing considerable quantities of small arms and small-arms ammunition. 

“4. From the more than a million Japanese which the Chinese Nationalists 
disarmed with our help, the Chinese took their ammunition as well as their arms 
and ammunition. The Chinese Nationalists also disarmed some 750,000 Japanese 
puppet troops (Chinese) and took their equipment and ammunition. 

“5. It is estimated that as of VJ-day the Nationalists had a 5 to 1 superiority 
over the Communists in rifles and that they maintained military superiority in 
rifles and ammunition until after their defeats of middle and late 1948. 

“There has been some attempt in this committee to prove that the Chinese 
Nationalists did not have adequate ammunition; that the United States was at 
fault in not providing the necessary ammunition; and that this lack of ammunitio: 
was responsible for the Chinese Nationalist defeats on the mainland. The aiten- 
tion of the committee is directed to the authoritative judgment on this question 
that of General Barr. General Barr was chief of the Joint United States military 
advisory group; he was there in China from January 1948 to early 1949, the period 
when the Chinese suffered major crucial defeats which spelled the eventual 
doom of the Nationalist forces on the mainland, and he would appear clearly to 
be the man best qualified to express an opinion on the losses of the Chines 
Nationalists. His reports, quoted in the record of these hearings, give his views 
as to the reasons for the losses of the Chinese Nationalists; it is relevant to empha- 
size his statement of November 16, 1948, that ‘no battle has been lost since my 
arrival due to lack of ammunition or equipment.’ In the final report of the joint 
United States military advisory group, there is the judgment that ‘in general, 
troops in combat have had adequate supplies of weapons and ammunition, and 
their reversals are attributable to other causes than lack of equipment.’’”’ (Se: 
China white paper, pp. 358-359.) 

Jury 17, 1947, 


Mr. ALFRED KouLBera, 
Vice President, American China Policy Association, Inc., 
New York 18, N. Y. 

Dear Mr. Konteerc: This is in reply to your letter of July 8, 1947, addressed 
Ss xeneral Eisenhower, concerning the dumping of arms and ammunition in 

ndia, 

The War Department records reveal that the bulk of the combat, troops sup- 
ported by the United States Army in the China-Burma-India theater were Chi- 
nese. Due to the exigencies of war, the supply of ammunition requirements (0 
the Chinese in forward areas was made almost wholly from United States Army 
stocks. As a result as the war progressed it became necessary for the United 
States Army to take over all Chinese lend-lease ammunition in the rear areas 50 
as to integrate it into the United States supply line thereby placing it in the hands 
of the using troops with the least possible delay. On VJ-day, some ammunition 
remained in the United States supply channels which, due to its markings, could 
be identified as lend-lease to China. ; 

Due to the storage conditions to which this ammunition was subjected, in 
many instances, in outside dumps during the seasonal monsoons, or even if placed 
in bashas, native storage depots, it became extremely deteriorated and corroded, 
Inspections by the Chinese and United States Army ammunition officers reveaie¢ 
that a major portion of this ammunition required destruction for safety measures 
The cost of recovering the small amount of serviceable ammunition far exceed: 
its value. This fact had already been proved by British salvage operations 0” 
7.92-millimeter Chinese ammunition. 
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This matter was discussed with representatives of the Chinese supply mission 
and representatives of the Chinese Army in India at which time it was decided 
that the most practicable disposition for this ammunition was to destroy it. This 
was not a unilateral decision made by the United States Army. The Chinese 
representatives present agreed, and a Chinese Army officer signed shipping tickets 
authorizing its destruction. No lend-lease credit, therefore, was given China as 
the supply representative in India, Mr. Chen, acknowledged China’s responsi- 
bility and accepted this liability. Accordingly, as stated in your letter the ammu- 
nition was loaded aboard United States Army transport ships and dumped at 
sea. 

This procedure was further dictated by our policy with respect to the Govern- 
ment of India. Chinese and United States troops in India were guests of that 
country. It had been agreed no ammunition would remain after their departure. 
To expedite the evacuation of foreign troops, the Governmert of India took over 
the disposal of the remaining balance of ammunition on April 1, 1946. Latest 
reports indicate this matter has just recently been concluded. 

Sincerely yours, 
Epwarp F, WrirseEtt, 
Major General, 
The Adjutant General. 


DeceMBER 18, 1950. 
Mr. Francis D. FLANAGAN, 
Chief Counsel, Senate Investigations Subcommittee, 
Committee on Expenditures in the Executive Departments, 
United States Senate. 

Dear Mr. FLANAGAN: In reply to your letter of December 12 making inquiry 
relative to dumping of munitions in what you term the China-Burma-India 
theater, the correct designation being the India-Burma theater at the time in 
question, the following is supplied by Maj. Gen. W. O. Reader, Deputy Assistant 
Chief of Staff, G-4. He was signal officer, CBI theater, from June 24, 1944, to 
May 21, 1945, Assistant Chief of Staff, G-4, India-Burma theater from May 21, 
1945, until January 7, 1946, and Foreign Liquidation Commissioner, India-Burma 
theater from January 7, 1946, until July 15, 1946. Because of his intimate con- 
cern with the matter in question it is believed that his memory of the facts is 
correct as regards the major issues, though details would have to be supplied by 
extensive research into the theater records which are now in dead storage. 

There were many types of property destined for the Chinese Government, in 
the custody of the CBI theater. There was lend-lease equipment which had 
been landed in the early days by diversion from the port of Rangoon. There 
was British lend-lease to China and Canadian mutual assistance material. With 
gold loans provided it by the United States, the Chinese Government had pur- 
chased diverse material, nearly all of a civilian nature, through two trading cor- 
gpa =. this material was received and stored in India by the CBI theater. 
n addition to this, it was originally the custom to ship United States military 
matériel given in lend-lease to China to the CBI theater, earmarked for China, 
In 1944, this custom was changed for administrative reasons, which follow. The 
hump lift was a severe constriction in the supply line to China. The result was 
that much more China military lend-lease could be shipped to India than could 
be forwarded from India to China. Consequently lend-lease supplies for China 
accumulated in India. At the same time, American troops in India and Burma 
were utilizing the same type of supplies and storage of material for them caused 
a duplication in supply and storage effort, in that full back-up for the American 
troops had to be maintained side by side with earmarked stock for China of the 
same character. Whenever a shortage occurred and it was necessary to borrow 
or reconvert to United States use some of the Chinese lend-lease, there was an 
elaborate administrative procedure to be accomplished and a considerable ac- 
counting load developed. Consequently, the CBI theater commander recom- 
mended and the War Department approved the following procedure: All Chinese 
lend-lease stocks in India and Burma were converted to United States stocks 
and thereafter United States military material was not put on lend-lease until 
actually issued or shipped to Chinese troops or to the Chinese Government. As 
a result, on VJ-day there was no United States lend-lease material of a character 
used also by United States troops in the India-Burma theater. 

Shortly after VJ-day, the India-Burma theater was ordered by the War Depart- 
ment to effect as rapid a close-out as was consistent with orderly evacuation and 
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disposal. Types of equipment and supplies which were to be returned to {he 
United States were designated and disposal of the remainder was directed. There 
were, of course, many individual decisions concerned in effectuating this genera] 
decision. One of the chief problems was material either belonging to, or ear- 
marked for, the Chinese Government. The United Kingdom and Canada were 
contacted by the theater to learn their wishes as to their lend-lease material for 
China. Both stated that it should be given to China. After tripartite nego- 
tiations between the theater, the Government of India, and the Government of 
China (represented in Delhi in lend-lease matters by a Mr. Chen), it was agreed 
to concentrate all material for China in two locations, one at Banaghat, north of 
Caleutta, and the other a few miles from Karachi; the Chinese Government also 
agreed under urging by the Government of India to accelerate the shipment of 
such material to China and the theater cooperated by securing ships for the 
shipment. Some of the material which was either the property of the Govern- 
ment of China or was still earmarked as lend-lease for China had deteriorated 
so much as to be not worthy of shipment; among such was a small amount of 
ammunition which was stored along with United States ammunition, principally 
in Kanchrapara ammunition depot. Such ammunition as the Chinese Govern- 
ment did not wish to ship to Banaghat for later shipment to China was agreed 
to be destroyed or disposed of by the India-Burma theater. The agreement was 
carried out by having Chinese execute shipping tickets to the United Scates for 
such ammunition as they did not want. 

The War Department had designated certain types of ammunition to be re- 
turned to the United States and the disposal of the remainder. The directed 
ammunition was returned to the United States. The law governing foreign 
disposal of surplus required that warlike material be demilitarized before disposal 
In the case of the ammunition remaining for disposal, demilitarization was a 
formidable task. The quantity to be demilitarized was large and the experienced 
personnel to do it were relatively few; furthermore the rapidity of demobilization 
under the pressure of public opinion was fast thinning the ranks of the experienced. 
Safety was a very important consideration; in spite of the stringent precautions, 
there was at Kanchrapara an explosion which took the lives of 9 Americans and 
55 Indians. Under such circumstances, the theater commander, Lt. Gen. 
R. A. Wheeler, recommended and the War Department approved, dumping as 
much as possible of the surplus ammunition at sea. Three ships were secured 
for the purpose; an area in the Bay of Bengal was agreed with the Government 
of India. The operation was carried on for about 2 months; each ship required 
about 2 weeks for loading, proceeding to the spot for dumping, dumping the 
ammunition, and returning to berth in Calcutta. It is believed that the three 
ships averaged four trips each and should have loaded about 10,000 short tons 
on each round trip; consequently, the total dumped was about 120,000 short tons 
Nothing but ammunition was dumped and of the ammunition only a very small 
fraction was Chinese; such Chinese ammunition had as stated above, been shipped 
to the theater for disposal. The average original cost of ammunition during the 
war was about $1,000 per ton; on this basis the value of the ammunition dumped 
would approximate $120,000,000. The dumping was carried out by troops and 
civilians under the command of the commanding general, Base Section No. 2 
India- egg theater. At the time the operation began this commander was 
Brig. Gen. Robert R. Neyland; he was sueceeded before the dumping ended by 
Brig. Gen. W. K. Wilson. 

Sincerely yours, 
C. C. Fenn, 
Brigadier General, United States Army, Retired, 
Special Assistant to the Secretary 


Chairman Ricuarps. Are there any other questions? 

Dr. Jupp. Mr. Chairman, I would like to say for the record that I 
do not think the statement in the second paragraph is quite accurate. 
The second sentence of your second paragraph says, “The returns 
where there have been any—have been frequen tly, as in our nearly 
$11 billion of lend-lease to Soviet Russia, tragically on the minus side.’ 

Personally, I do not think we ever spent any $11 billion that saved 
more American lives than did those $11 billion lend-lease that we gave 
to the Soviet Union. The error was not in assisting the Soviet Union 
against a common enemy; the error, and that is the thing that was 
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tragic, was in assuming that because Russia for her own reasons and 
we “for our defense were fighting Hitler together, they were also 
democratic and wanted the kind of world that we Ww anted, and would 
cooperate with us after the war to build it. That was a tragic error, 
but it was not in giving lend-lease assistance to Russia. It was in 
assuming that she wanted to cooperate with us after the war and 

Glia that she was a peace-loving 


basing our foreign policy on the il 
democracy. 

Mr. Harr. The reason we have put this statement in here is that 
we believe if we had withheld lend-lease from Soviet Russia, Hitler 
and Stalin would have worn themselves out and Hitler would have 
been disposed of and Stalin would have been so weakened that he 
would have been stopped in his tracks. That is our theory. 

Dr. Jupp. I do not believe you can assume Hitler would have been 
disposed of, because without our assistance just at the timely moment, 
I suspect he would have overrun Russia. Whether he could have 
controlled it and occupied it afterward is another question. But it 
was touch and go for many weeks even with our assistance to the 
Soviet Union. I do not want to argue the point. 

Chairman Rrewarps. Thank vou very much, Mr. Hart. We appre- 
ciate your coming here to testify. 

Mr. Harr. Thank vou, Mr. Chairman. 

Chairman Ricuarps. The next witness is the Honorable Tracy 8. 
Voorhees. 


STATEMENT OF TRACY S. VOORHEES, VICE CHAIRMAN OF THE 
COMMITTEE ON THE PRESENT DANGER 


Chairman Ricuarps. We are glad to have you here, Mr. Voorhees 
Mr. Voorhees represents the Committee on the Present Danger 
I believe you are vice chairman of that organization. 

Mr. Voornees. Vice chairman of that organization, yes 

Chairman RicHarps. Would you mind telling the committee your 
background in the political field, and in the private field, and so forth? 

Mr. Voornees. If the committee please, | have no political back- 
ground. I was until Pearl Harbor a lawyer in New York. 

Since then I served in the Army during the war, and after that 
remained in various jobs for the War De ‘partment until a vear ago, 

Chairman Ricuarps. What was your position with the War 
Department? 

Mr. Vooruees. I was for a time special assistant to the Secretary of 
War, and then Food Administrator for the Occupied Areas, in charge 
of feeding Germany and Japan during the famine years; and then 
Assistant Secre tary and still later Under Secretary of the Army. 

Chairman Ricuarps. I did not mean to say political field. T know 
that you are anything but a politician, but I was thinking at that 
time about your connection with the Government when you were 
here. 

Have you a prepared statement, sir? 

Mr. Voorneres. At the request of the clerk of the committee, I did 
prepare a statement, and I have it here and I can either use that 
statement or speak extemporaneously. 

Chairman RicHarps. You go ahead in your own way, whichever 
way you prefer. 
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Mr. Vooruees. Both for myself and for the members of the Com- 
mittee on the Present Danger, permit me, first, to express our appre- 
ciation of the opportunity to present our views before this committee. 

The Committee on the Present Danger, formed last fall and consist- 
ing of 55 members, is a nonpartisan, nonpolitical group of private 
citizens. It was formed because of a deep conviction that the Unite: 
States is gravely threatened by Soviet aggression. It believes that i 
is still possible to avert all-out war if the danger is realized in time 
and if the steps necessary are taken promptly by the United States 
and its allies to make major aggression against them an unprofitable 
gamble. 

The committee believes—basing this upon the substantially unani- 
mous opinion of our responsible military leaders—that the defense of 
the United States requires a joint defense of Europe, and to that end 
the firm support of General Eisenhower’s mission in Europe. |: 
believes that this must be done without neglect of the Far East. The 
above program the committee considers to be one necessary for na- 
tional survival. 

Dr. James B. Conant, the chairman of our committee, is temporarily 
absent on a trip to the Pacific, and as vice chairman, I according) 
tonight appear in his place to supplement the testimony given by 
Mr. Paul Hoffman, also a member of the Committee on the Present 
Danger and of its subcommittee on foreign aid. 

Beginning last February, the committee undertook an intensive 
study of the subject of foreign aid and its organization. This work 
was prosecuted actively by studies made, both in Europe and here, 
until a month ago when a public report was made. This consisted of 
a brief statement by the committee, accompanied by a summary report 
by its subcommittee on foreign aid, and—published separately—a 
detailed study of the subject. Copies of these two pamphlets have been 
furnished to you. I think that those have been sent to you, but they 
were attached to the statement sent to the committee this afternoon. 

The first, or shorter pamphlet, contains a list of the members of the 
committee; and then the report of the subcommittee on foreign aid 
and the objectives of the committee. 

Chairman Ricuarps. Of course, we cannot put this whole pamphile 
in the record, but they are very good documents, and I have read them 
both pretty carefully. However, I think we should put the list of the 
members you have there in the record, because a great many promi- 
nent citizens are there. Without objection, that will be done. 

(The list referred to is as follows:) 
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COMMITTEE ON THE PRESENT DANGER 


Julius Ochs Adler Cary! P. Haskins 
Raymond B. Allen Paul G. Hoffman 

Frank Altsehul Monte M. Lemann 
Dillon Anderson William L. Marbury 
William Douglas Arant Stanley Marcus 

James Phinney Baxter IIT William C. Menninger 
Laird Bell Frederick A. Middlebush 
Barry Bingham James L. Morrill 

Harry A. Bullis Edward R. Murrow 
Vannevar Bush John Lord O’ Brian 

Will L. Clayton Floyd B. Odlum 

Robert Cutler J. Robert Oppenheimer 
Rk. Ammi Cutter Robert P. Patterson 
Mrs. Dwight Davis Howard C. Petersen 

£. L. Degolyer Daniel A. Poling 

Harold W. Dodds Stanley Resor 

Charles Dollard Samuel I. Rosenman 
William J. Donovan Theodore W. Schultz 
Goldthwaite H. Dorr Robert E. Sherwood 
David Dubinsky Edgar W. Smith 
Leonard K. Firestone Robert G. Sproul 
Truman K. Gibson, Jr. Robert L. Stearns 

Miss Meta Glass Edmund A. Walsh, 8. J. 
Arthur J. Goldberg W. W. Waymack 
Samuel Goldwyn Henry M. Wriston 

W. W. Grant J. D. Zellerbach 


Edward 8. Greenbaum 
James B. Conant, chairman 
Tracy S. Voorhees, vice chairman 


Mr. Voornees. The committee consists of Republicans and 
Democrats, some members of the clergy, representatives of labor, 
citizens who were interested in various phases of the war effort in 
World War II, some atomic scientists, and about nine college presi- 
dents. I do not think that there is anyone on the committee who is 
in active political life, except that I read in the Philadelphia papers 
that one of the clergymen is running for mayor of Philadelplia. 

Mr. Reece. You are not hinting that if some members of your 
committee were in political life, that it would be a reflection on the 
organization? For one, I am getting tired of people, by inference, 
conveying the impression that a man engaged in politics is not 
patriotic, and the fact that membership to someone who might run 
for political office would reflect upon your committee. I do not 
think it would detract from it in any way. 

Mr. Voornesrs. The presence of such a man as a member would 
be an honor, sir, and I did not intend any such thought as you suggest. 
May I say that the only reason we did not include persons in active 
political hfe was that we felt that if we had people who were in active 
political life, it might be said that they had some political motive in 
advocating the program we were supporting. For our purpose, in 
which we were trying to do something which we thought was of a 
nonpartisan nature, we felt therefore that it would be better to have 
people who were not in active political life. I wish to say, sir, with 
very great respect, that I have the utmost admiration for you people 
who take the heat down here day after day, and it is not because of 
any lack of such respect, but merely for the reason that I stated, that 
we organized the committee the way we did, sir. 

Mr. Reece. I am sorry if I showed any feeling. I was director of 
the school of business administration at New York University, and a 
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teacher of finance at the time I got a leave of absence to run for Con. 
gress, back in 1920, and I do not think that I am any better or any 
worse today than I was at that time. 

Mr. Voornees. Congressman Reece, you have done much for your 
country in that period. Our reason was this: We selected only a fey 
subjects which this committee would deal with. We tried to lim) 
its work to these few subjects which we thought were necessary 
purely for the defense of the country, and which therefore should no: 
have any partisan political approach. We felt, therefore, that it was 
better, in order that the committee might not be claimed to have any 
politic al purpose or any purpose for the benefit of some member of the 
committee, not to include people who were in active political life. That 
was in order that we might be able, so far as possible, to command t}y 
respect and support of members of both political parties, without our 
advocacy of any policy being considered as favoring either the ad- 
ministration on the Democratic side or the Republicans, but would | 
on these foreign-affairs, matters support of a national policy. 

Mr. Reece. My own feeling is that a man who holds an appointive 
office is just as much in political life as a man who holds an elective 
office, the difference being principally that he sometimes is a hitch- 
hiker. 

Mr. Vooruneres. Maybe that is what I was. 

Chairman Ricuarps. Will you go right ahead? 

Mr. Voorueers. This work on foreign aid was initiated by the com- 
mittee and was done completely independently, and at the committee's 
expense. The committee has no interest to serve except the broad 
objectives above stated. Its vewpoint and interest are only those 
of citizens for the protection of the security of the United States in a 
time of great danger. 

We start from the fact that the policy of making the defense of th 
United States in Europe under an alliance is not just an administra- 
tion policy, but a national policy approved by the overwhelming 
Senate vote ratifying the North Atlantic Treaty. Likewise, the preseat 
foreign-aid program now before you—of which the largest part is 
directly or indirectly for the military strengthening of our allies under 
the treaty—is, we believe, a national program divorced from politica! 
considerations. 

Naturally, America wishes to set up a realistic defense with as few 
United States troops in Europe as possible. This can be done, given 
time. Europe has the manpower, and our present atomic strategi 
bombing supremacy should give us the time—but not time to waste 
It, therefore, makes sense to supplement what Europe can do alone 
toward creating and equipping this joint force. This supplement ts 
the largest part of the foreign-aid request now before you. 

Apart from this rearmament, our aid for Europe’s economic recover) 
under the Marshall pian would be now virtually completed a year 
ahead of schedule. The so-called economic aid for Europe in th 
present request is, with minor exceptions, in reality indirect military 
aid. Literally, it is economic aid for a military purpose. Whether 
aid is given in dollars‘to make possible increased European military 
production there, or is furnished through military end-items from 
here, is a difference of method merely, not of purpose. Both kinds o/ 
aid are to supplement the ability of each recipieat nation to mee! 
its agreed troop basis as a member of the North Atlantic allia:ce. 
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Therefore, in this planned aid to Europe, all aid is essentially part of 
one program for one purpose; all aid is to supplement what ‘the local 
economies can do; all aid is essentially for a military purpose. This 
unity of the program should be rec ‘ognized by creating an adminis- 
trative set-up adapted to these conditions. 

The existing split in administration is an historical accident result- 
ing from earlier particular programs: ECA for European economic 
recovery; military aid through the State Department, first for Greece 
and Turkey, then for the North Atlantic countries: and technical 
economic assistance—point 1V—in the State Department. 

Since Korea, so-called military aid has come to constitute three- 
fourths of the program. But the previously existing split-up admin- 
istrative organizations still continue, subject to a recently created 
form of committee government or coordination by a committee headed 
by an Official of the State Department. Experience has shown that 
committee direction and split administration cannot produce fast, 
decisive, and economical results in such an operation. This is a 
business enterprise. It should be put on a business basis, both for 
economy and to get results in time. 

Fortunately, we have an invaluable precedent which has worked well 
in the similar job involved in the Marshall plan. It was worked out 
3 years ago last spring after exhaustive consideration in Congress, 
and it has functioned well. That precedent should, we believe, be 
applied to the present even greater task. Under it, foreign policy 
would be made by State, but the business operation of managing the 
aid program in accordance with such foreign policy would be in a 
single agency formed for this purpose. It would bear the same rela- 
tionship to State that ECA does—one in which no dispute ever had 
to be taken to the President. 

As to defense, its relationship would be, as Mr. Hoffman testified, 
quoting from the report in which he participated, “essentially the 
same as defense’s present relationship to State in the mutual defense 
assistance program.’’ When the first (DAP appropriations were 
made, they were assigned by the President to the State Department. 
Such appropriations have been principally used for purchase of mili- 
tary end-items in this country. This procurement was carried out 
by State through the Defense Department, and the money was trans- 
ferred to Defense for such purpose. As to military end items procured 
in the United States, this would be followed in the plan we propose 
except that it would be the new agency, instead of State, which would 
be turning over the money to Defense for the procurement. But the 
agepey would, of course, try to develop more sources of production in 
Europe. 

The common sense, down to hard rock, reasons why there should 
be one such administrator for all foreign aid seem to us to include the 
ae ing: 

. One man should have the job—just as the ECA Chief has had 
it ‘3 finding out how much United States aid each country really 
needs to supplement its own budget and resources in order to meet 
its agreed troop basis. The American people should provide only the 
amounts—whether in end-items or in dollars—beyond that which the 
convalescent, but still not too strong, European economies can pay 
by reasonable action through their own budgets. 

85708—51——32 
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ECA provided its total aid, pursuant to the congressional mandate 
in the statute, under bilateral agreements which required that {hp 
recipient countries do their part. So the new Administrator should 
be required by the statute to make an over-all bilateral agreemen: 
with each recipient as a condition of all United States aid. 

Lacking this, we have had in the past two separate appraisals of the 
amount of aid required: one economic by ECA; one the number of 
military end-items by State or Defense. Yet the total amount of each 
kind of aid should be proportioned to the other. Together they should 
be the amount required to make up the total deficit which the recipient 
country could not bear alone and still meet its troop basis. 

2. The second thing which the Administrator should do, if this 
whole matter is to be put on a business basis, is to have, what \r. 
Hoffman called a loud voice in determining what military products 
can be produced in Europe itself instead of sending United States end- 
items. This is necessary to make intelligent use of the European 
economies themselves. What has happened to date is that most of 
the so-called military aid has simply been contracted for in the United 
States, further overtaxing our economy and increasing inflationary 
pressures here. The German economy, strong as it is, has, for example, 
not been significantly used. It is not a Defense Department function 
—and Defense is not equipped—to go through the various European 
economies to develop their production. This can only be done by an 
agency with economic missions in each country, as ECA has, which 
the new administration would take over. Then—using the illustration 
contained in a question asked Mr. Hoffman yesterday by a member of 
this committee—and I do that from memory; I haven’t a copy of the 
record—if one European country can make minesweepers and another 
can make small arms, and each needs the product of the other, the aid 
can be administered and the undertakings incorporated in the bilateral 
agreements in such manner as to use all such production fully. This 
would be done instead of, as stated in the question yesterday, supply- 
ing both minesweepers and the small arms from the United States 
because the other countries could not agree between themselves. 

Basic in such a unified approach is that there would be no hard 
and fast division in advance between the amount of so-called military 
aid—now really United States end items—and so-called economic 
aid—now dollar assistance. The Administrator should be directed 
by the statute to promote, so far as can reasonably be done consid- 
ering all factors, the production of Europe, and to use the power of 
the purse strings, as ECA did in its program, to see that this will be 
truly a mutual-assistance program, not just a United States give-away 
program. In this way we can give Europe the chance to earn dollars. 
We can increase the total output, decrease the United States cost. 
and make Europe a more active partner in the enterprise rather than 
a recipient. Also, in this way we can provide for Europe to produce 
the spare parts and servicing for United States end items furnished 
to them, averting a continuing drain on United States aid for this 
purpose. 

Of course, the judgment of the Defense Department and of Gen- 
eral Eisenhower as to the speed necessary for timely delivery, the 
security factors, the requirements and specifications, would have to 
guide the Administrator. 
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3. I believe that the Administrator should be required by the 
statute to administer the total aid to any individual member nation 
with particular regard to the recommendations of the supreme com- 
mander. Congressman Herter has already drawn attention to this 
matter. At present, apparently the supreme commander lacks a 
sufficiently authoritative voice in the equipping of the armies bein 
created under his command. To correct this, the over-all bilatera 
agreement covering all aid to a country could be of the greatest value. 
The total assistance, whether called military or economic, would then 
flow in accordance with the needs of the supreme commander and the 
progress the recipient countries make to carry out their undertakings— 
both those in the bilateral agreements with the Administrator, and 
those consisting of commitments relative to the joint force under 
General Eisenhower. If the United States is going to furnish billions 
of aid for Europe to make possible a strong early defense, why should 
it not do so in a way to back up the judgment of the general it sent 
there to direct and create such defense? 

4. The Administrator should see—just as ECA did in Europe— 
that each country furnishes maximum aid to other countries. There 
is no more wasteful method than separate dollar appropriations, sepa- 
rately administered, for aid to different areas with each recipient 
country looking to the United States for what it needs. In the 
Marshall plan, and limited solely to economic aid in that area, such 
mutual assistance was exploited effectively by ECA as the statute 
directed. But such countries also trade with the underdeveloped 
areas. To whatever extent is possible, aid which one country requires 
should be conditioned upon its supplying aid of kinds which it can 
furnish which other recipient areas require, whatever their geographi- 
cal location. This is not only a sound measure for economy, but it is 
consistent with the dignity and sovereignty of the nations themselves. 
Frequently, they have evidenced a strong desire to earn their way. 
Japan, which last year had received $250 million of economic aid, 
requires none this year, largely because of the earnings it has made 
through vigorous support of the United Nations war in Korea. I am 
informed that a high official of the German Government was this 
month knocking on doors in Washington asking for an opportunity 
to earn through production for the defense effort. In southeast Asia, 
Japan at low cost can furnish much of the economic aid and also 
technical assistance required. In doing so, she could keep herself 
solvent if the Korean fighting stops, and do so without United States 
aid. While the United States economy is overtaxed, there is definite 
gain in resistance to inflation here by such methods. Also enormous 
dollar savings are possible. In one instance in the Far East, such 
literally mutual aid reduced the net cost of certain United States 
military installations to less than 10 percent of what had been previ- 
ously spent for similar construction. If the United States is going to 
run this long hard race of world leadership, it must do it efficiently 
on a business basis. At least, so we believe. 

Finally, such Administrator would answer the problem dramatized 
by the Kem amendment. He would at once become in effect the 
mutual defense assistance officer contemplated in Congressman 
Battle’s bill just approved by this committee. Here again, with the 
desired principle stated by the Congress in the legislation, the Ad- 
ministrator could, through the bilateral agreements and exercising 
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discretion in each case, apply the desire of Congress to control yy- 
reasonable trade which would have on balance military value to the 
Communist build-up. 

In the above, I have for clarity referred substantially only to 
assistance for military purposes. This is not due to lack of interest jy 
the underdeveloped areas, or the point 4 program. Over the long 
range that program is an essential part of our defense and successf))| 
world leadership against communism. 

The heart of the matter is that the United States, to assert leader- 
ship which is thrust upon it and which is necessary for its own defense. 
must carry a heavy load for a long period. But this must not be a 
heavier load than necessary, and it can be made lighter only by sound, 
centralized business administration conducted on a nonpartisan, von- 
political basis, under the control of one pair of strong hands holding 
the purse, 

The administrative change could be accomplished without serious 
disrupting going organizations. ECA has the bulk of the personne! 
and organization required, including the missions in the recipient 
countries. With them would be merged personnel from the military 
defense assistance program and point 4 in State. As liaison officers 
there would be military personnel now engaged in these programs in 
the Defense Department. With the new and broader mandate, there 
would be no need to start from scratch or seriously to disrupt going 
operations. 

As to the size of the appropriation, since we must make our defense 
in Europe, and since we have no guaranteed minimum time in which 
to create it, speed is essential. General Marshall has, I understand 
indicated that foreign military aid appropriations for 2 or 3 years of 
the general order of magnitude of the present request will be neces- 
sary. Since the object is military, since speed is important, and since 
the present request constitutes, according to General Marshall's testi- 
mony, only one-third or one-half of the total which will be required, 
clearly there is no true economy in cutting down the present request 
The obligating authority should be given to get as rapidly as possible 
the equipment required for the troop basis which our military com- 
mand considers necessary to constitute a realistic European defense 

We are apparently planning to spend about $60 billion on our own 
Defense Establishment. The present foreign-aid bill, through which 
we plan to develop the military strength of our allies, is just as truly 
a defense cost as our own Defense Military Establishment. Further, 
since our allies are contributing troops, this constitutes, as I believe 
Mr. Foster has testified, a lower defense cost for the same amount of 
military strength. We can no more afford to fail to strengthen ou! 
allies by the foreign aid requested than we can fail to provide the 
funds necessary for our Army, Navy, and Air Force. 

The total request for foreign aid is only 12 percent of our total 
security budget. If we can afford the latter we cannot afford not to 
provide the former, which is an essential part of it. Put in other 
words, if we are to have a realistic defense and do not give this aid 
to our allies, we may need 12 United States divisions or 20 divisions 1n 
Europe instead of the 6 now planned. 

It is for these reasons that the Committee on the Present Danger. 
after careful study, endorses an appropriation of the general order 0! 
magnitude requested. 
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Finally, let me quote with especial emphasis the last paragraph of 
our subcommittee’s report, which it entitled “The Overriding 
Consideration.” 

While the foregoing seems the soundest organizational structure, the consider- 
ation of supreme importance is that this country give the aid to General Eisen- 
hower in setting up the forees in Europe called for in the joint defense of the free 
world and also give such other aid as is vital elsewhere. Therefore, while we 
recommend an organization which we believe will be more economical in opera- 
tion and sounder in structure than the split administration now existing, we also 
recommend that an appropriation of the order of magnitude proposed be sup- 
ported unreservedly under whatever form of organization the Congress determines 
to be most effective. For organization, while important, must be considered as 
secondary to the over-all objective of furnishing the sinews necessary, in what- 
ever form, to enable our allies to participate with full effectiveness in the joint 
defense and to take the broader measures in all areas required to win the peace, 

Chairman Ricnarps. Thank you, Mr. Voorhees. That is a very 
interesting and bold statement. 

Mr. Mansfield, we will proceed under the 5-minute rule. 

Mr. Mansrietp. Mr. Voorhees, I want to join the chairman in 
complimenting you on a very able statement. I am especially inter- 
ested in the possibility of one organization administering these aid 
programs and am very happy to see how much detail you have gone 
into explaining the point of view of the Committee on the Present 
Danger. I wish if it were possible that you would furnish the com- 
mittee more in the way of an organizational set-up for such an 
organization, if your committee can do so. 

Mr. Voornees. We will be very happy to try to do so, sir. 

Mr. Mansrretp. I was also pleased to note your reference to point 
4, because, as Mr. Rockefeller pointed out yesterday, this country is 
fast becoming a have-not country and we are losing our resources, 
He pointed out as an example just how short we were in manganese 
and how dependent we were on other countries outside this hemi- 
sphere. 

[ should like to add to what he said, and point out that as far as 
copper is concerned, and copper is synonymous with the rise of 
civilization, as far as this country goes we will be out of copper in 
75 years except for one camp, and that is Butte, Mont. I bring that 
to your attention not because it happens to be in my district, but 
because of the fact that it is the only major mining camp in a copper 
sense which at that time will be producing in this country, and 
because that emphasizes that in copper and other metals, as well as 
in Manganese, we are becoming more and more dependent upon 
outside sources, and one way to overcome this deficiency is through 
the development of a sound point 4 program which will enable us to 
be assured of these sources of supply as we become weaker in them. 

Thank you very much, Mr. Voorhees, for a fine statement. 

Mr. Voornees. I had the pleasure of being present at the direct 
testimony but not during the questioning of Mr. Rockefeller yesterday, 
and it seemed to me that his was a completely unanswerable statement 
as to the underdeveloped areas. In our detailed study which is the 
longer document there, which is furnished to you, at page 20, there is a 
discussion of the underdeveloped areas, beginning at page 20. Par- 
ticipating in that study was Dr. Theodore Schultz, who is the man who 
headed the study which was made for the United Nations, which 
pointed out that the underdeveloped areas of the world require foreign 
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capital totaling at least $10 billion per year, if the productive capg- 
bilities are to be fully developed. Clearly what we are now trying to 
attempt is a very modest approach toward that. But I think tha: 
our committee has fully appreciated the importance of these areas 
In spending more of my time today on the question of the military 
approach, T want to be very clear that I was not intentionally neglect- 
ing the other subject in which our committee was equally interest e 

Mr. Vorys. Your committee has done a very great service, \{r. 
Voorhees, in helping us to think through this organization problem. 
What puzzles me is this, and you know all about it; you lived through 
the birth pangs of unification in the military department, where we 
said we are not going to have our military all scattered out, and you 
are now taking part in the proposed birth pangs of a duplication of 
our nonmilitary foreign affairs. This is not a temporary thing. 
This is a 10,- 20-, or 30-year business. It is a long-term activity. It 
seems to me what you are driving at is that we have a better State 
Department, a better department for foreign affairs, to handle the 
nonmilitary foreign affairs of the country, the economic foreign 
affairs, and to have a voice of control in our military affairs. 

I know you have studied a great deal about it. One thing you 
mention here is that the new administrator should be required by 
statute to make an over-all bilateral agreement with each recipient 
Both MDAP and ECA require bilateral agreements, and I have got 
them here and they are quite broad. Do you mean additiona! 
bilateral agreements? 

Mr. Voornegs. No, sir. What I referred to was the great im- 
portance in achieving ECA’s objectives for economic recovery through 
its bilateral agreements. As it stands now, speaking rather collo- 
quially, it is as though each European nation could go to mama for 
its economic aid, and papa for its military aid. If we are going to get 
the maximum effort from the recipient nations, our aid should be 
conditioned upon one agreement between our Nation and the recipient 
nation, under which it would be spelled out not merely what that 
nation is to do for economic recovery as ECA has done in its agree- 
ments, but what that nation must do in the whole joint defense 
effort. An illustraion is that such agreements could include the 
principle that trade which on net balance is of military value to the 
Communist should not be carried on. We recognize that this prin- 
ciple is a tremendously complicated thing to administer. All Congress 
can do is to state the principle in the act, just as the only thing ECA 
can do in the bilateral agreements is to state the general principles. 

But if you consider what could be done by fully developing an 
over-all bilateral agreement for all aid, and then conditioning the 
flow of all our aid upon that and upon the degree of performance o! 
the obligations, the degree of support of the supreme command, tl) 
resulting gain in cooperation could be tremendous. 

Mr. Vorys. But we have got those agreements now. 

Mr. Vooruesrs. We have bilateral agreements made with two sepa- 
rate agencies at the present time. I might put it this way: We started 
with the great debate in the spring of 1948. as to how the Marshal! 
plan breast. be set up, and it was there determined and was the will 
of Congress, and it has worked, that there should be a separate agency 
which would do the operational job. I have before me, and | was 
reading this afternoon, the details of that ECA legislation, and how 
ECA would be fitted in with the State Department’s policies. 
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Actually it is the Secretary of State who signs the bilateral agree- 
ments. However, it is the ECA Administrator who recommends 
their terms. In each country the head of the ECA mission has been 
junior to the ambassador. The ambassador has been the senior man. 

Mr. Vorys. That is right. 

Mr. Voorners. And there have been very few complaints. 

1 had some familiarity with that situation when I was in the Army, 
and was working primarily in the occupied areas, the arrangement 
worked very well. 

Now, it seemed to us as though that precedent which has worked 
with ECA could be carried out effectively in this broader field. 

Mr. Vorys. At the present time there is a three-man team, in the 
NATO countries, that is State, ECA, and military. 

Now, would you cut that down to just one or two? 

Mr. Vooruesrs. Of course, you have your ambassador who has got 
to be your top man. You cannot have an ambassador in any country 
who is not the top man. 

Mr. Vorys. You all agree on that. 

Mr. Voorueers. We are urging that this ECA-State relationship be 
followed as to all aid, because it has worked successfully. The ECA 
mission head would of course be subordinate to the ambassador. 
Although the ECA mission head reports directly to the Administrator, 
he also has to keep the ambassador fully informed of what he is doing 
and proposes to do. And he is limited to actual operations. The 
ambassador carries on the diplomatic negotiations. 

Now as to the military matters you of course have a military 
attaché or a military mission are also under the Ambassador. 

Mr. Vorys. He is a part of the whole MDAP. But my time is up, 
and I am reminded by my colleague. 

Mr. Barriz. Thank you for a very excellent statement. I want 
to say that I have a very close personal friend in Mr. Douglas Arant 
of Birmingham, Ala., who is a member of the Committee on the 
Present Danger, and if all of the members of this committee are of the 
same high caliber, vou are destined for great things. 

In following up Mr. Vorys’ line of thought, do I understand that 
you are advocating one agency for all foreign aid? 

Mr. Vooruess. Yes, sir. 

Mr. Barrie. On an independent status? 

Mr. Vooruegs. Yes, sir. 

Mr. Barrie. And would this administrator have cabinet status? 

Mr. Voorneres. Under the report of our subcommittee which is 
before you it is recommended that he have Cabinet status. 

Mr. Barrie. And he would have charge of both the military and 
economic aid? 

Mr. Voorueers. Yes; sir; he would perform essentially the same 
work which is now performed both by the ECA and by the State 
Department. That is ECA in economic aid and the State in military 
aid, and of course all procurement of military items in this country 
would have to be done by Defense. The agency’s relationship to 
Defense would be substantially the same as the present relationship 
of State to Defense. 

Mr. Barrie. Mr. Vorys was talking about our country teams in 
foreign nations, headed by our Ambassador. According to your plan 
would the military and economic directors come under the Ambassador? 
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Mr. Voorness. Yes, sir; that is right. The ECA Act provided 
expressly that ECA mission heads would be junior to the Ambassador 
and that would have to be so. 

Mr. Barrie. Would there be a military administrator with the 
same status as the economic administrator? 

Mr. Voorneses. There would of course have to be advisory mem- 
bers. When you get over there you are in a little different situation 
in that you bave an international organization under an American 
Supreme Commander. Of course the ideal thing, if we could just 
get away from all formalities and catchwords of “economic aid” or 
“military aid,’’ would be to have aid from the United States, provided 
in a way to back up our American Supreme Commander over there, 
and that is the very simple thing that we really want done. 

He is an international officer but there is no particular reason why 
we as Americans in supplying United States aid from United States 
taxpayers’ dollars could not provide it in such a way as we want to 
help him get on with the job for the joint defense. Of course, a very 
great deal could be done to weld our aid organization in with that 
NATO organization at the present time. I don’t know whether you 
perhaps have before you the organization over there. It is a surpris- 
ing thing. Perhaps it has been inserted in your record already, and 
if it has not, it might possibly be of interest. The Supreme Com- 
mander is on about the fourth level from the top. 

Mr. Barrie. We spent a week in Europe recently trying to figure 
out the organization outlined by this chart. 

Mr. Vooruers. It was quite beyond me, although I had _ been 
more or less inured to charts over in the Pentagon and had seen lots 
of them, some of which I could understand. But I cannot under- 
stand this one. The simplification of that would be a very essential! 
thing to make our defense effort in Europe successful. 

Mr. Barrie. The main reason this thing works is due to some 
mighty good personnel overseas, and not because of the organization. 

Mr. Vooruesrs. | should like to say that our study came to the 
conclusion, and it was stated in our report, that the only reason this 
worked was because of the high quality of the personnel, both over 
there and here and their determination to cooperate with each other 
in spite of the organization. 

Mr. Mansrievp. Will the gentleman yield there for just a moment? 

Mr. Barrie. Yes, sir. 

Mr. Mansrietp. Mr. Voorhees, following Mr. Battle’s line of 
questioning, and taking this chart into consideration, do you think 
that your committee could in its wisdom work out a proposed chart 
for a reorganization on a single project scale? 

Mr. Voorneers. I am not sure it could do it “in its wisdom,”’ but 
it will do its best if you wish. One of the things might be to bring 
in the Supreme Commander from right field and make him the pitcher. 
It is an amazing thing, but the public believes that General Eisen- 
hower, because of the title ‘Supreme Commander,” has a_ position 
over there which in fact he does not have at all. 

Mr. Barrie. 1 want to ask one more question, if my time is not 
taken up. I would like to thank you for mentioning the Battle bill, 
and say it is really a committee bill and not mine, but do you think 
that the principles of that legislation are sound so far as the contro! 
of east-west trade is concerned? 
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Mr. Vooruees. | am not a sufficient expert to answer as to the 
detail of it. We are making and have almost completed quite a 
detailed study of that subject which, with your permission, we will 
furnish to the members of this committee within a few days. 

Mr. Barrie. We might insert that information in the record, Mr. 
Chairman. 

(The material referred to is as follows:) 


LIMITATION OF TRADE OF THE FREE Wor.tLp WITH THE Sovier Buioc as A 
-CoNbDITION OF UNITED States Foreian Atp 


The controversy over the Kem amendment, and the prospect of stringent limi- 
tations being placed in any new foreign-aid law upon the trade of recipient coun- 
tries with the Soviet bloc, have focused interest upon the subject of such trade 
and its control. 

I. STATEMENT OF THE PROBLEM 


It has been the policy of the United States under the Marshall plan and other 
foreign-aid programs to make such aid conditional upon the undertaking of cer- 
tain broad commitments by the recipient countries. These commitments have 
been consistent with a due regard for the sovereignty of the countries undertaking 
them. They have generally been designed to assure the effective use of the re- 
sources of each country for its own economic recovery and in cooperation with 
other countries in the common recovery effort. They have been based on the 
common-sense principle that a country could be considered eligible for aid only 
if it were prepared to make effective use of it and to refrain from actions incon- 
sistent with the purpose for which the aid was given. 

The economic recovery goal—apart from rearmament needs—has virtually 
been reached in Europe. ‘lhe primary purpose of future aid to that area is to 
build up ability to resist the threat of Communist aggression. Continued aid to 
other areas of the world has a related object. Prevention of Communist subver- 
sion in such areas is still a necessary purpose also. 

The United States has the right to expect that the nations receiving aid will 
support the common effort by positive action to help themselves and each other. 
Particularly, we have a right to expect that they will not engage in trade with the 
Soviet bloc which would undermine the common security by strengthening the 
military position of the potential aggressor relative to the free world. This 
should preclude shipment of goods which would directly support the military 
effort of the Soviet bloc. Honest differences of opinion can and do arise, however, 
in the case of trade involving goods having a less obvious and direct bearing on 
military strength. 

Since economic strength is a basic component of military strength, all trade 
has some military implications. For example, the military effort of a country 
may be greatly aided by furnishing consumer goods essential to the morale and 
efficiency of its labor force. The principle, however, cuts both ways, as imports 
from the bloc similarly help to maintain or build up the strength of the free world. 
The question, therefore, is not whether particular exports are beneficial to the 
Soviet bloc (it may be assumed that they are) but whether the balance of ad- 
vantage is favorable or unfavorable to the free world. The answer to this ques- 
tion requires careful weighing of economic, political, and psychological factors. 
It is a complex, difficult, and constantly changing series of problems with many 
facets. As such it cannot be dealt with rigidly by legislation. Legislation can 
state the principle. Imaginative and forceful administration with a right to use 
discretion and to act flexibly to meet countless particular situations as they arise 
must supply the answers. If surgical operations on trade are to be performed, 
they require a surgeon’s skill. 


II, DIMENSIONS OF THE PROBLEM 


The value of commodity exports from the free world to the Soviet bloc (the 
U. 8. 8. R. and its European satellites plus Communist China) appears to have 
totaled between $1.6 and $1.7 billion in 1950. Imports to the free world from the 
bloc totaled between $1.7 and $1.8 billion in the same period. The United States 
and Canada exported slightly more than $200 million worth of goods to iron- 
curtain countries and imported just under $300 million worth of goods from them 
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in 1950. The exports of the Western European countries to the bloc were valued 
at roughtly $1.1 billion, as against approximately $1.2 billion worth of imports 
from the area. The remainder of the trade—between $300 million and $409 
million worth of exports and between $200 million and $300 million worth of 
imports—was accounted for by the rest of the free world. 


Trade of Western Europe 

The above figures show that Western Europe accounts for some two-thirds of 
the trade between the free world and the Soviet-dominated areas. About 0 
percent of such European trade is between the naturally complementary economies 
of Eastern and Western Europe. 

Estimates based on official reports indicate that the value of Western European 
commodity exports to iron-curtain countries totaled slightly less than $1.1 billion 
in 1950, of which approximately $900 million was accounted for by exports to 
Eastern Europe. In return, Western Europe imported goods having a total 
value of approximately $1.2 billion from these countries, of which roughly $1.1 
billion came from Eastern Europe. These figures represented approximately 
5 percent of the total export and import trade of Western Europe in the past year. 

The estimated dollar value of the exports and imports of the Western European 
countries accounting for most of the trade with all iron-curtain countries is shown 
in the table below. The countries appear in order to size of total exports to the 
Soviet bloc. The United Kingdom is the principal trader, by this standard. 
The trade of Western Germany which is second in line is probably substantially 
understated, since a recent congressional investigation reported a large volume of 
unrecorded trade between the western and eastern zones of that country. 


TasLe I.—Trade of major Western European countries with Soviet bloc, 1950! 


{In millions] 








Exports | Imports Exports | Imports 





United Kingdom Italy 
Western Germany 96 || France. 
Mica: SS te AR AES Denmark 
Switzerland 5 
Belgium _. VTE Rie AR EPC 
Netherlands... ...............- | || Turkey ; 

















1 Basic figures on trade between Eastern and Western Europe were derived from Recovery Guides for 
April 1951, issued by the Economic Cooperation Administration. Adjustments were made to exclude 
estimated trade with Yugoslavia and to include an estimate of trade with Communist China. Trade with 
hag te is included in these figures, although such trade would ordinarily not be included in the trade of 
the bloc. 





The ratio of a country’s trade with the Soviet bloc to its total trade is a better 
indicator than the absolute volume of such trade of the degree to which its trade 
is oriented toward that area. In table II the major trading countries of Western 
Europe are listed in descending order of magnitude of the percent of total exports 
accounted for by exports to the Soviet bloc. Austria, under four-power occupa- 
tion, heads the list, with 15.4 percent of its total exports and 12.5 percent of its 
total imports in 1950 accounted for by trade with the Soviet bloc. The National 
Security Council has already determined that the terms of the Kem amendment 
(banning aid to any country exporting “arms or armament or military matériel 
or articles or commodities which * * * may be used in the manufacture of 
arms armament, or military material’? to Soviet-dominated areas) should not be 
applied to Austria. It has issued a similar determination with respect to Nor- 
way, which appears fourth on the list in table II. Sweden and Switzerland, 
respectively second and third on the list, are members of the Organization for 
European Economic Cooperation but are not members of the North Atlantic 
Treaty Organization and are not dependent on United States aid. Western 
Germany, which appears well down on the list, would probably move up if illicit 
trade were included in the estimate. The United Kingdom, the leading exporter 
in terms of the absolute volume of trade, is next to last—followed only by France 
in terms of volume relative to total trade. 
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Taste Il.—Trade of major Western European countries with Soviet bloc as percent 
of total trade 

















| Percent | Percent Percent | Percent 

| of total of total | of total | of total 

exports | imports | exports | imports 

| ' 

pall de | 15.4 es eee 5.6 | 43 
SRR nied Macmiddk cannaews 9.7 7.6 || Western Germany... -...-_.-- 5.4 | 3.5 
Switerland. .......-.......-- 9.5 Uy g Shei enliee ae 5.3 | 3.0 
MetWOR  nnbdideinthdvawnaed 8.5 6.5 || Netherlands.__.............-- | 4.9 | 5.0 
POE ccginiipreosebinanuned 7.8 8.1 || United Kingdom_--._........- 3.1 | 4.2 
Deltas dectiasiiersanecitene 7.1 A Ms ctctectediievinecenesna 1.9 2.0 





The commodity composition of trade between Western and Eastern Europe 
follows closely the prewar pattern, with manufactured industrial products pre- 
dominating in exports to the east and food and industrial raw materials comprising 
the bulk of imports from that areca. In 1949, Western Europe exported machinery 
to the east valued at almost $200 million, or 26 percent of the value of total exports 
to that area. Textiles accounted for an additional $100 million, or 13 percent of 
the total export volume. Other major commodity exports were chemicals and 
products ($54 million), iron and steel products ($58 million), and nonferrous 
metals and manufactures ($43 million). Altogether the above items totaled 
roughly 60 percent of the aggregate exports. On the other side 60 percent of 
Western European imports from the east were accounted for by foodstuffs 
principally grains), timber, and mineral fuels (chiefly coal). About 1.1 million 
metric tons of bread grains have been imported annually from Eastern Europe in 
recent vears. Imports of coarse grains have varied from 1.1 to 1.5 million metric 
tons. Coal imports principally from Poland and Czechoslovakia, totaling 10 to 
13 million metric tons per year, have been an important supplement to Western 
Europe’s fuel and power resources. The bloc supplies 5 percent of Western 
Europe’s total consumption of timber (sawn softwood and pit props). Eastern 
Germany exported about 330,000 metric tons of potash (in terms of contained 
plant food) to Western Europe in 1949, and 190,000 tons in 1950. Western 
Furope is deficient in this import fertilizer material. The dollar value of United 
States and Western European imports of manganese and chromite from Eastern 
Europe is small relative to the total volume of trade but significant because of 
limited world supplies of these commodities. 

While, as illustrated above, trade between Western and Eastern Europe is for 
the most part an exchange of fabricated articles for foodstuffs and industrial raw 
materials, there are several notable exceptions to this general rule. In 1949, 
Eastern Europe imported $41 million worth of foodstuffs from Western Europe 
compared with $250 million worth of foodstuffs imported by Western Europe 
from the east) and exported $53 million worth of machinery to the same area. 
Eastern Europe’s exports of transportation equipment to Western Europe almost 
equaled its imports of similar equipment from that area in 1949. 

It is estimated that Western Europe exported approximately $130 million worth 
of goods to Communist China in 1950 and imported about $110 million worth of 
Chinese goods in the same period. The major exports were metals and metal 
produets, chemicals, machinery, vehicles, and textiles. Because much of China’s 
import trade moves through Hong Kong and Macao, it is not possible to identify 
sources accurately. The United Kingdom was the source of roughly 60 percent 
of Western Europe’s exports to the China area. Western Germany accounted 
for another 20 percent. The remainder was scattered among other Western 
European countries. 

The commodity composition of China’s exports to Western Europe was much 
more diversified than its imports from the area, Oils and oilseed (including tung 
oil, soybeans, and peanuts) accounted for 30 percent of the total value. Other 
important commodities were hog bristles, silk and silk noils, feathers, and tung- 
sten. 


Trade of other free world countries with the Soviet bloc 

The dollar volume of trade between other free world countries and the Soviet 
bloe is small relative to that of Western Europe. In 1950, countries other than 
the United States, Canada, and Western Europe exported between $300 and 
$400 million worth of commodities to the bloc and imported $200 to $300 million 
worth of commodities from it. The bloc’s deficit with these areas was presumably 
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financed from earnings in trade with other areas, especially the United States ay, 
the United Kingdom, and possibly from the proceeds of gold exports. 

While the volume of trade was relatively small, the commodities involved ay, 
most important to the economy of the Soviet bloe. The bloc’s principal imports 
from this area in 1950 included wood from Australia, New Zealand, South Africes 
Argentina, and Uruguay; cotton from Pakistan, Egypt, and Brazil: crude rubber 
from Malaya and Indonesia; jute from India and Pakistan; tin from Malay, 
and machinery, metal products, and textiles from Japan. In return, Czecly 
slovakia was an important source of machinery and equipment for many of thes 
countries; China’s exports to the area included foodstuffs (soybeans, zie, - { 
peanuts), coal, iron ore, silk, and ramie; other satellites and the U.S. S. R. 
nished grains, timber, paper and pulp, potash, and some machinery and nailbiens nit 


The relative vulnerability of the free world and the Soviet bloc 


Three major considerations must be noted at the outset in any attempt 
appraise the relative vulnerability of these two groups of countries to the cur- 
tailment or termination of trade between them. 

(1) Since both groups have huge total populations, encompass immense land 
areas, and have broadly diversified natural resources, it is probable that neither 
would be decisively crippled by cutting off the supply of any commodity. Sub- 
stitutes or increased production from local resources are available in many cases 
in other cases, scarcities may be offset by curtailing less essential uses 

(2) Most trade between the two areas is based on bilateral agreements resulting 
from shrewd bargaining for “‘hard’’ goods, i. e. goods which are especially im- 
portant to the prospective purchaser, with ‘‘soft’’ or less essential goods accepted 
by one in return for concessions by the other. The reduction or elimination oj 

a “hard” export by one side is likely to result in reciprocal action by the other 
The United States, it is true, has been able to continue importing substantia 
quantities of goods from the Soviet bloc despite a severe reduction in exports 
that area. Since settlement was made in dollars, the bloc was thereby enabled 
to purchase essential commodities elsewhere. This alternative is not open t 
most other nations. With basic commodities becoming increasingly scarcer tha 
the dollars with which to purchase them, it may not remain open much longer 
even for the United States. 

(3) Differences in the approach to trade of the two areas reflect basic differ- 
ences in their respective economic and political structures. The countries of th 
Soviet bloe are generally not highly industrialized but are using the methods of tly 
police state to promote ambitious programs of economic development aimed a 
industrial self-sufficiency. The curtailment or cessation of imports from 
free world would not create major unemployment problems but would probab): 
slow down the rate of industrial expansion. The more complex and freer econ- 
omies of the rest of the world, on the other hand, would have to face the threat oi 
unemployment due to the loss of markets and reduced living standards due to the 
loss of sources of food and raw materials. 

In view of the above, we may conclude that any reduction in trade will hay 
some adverse effect on both sides, but that no reduction will decisively cripp! 
either. It is probable that reducing or eliminating the following exports from th 
free world (other than implements of war, atomic energy, and certain othiet 
strategic raw materials, which are already banned) would have the most damaging 
effects on the economies of the Soviet bloc: 

(1) Machinery.—Curtailing or ending the flow of replacement parts for 
machinery and equipment already installed as well as of new machinery would 
directly reduce the rate of industrial rehabilitation and expansion in many Sovie' 
bloe countries, especially in Communist China, 

(2) Rubber.—The Soviet bloc produces very little natural rubber althouch it 
has developed a large capacity to manufacture the synthetic product and may !) 
this time have a substantial stockpile of imports. The denial of exports from the 
free world might, in time, restrict the bloe’s rate of industrial expansion or It> 
military effort, or both. 

(3) Textiles and textile fibers.—About 30 percent of the bloe’s consumption 0! 
wool depends on imports. While Russia exports cotton and China is a major 
world producer of both raw cotton and finished textiles, the bloe as a whole de- 
pends on imports for about 20 percent of total cotton textile consumption. The 
bloc also imports substantial quantities of rayon. Since the basic fibers are part) 
substitutable for one another and since imports of finished textiles can re lease 
domestic raw materials for other uses, effective control of the bloe’s imports 0! 
these materials would require control of both raw materials and finished products 
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Such controls might appreciably affect living standards and industrial efficiency 
in several of the major Soviet-dominated countries. 

The above-described effects of trade reductions on the Soviet bloc have, of 
course, to be weighed against the effects of reciprocal reduction on the free world 
economies. 

In a few cases (e. g., exports of fish from Norway and Iceland) it would be ex- 
tremely difficult to find alternative markets. Some transitional unemployment 
might be encountered in industries producing machinery and metal products in 
Western Europe and Japan, but it should be possible to take up the slack in most 
cases to meet the increased demands of western rearmament and in promoting 
the development of the underdeveloped areas. In the short run, at least, most 
of the primary commodities now exported to the Soviet bloc by the underde- 
veloped areas can find adequate markets in the free world. 

The reduction or elimination of the flow of certain major supplies from the 
Soviet bloc to the free world would have a serious effect on the economies of 
Western Europe and Japan by impairing present levels of recovery or impeding 
continued industrial expansion. The following principal examples may be cited: 

(1) Foods.—Western Europe would need to find alternative sources of imports 
of more than a million tons of bread grains and up to 1.5 million tons of coarse 
grains, now coming annually from Eastern Europe. In the current year, the 
United States could furnish the bread grains and, by reducing stocks and con- 
sumption by livestock, most of the coarse grains. Similarly, Japan’s current 
deficiency in fats and protein foods cannot be made up except by increased imports 
from China or further drawing on limited United States supplies. In each case, 
increased dependence on the United States would result in a widening of the 
dollar gap, and increased burdens on inland and ocean transportation facilities. 

(2) Timber.—The United States and Canada, the only feasible alternative 
sources of timber imported into Western Europe from the East could make the 
required quantities available only by further cut-backs in domestic consumption, 
further burdening of transportation facilities, and increased dollar aid. 

(3) Coal.—Continued expansion of the fuel and power resources of Western 
Europe and Japan, essential to the common defense effort, requires increased 
imports of coal. Cutting off imports now coming from Eastern Europe and 
Communist China would further expand requirements from the United States. 
While supplies are available here, increased exports to these areas would add to 
heavy present burdens on inland transport and ocean shipping facilities and would 
widen the dollar gap of both areas. 


Ill. POST-WAR UNITED STATES POLICY WITH RESPECT TO TRADE WITH 
THE SOVIET BLOC 


In the immediate postwar years, the United States does not appear to have 
applied any special restrictions on its own trade with the U. 8. 8. R. or satellite 
countries. In Deeember 1947, the acting Secretary of State testified before the 
Senate Appropriations Committee that ‘‘The situation up to the present time is 
that trade with Russia moves under the same general provisions applicable to 
other countries that have normal trade relations with us.”’ 

In March 1948, however, the United States imposed severe restrictions on ex- 
ports to the U. 8. S. R. and satellite areas in the interests of security. These 
restrictions have sharply reduced the volume of exports going to those areas, 
especially in the case of the U. 8. 8. R. Commodity exports to that country, 
which totaled $149 million in value in 1947, were reduced to $28 million in 1948, 
$7 million in 1949 and to less than $1 million in 1950. Exports to European 
satellite countries were cut back somewhat less sharply, from $191 million in 
1947 to $96 million in 1948, $55 million in 1949, and $26 million in 1950. Some 
restrictions were apparently applied to exports to China after the Nationalists 
had been driven from the mainland and the restrictions applicable to the U.S.S. R. 
and satellites were applied, beginning in March 1950. 

Until recently, no attempt was made to control imports into the United States 
from the Soviet bloc. Congress has directed the cancellation of all concessions 
granted to the Soviet bloe since the beginning of the reciprocal trade agreement 
program. This will become effective upon expiration of the required notification 
period. While imports from the U. 8. 8. R. have been reduced from a high of 
887 million in 1948 to approximately $40 million in each of the last 2 years, im- 
ports from other countries of the bloc have been maintained or increased. The 
result has been that the balance of commodity trade, which was strongly favorable 
tothe United States in 1947, changed to a small balance in favor of the bloc in 1949 








498 THE MUTUAL SECURITY PROGRAM 


and a substantial balance in its favor in 1950. The hard currency accruing to ¢}). 
bloc as a result is undoubtedly useful in a world that is still short of dollars. 

In line with the action to restrict exports from the United States to iron curtaiy 
countries, the United States also tried to prevent certain items reaching they 
= other countries. The Foreign Assistance Act of 1948 (sec. 117(d)) provided 
that: 

“The Administrator is directed to refuse delivery insofar as practicable to par- 
ticipating countries of commodities which go into the production of any commodity 
for delivery to any nonparticipating European country which commodity wouy\; 
be refused export licenses to those countries by the United States in the interes 
of National security.” 

While this provision was strictly applicable only to exports containing com. 
modities financed with ECA funds, most of the Western European countries syb- 
sequently embargoed shipments to the Soviet bloc of arms, ammunition, imple- 
ments of war, and atomic energy materials. Since late in 1949, these countries 
have undertaken additional measures of cooperation in the control of export: 
to the Soviet bloc of commodities having primary strategic significance. Contro! 
measures have been expanded and strengthened since the invasion of Sout 

Korea. At the present time, it is reported that these countries embargo 90 percent 
of all the items regarded by the United States as of primary strategic significanc: 

Although urging the countries participating in the Marshall plan to contro! 
the export of strategic commodities to the Soviet bloc, the United States has 
until recently encouraged all other trade between the areas. It was assumed i 
the estimates of the original plan that a substantial expansion of trade betwee: 
Eastern and Western Europe was essential to the economic recovery of the 
Western European area. All participating countries were urged to reduce the 
dollar gap by finding non-dollar sources of supply for United States goods financed 
by the ECA. Other areas receiving United States aid were urged to do the same 
(e. g., Japan, under the supervision of the Department of the Army). As stated 
by the Administrator of ECA in testimony before the Senate Appropriations 
Committee ‘‘East-West trade has always been of great importance to Wester 
Europe and it reduces tremendously the financial burden of European recover 
on the United States. EECA has therefore encouraged it.” 

The volume of trade between the nations of the free world and the Soviet bloc 
still remained low, relative to prewar. This appears to have been largely due to 
poor crops in Eastern Europe in 1947 and 1948; the policy of the Soviet bloc 
nations to limit imports of nonessential consumer goods, in favor of imports of 
basic materials, machinery, and equipment needed for industrial recovery; the 
limited export availability of machinery and other capital goods in Wester! 
Europe in the period when major emphasis was being placed on the rehabilitatio: 
of their own industrial facilities; and efforts to redirect much of the satellite trad 
toward the U. 8.8. R. By 1949, the peak postwar year, trade between Faster: 
and Western Europe had reached a volume of approximately $1.25 billion each 
way but was, in real terms, probably not much more than 40 percent of the prewar 
volume. The dollar volume, and probably the real volume as well, fell slight! 
during 1950. 

Much of the trade between the free world and the Soviet bloe might, in retro 
spect, be regarded as prejudicial to security, since it undoubtedly enabled the iro: 
curtain counties to expand industrial output at a more rapid rate than might other- 
wise have been possible. That trade, however, also made it possible for Wester: 
Europe and Japan to achieve recovery goals with less United States aid and in 4 
shorter time than might otherwise have been required. 

Furthermore, the policies which permitted such trade to continue must be con- 
sidered in the context of our general outlook and expectations at that time. The) 
were clearly consistent with our earlier invitation to all European countries, bot! 
East and West, to join in a cooperative recovery program. They were consisten! 
with our urging those participating in the program to reduce their “dollar gap &s 
rapidly as feasible. They were consistent with the primary emphasis placed © 
economic recovery until the aggression in Korea. Even the Mutual Defen- 
Assistance Act, passed late in 1949, declared that “the Congress recognizes tha! 
economie recovery is essential to international peace and security and must ¢ 
given clear priority.”’ Finally, such trade policies were consistent with our belie! 
that the Kremlin would not risk a third world war and that the major menace Wil) 
which we had immediately to cope was that of subversion. : 

Mounting evidence of the Kremlin’s aggressive designs, highlighted by proo! 
of Soviet possession of the atom bomb and by aggression by satellite in Korea, la: 
forced the free world to revise drastically its estimate of the imminence of the m!- 
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tary threat. To meet that threat the military strength of the non-Soviet world is 
being rapidly built up. The maintenance of economic strength has become more, 
rather than less, important, for it has come to be recognized that it is an integral 

art of military defense. So the situation calls for positive measures to bolster 
the economic basis of military power and to that end for the avoidance of measures 
which would impair that power either absolutely or relative to the strength of the 
Soviet bloc. 

These new developments have greatly increased the concern of the administra- 
tion, the Congress, and the governments‘of other free nations as to the relation 
of trade with the Soviet bloc to the economie defense of the free world. 

As noted earlier, most Western European countries have, since Korea, embar- 
goed the shipment of an increased number of strategic commodities to Soviet- 
dominated areas. The United Nations has also voted a complete embargo on 
shipment of strategic materials to Communist China. 

hese actions, taken largely as the result of suggestions by the United States, 
reflect substantial progress in the control of an important sector of trade with 
the Soviet bloc. hey appear to be inadequate in several major respects: 

(1) Present control measures are still in various respects unsatisfactory, either 
because they are not sufficiently comprehensive or because they are not effectively 
administered. The President stated in his message objecting to section 1302 of 
the third supplemental appropriation bill (the Kem amendment) that “there 
are still a number of trade situations with which we are not yet satisfied.”’ Further 
the United Nations embargo on exports to China was intended only to deal with 
the immediate situation in Korea, not with the long-run problem considered here. 

(2) Administrative responsibility for dealing with this trade in relation to our 
foreign-aid programs is not fixed. As pointed out in the report of Special Sub- 
committee of the Committee on Foreign Affairs on control of exports to the 
Soviet Bloc “* * * no individual, organization, or agency has been given 
this big job to do or can be held accountable for the results.’’ The report noted 
that ECA and most of the other executive agencies participate in the work but 
that “it is a sort of byproduct for each of them.” 

Section 1304 of Public Law 843, Eighty-first Congress (the Cannon amendment 
approved September 27, 1950) provides that: 

“During any period in which the Armed Forces of the United States are actively 
engaged in hostilities while carrying out any decision of the Security Council of 
the United Nations, no economic or financial assistance shall be provided, out of 
any funds appropriated to carry out the purposes of the Economic Cooperation 
Act of 1948, as amended, or any other Act to provide economic or financial 
assistance (other than military assistance) to foreign countries, to any country 
whose trade with the Union of Soviet Socialist Republics or any of its satellite 
countries (including Communist China and Communist North Korea) is found 
by the National Security Council to be contrary to the security interests of the 
United States.” 

The National Security Council has set up a Special Committee on East-West 
Trade charged with keeping trade between the Soviet bloc and countries receiving 
United States economic and financial assistance under constant surveillance and 
recommending appropriate action to the Council. On December 21, 1950, the 
Council announced its decision that it would be contrary to United States security 
interests to cut off aid to any country. 

This legislation met some of the requirements for sound policy. It directed 
the National Security Council to act only after a finding that the trade of a given 
country with the Soviet bloc is “contrary to the security interests of the United 
States” and, therefore, allowed for a weighing of both exports and imports in any 
decision as to its effect on our security. It also appears to recognize, by implica- 
tion, that our security interest in trade with the Soviet bloc is not confined solely 
to trade in commodities declared to be of primary strategic importance from the 
point of view of our own military defense. It has, on the other hand, several 
major defects: 

(1) It is applicable only in periods when the United States is “actively engaged 
in hostilities while carrying out any decision of the Security Council of the United 
Nations * * *.” Jt would cease to be effeetive until the unlikely event of 
another United Nations intervention recommended by the Security Council. 
What is needed is a policy which will be workable for as long as the present Soviet 
threat to the free world continues, especially in the absenc> of active hostilities. 

(2) It is applicable only to “economic and financ’al assistance.’”’ Military 
assistance is specifically exempted. If a trade ban is justified, it is illogical and 
may be self-defeating to restrict the sanction only to economic assistance. 
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(3) It does not correct the administrative defect noted by the House Foreign 
Affairs Subcommittee, i. e. the failure to fix administrative responsibility for carry- 
ing out the purposes of the act. It is true that the act places the responsibility jy 
the National Security Council. This Council, however, is—and should remaiy 
an interdepartmental body charged with the formulation and coordination of 
general policies relating to United States security. It is not equipped to execute 
such policies except through the several participating departments, and therefore 
tends to diffuse responsibility rather than to center it in one agency. 

The Cannon amendment was repealed in the Third Supplemental Appropriation 
Act of 1951 and section 1302 of that act (the Kem amendment) was substituted 
for it. This legislation provides as follows: 

“During any period in which the Armed Forces of the United States are ac- 
tively engaged in hostilities while carrying out any decision of the Security Coun- 
cil of the United Nations, no economic or financial assistance shall be provided, 
out of any funds appropriated to carry out the purposes of the Economie Coop- 
eration Act of 1948, as amended, or any other act to provide economic, or financial 
assistance (other than military assistance) to foreign countries, to any country 
which exports or knowingly permits the exportation of, to the Union of Soviet 
Socialist Republics or anv of its satellite countries (including Communist China 
and Communist North Korea), arms, armaments, or military matériel or articles 
or commodities which the Secretary of Defense shall have certified to the Admin- 
istrator of Economie Cooperation may be used in the manufacture of arms, 
armaments, or military matériel, or shipment of which to the Soviet bloc is em- 
bargoed by the United States in the interest of national security.” 

The legislation further provides for certification by each nation receiving aid 
from the United States that it has, subsequent to the fifteenth day following the 
enactment, met all the requirements of the act (although such certification does 
not relieve the ECA Administrator or any other officer of the Government from 
responsibility for enforcement of the provisions); for exceptions to be made upon 
the “official determination of the National Security Council that such exception 
is in the security interest of the United States’’; and for immediate reports to be 
made by the Council to six committees of the Congress when such exceptions are 
made. 

This amendment appears to fix the major responsibility for the execution of 
the policy laid down on the Administrator of ECA, subject to the power of the 
National Security Council to grant exceptions to its provisions. In other re- 
spects, however, it has defects which appear even graver than those of the 
Cannon amendment: 

(1) Like the Cannon amendment, it applies only to “‘economie and financial 
assistance’’ and only during periods when the United States is ‘“‘actively engaged 
in hostilities while carrying out any decision of the Security Council of the United 
Nations.” 

(2) The categories of commodities involved are so broad as to require that 
practically all trade between the Soviet bloc and countries receiving assistance 
from the United States be stopped. It is true that the National Security Council 
is given the power to grant exceptions to the sweeping provisions of the legisla- 
tion in the interest of security, but, to make the legislation workable, the excep- 
tions themselves may have tobe so broad as to render the legislation ineffective 
Obviously, a clearer expression of the intent of Congress is needed. 

A bill (H. R. 4550), recently introduced in the House of Representatives by) 
Mr. Battle, meets part of the defects of the earlier legislation. This bill (the 
proposed Mutual Defense Assistance Control Act of 1951) declares it to be the 
policy of the United States “to apply an embargo on the shipment of arms, 
ammunition, and implements of war, atomic materials, petroleum, transporta- 
tion equipment of strategic value, and items of primary strategic significance 
used in the production of arms, ammunition, and implements of war to any 
nation or combination of nations threatening the security of the United States” 
and to refuse military, economic, or financial assistance to any nation unless it 
applies an embargo on such shipments to any nation or combination of nations 
threatening the security of the United States. 

It provides further that the President may direct the continuance of such assist- 
ance to a country which permits shipments of items other than arms, ammunition, 
implements of war, and atomic energy materials when unusual circumstances 
indicate that the cessation of aid would clearly be detrimental to the security of 
the United States. Finally, it directs that the United States shall negotiate with 
countries receiving assistance arrangements for such countries to control exports 
to the Soviet bloc of other commodities not included in the mandatory embargo 
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list but the export of which, in the opinion of the Mutual Defense Assistance 
Officer, should be controlled. . 

Administration of the act would be under a Mutual Defense Assistance Officer 
appointed by the President by and with the consent of the Senate, and charged 
with determining the items which should be included in the embargo lists, after 
“full and complete consideration of the views of the Departments of State, Defense, 
and Commerce; the Economie Cooperation Administration; and any other appro- 
priate agencies;’’ continuously adjusting such list to current conditions; recom- 
mending the termination of all aid to any nation failing to comply with the 
provisions of the bill within 60 days after the termination of the embargo 
list: and recommending negotiations with countries receiving assistance with 
respect to other commodities not included in the embargo list. He would 
also be charged with coordinating the activitiés of all United States departments 
and agencies concerned with security controls over exports from other countries, 
making @ continuing study of control measures undertaken by foreign governments 
in accordance with the provisions of the bill, reporting to Congress not less than 
once each 6 months recommending action where appropriate, and making available 
technical assistance on export control procedures to any nation desiring it. 

While the Battle bill meets certain of the criteria of a sound policy with respect 
to this important problem, it appears to have two major defects. 

(1) It would separate the administration of the control of ‘trade with the Soviet 
bloe from the administrator of foreign aid. The mandate for the administration 
of foreign aid should be so to apply such aid as most effectively to promote the 
security of the United States and of the free world. The use of aid as a means 
of obtaining security controls over exports by recipient nations would appear to 
be implied in that mandate, even if not specifically required by the Congress. 
Further, the single agency administering foreign aid and trade controls would 
be in the best position to determine the effect of terminating aid on account of 
U.S. security interests and to appraise the need for measures to offset the economic 
effect of such controls in cooperating countries. However, the present adminis- 
tration of foreign aid is itself not unified and is probably the source of [the 
administrative defect in the Battle bill. 

(2) The bill provides only for the drastic sanction of completely cutting off 
aid in the event of noncooperation in security controls. It is silent on other 
less drastic or more positive measures which might help to accomplish the desired 
result. It therefore leaves uncovered the potentially large number of cases where 
cooperation with United States security controls may be unsatisfactory but where 
the security interests of the United States would still not permit a termination of 
aid. 


IV. TOWARD A SOUNDER POLICY AND MORE EFFECTIVE ADMINISTRATION 


There is no specific formula for dealing in advance with the complex and 
changing problems of trade between the free world and the Soviet bloc. Legis- 
lation designed to limit such trade must therefore be confined to general principles. 
However, the basic facts that should guide such legislation are clear. 


Trade is a two-way street 
This fact must be taken fully into account in any attempt to deal with the 
problem. 


East-West tension is likely to be prolonged 

This fact argues for the development of a policy which will receive the support 
of our own people and our allies over the long pull. Short-range measures—how- 
ever beneficial for specific purposes—designed to deal with specific cases of Soviet - 
inspired aggression, such as the United Nations embargo on shipments to China 
and the Cannon and Kem amendments, do not meet this requirement. Neither 
would yearly appropriations of additional aid funds to compensate for earnings 
lost as a result of reduced trade. 


All-out war with the Soviet bloc is not inevitable 

Since our basic approach to all foreign policy is founded on this assumption, we 
should avoid actions which are not clearly essential for our own security and which 
might stand in the way of an eventual peaceful settlement. Unnecessary stop- 
pages of trade tend to widen the breach between East and West and to consolidate 
economically the Soviet block itself. 


85708—51——-33 
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Limitation of objectionable trade must be done, not unilaterally, but jointly with 
other free world nations 

Effective control of trade with the Soviet bloc in the interest of the common 
security requires the cooperation of other free nations sharing our concern over the 
threat of Soviet aggression. Honest differences of opinion may arise, of course, 
as to the need for particular measures, but there should be no disagreement 0; 
the basic objectives of the policy. Further, agreements as to controls are likely 
to be reached more readily if negotiations are with groups of nations rather than 
individual countries. One nation is not likely to adopt strict export controls in 
the absence of reasonable assurance that a competitor nation will also adopt them. 
Also, groups of nations, such as the Organization for European Economie Coopera- 
tion and the Defense Production Board of the North Atlantic Treaty Organization, 
can do a great deal toward developing and sharing alternative markets and sources 
of supply for goods now involved in trade with the Soviet bloc. Certainly, the 
joint defense production effort in Europe should be able to furnish markets for 
much of the output of metal products and machinery now going to the Soviet bloc 
Further, these countries should be able to furnish necessary machinery and equip- 
ment to underdeveloped areas in exchange for food and raw materials. 


The same policy should apply to military and economic aid 

If United States afd is to be used to secure cooperation in security export 
controls, both economic and military aid should be included. In the first place, 
it would not appear logical to deny a small amount of economic and financial aid 
to a country because of noncooperation in such controls while continuing military 
aid to it. Moreover,-such action would probably be self-defeating, since the 
denial of economic aid could be expected to reduce the country’s own military 
effort and increase its need for aid in the form of military equipment, if the 
military goals—in which we have a vital interest—are to be reached. In that 
case, the total position of the country would have been changed little, but we 
would have added to the burdens of our own defense industries. 


The same standard of performance cannot be expected of all nations 


”’ We have a right to expect that nations associated with us for defense, as in 
Europe, will share our concern for the economic bases of such defense. Allowing 


for honest differences of judgment as to the measures required, and for variations 
in internal political situations, they should be expected to enforce trade controls 
where needed for their own and the common security. The natural way to 
achieve this is to include cooperation in trade controls and in other measures 
for economic defense in bilateral agreements with these countries which should 
cover both economie and military aid. In the under-developed areas, on the 
other hand, many of which are torn by internal struggles between eastern and 
western influences, the withdrawal of aid because of trade with the Soviet blo 
would mean outright surrender to the very Soviet influences we wish to eradicat: 
In these and other areas where we seek limited objectives with relatively sma 
amounts of aid, we might be wiser to concentrate on such objectives, and to use 
other means to exert influence on trade policies. Finally control of trade between 
western and eastern Germany must be managed with great care because of tl 
understandable reluctance of western firms to sever completely long-standins 
relationships with the East and because it might serve as a pretext for the reimpo- 
sition of the Berlin blockade. 

Other less drastic and more positive measures are also needed 

The power to terminate aid to any nation as a sanction for noncooperation 1 
security export controls is a drastic remedy that should be used only as a last 
resort. In fact, its use would suggest the failure rather than the success of the 
general policy. Other means can and should be used in situations where th: 
degree of cooperation is not satisfactory but where total security consideration: 
require the continuation of aid. Examples of such supplementary measures ar 

(1) The curtailment of aid and denial of its use for certain specifie purposes 
might be used where cutting off aid altogether is not feasible. 

(2) Aid might be increased in the case of cooperating couptries to help soften 
the internal impact of trade controls. 

(3) Control over counterpart funds might be used as a sanction for non- 
cooperation or as a means of financing the cost of diversion of industries from 
Soviet bloe markets and sources of supply. 

(4) Longer range economic planning for the industrialized and the under 
developed areas should be encouraged and would be most important in the gradua! 
development of controls which will be workable over the long pull. Genera! 
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agreements to restrain wild fluctuations in the prices of primary commodities and 
to guarantee markets for them—as in the case of the International Wheat Agree- 
ment—might go a long way toward diverting supplies from the Soviet bloc. 
Similarly, cooperative efforts in the underdeveloped areas would help to main- 
tain the economie growth and stability of Weste*n Europe and Japan despite 
a reduetion in trade with the Soviet bloc. The other free nations are justifiably 
concerned about these longer-range problems in which their own stability and 
security are intimately involved. Year-to-year appropriations of aid to offset 
failure to solve these problems is not an adequate alternative for us or for them. 
Before important segments of trade are cut off, there should be reasonable assur- 
ance of compensating expansions elsewhere over a longer period of time. 


Effective administration is essential 

It is obviously impossible for the Congress or the Executive to lay down a policy 
in advance which will cover in detail all the complex problems which arise in the 
administration of a program to control trade with the Soviet bloc. Such policy 
must be stated in general terms, with adequate discretion permitted in its execu- 
tion. The latter will require continuous study of the problem, negotiation with 
foreign countries, and adjustments to meet changing political, economic, and 
military developments. Responsibility for it should be centered in a single 
agency of the Government under bilateral agreements governing all aid furnished 
on a grant basis. 

The Committee on the Present Danger has recommended that all foreign 
aid should be placed in a single agency of the Government independent of but 
working closely with other departments. The mandate of the administrator of 
this agency would be so to apply aid to foreign areas as to make the maximum 
contribution to the common security. Even in the absence of express congres- 
sional direction, our effort to secure a measure of control over trade with the 
Soviet bloe is implied in this mandate. There would not appear to be any good 
reason to separate that effort from other phases of the administration of our 
foreign-aid programs. Further, all other measures which can. and should be 
used for the same purposes are within the contro! of the present ECA Adminis- 
trator and should not be taken away from the proposed new foreign-aid adminis- 
trator. It would not appear logical to place responsibility for the application of 
the final sanction in another agency, especially since such sanction would be used 
infrequently, if at all, and only as a last resort after other measures have failed. 

The recommendation made here would of course not preclude the appointment 
of a mutual defense assistance officer, as proposed in the Battle bill, provided he 
were part of the office of the foreign-aid administrator. It would also not preclude 
a large measure of participation in general policy aspects of the problem by the 
agencies represented in the National Security Council. Since the decision to 
apply a limited sanction or to cut off aid completely in the case of anv foreign 
country would involve important questions of foreign and military policy, the 
administrator would be required to consult with the other agencies before taking 
action, just as he would be required to consult with them on many other matters 
elating to his administration of the foreign-aid program. 


Mr. Hays (presiding). All right, Mrs. Bolton. 

Mrs. Boiron. Mr. Voorhees, we are delighted to have vou. It has 
been a pleasure to see the faithfulness with which you have attended 
these somewhat prolonged hearings. Am I right in interpreting the 
spirit behind vour committee to be that vou feel with great seriousness 
that we are in a situation out of which we must work ourselves; 
that it is not just going to stop, that wishful thinking is not going to 
get us out of anything, and therefore we have no choice. We are in 
itand the only thing we can do is to use the best intelligence we have 
and our wits and any genius we have left to so strengthen the country 
and the other countries of the free world, that we will be able to meet 
whatever situation arises. Am I right in that statement? 

Mr. Vooruees. I think that that is a fair statement, and that is 
the way our committee feels. 

_ Mrs. Botton. That is the background of the reason of your being 
interested in this matter? 
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Mr. Voorners. And I may say the rather optimistic feeling that 
there is so much potential strength that we have, that if we mobilize 
it in time we will not have to have world war IIT. 

As I say, my great anxiety about this subject arose when I was 
Under Secretary of the Army. I made intensive studies of the situg- 
tion. We have this tremendous atomic strategic bombing suprem- 
acy, but without any assurance that it is going to continue indefi- 
nitely and in fact with the high probability that it may not. While 
we have complete supremacy, if we could take the steps to make it 
unprofitable to attack Western Europe by erecting a real ground de- 
fense there, making an attack on it too big a gamble, then we would 
have done the biggest thing to prevent world war III. In this, of 
course, I do not mean neglecting the Far East, either. 

Mrs. Bouton. There is just one little matter to bring up. You 
make quite a point of the necessity for using the production capacity 
of the countries of Europe, which I agree very definitely, but in the 
testimony in the hearings we had with Mr. Marshall and some of the 
other people in the Defense Department, I am left with the feeling 
that they are very reluctant to have that happen, that they want to 
have the end-items built here, and have complete supervision over 
them and then send them over. 

Would you have any suggestions of how to correct that particular 
problem? 

Mr. Voornees. That is just the reason that we have urged so 
strongly a unified administration under which all aid would be given 
and under which the United States would write the conditions of the 
aid much more precisely than is done at the present time. We could 
as to a certain amount of that aid say to the recipient nation: “This 
will be given to you for the purpose of specific production for the 
common defense.” 

Mrs. Boiron. Do you think we could get the agreement of the 
Defense Department? 

Mr. Vooruess. I have no doubt that that can be done. As it 
stands now, Defense is buying for foreign aid the same tanks and the 
same other things that we are buying for United States forces, to a 
very large extent. You cannot tell until a unit comes off the produec- 
tion line whether Defense is going to say, “Well, this is one we will give 
to foreign aid,” or “this is one we are going to give to this United States 
division.” 

Now, with this tremendous backlog of orders—which is unavoid- 
able as of course it takes a long time to get into mass production, 
is that it is going to be quite a while before we get these products. 
I think we ought to go ahead fully with the production here to the 
extent we can. But if we also can get the German economy or thie 
Italian economy, which are not now fully used at all, and can get 
some of these other countries whose productivity is now net adequate!) 
used to produce more military equipment, they of course can then 
earn a considerable part of the dollars which ‘ve would otherwise 
have to give them. On these products we would have no shipping 
costs. And the costs on many of these items are very much lowe: 
over there than they are here. There can be a tremendous saving. 
Also it takes these countries in as real partners in the enterprise. 

Mrs. Bouron. Thank you so much, and I will yield back a little o! 
my time and help make up the 12 minutes. 
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Mr. Hays (presiding). Mr. Carnahan. 

Mr. Carnanwan. Mr. Voorhees, I want to add my appreciation to 
you for bringing this most excellent statement to the committee, and 
[also am very grateful that your committee has been formed, because 
certainly a committee of this type can give careful and intelligent 
study and at least nonpolitical study to the present danger, and I 
think even the name of your committee is commendable. Certainly 
I believe that the realities of the present danger should be brought 
more forcefully to our attention, and | note that at least some of your 
membership are stating that the free world will never be attained by 
the application of military force, that it will only be attained by waging 
the peace. Now if that is the case, why do you seemingly place so 
much emphasis on military aid and you say on page 3 of your state- 
ment that the so-called economic aid for Europe in the present request 
is with minor exceptions military aid. 

Mr. Vooruees. The reason we are placing the emphasis on military 
aid now is because there cannot be any development of freedom unless 
there is protection of Europe against slavery to the Soviet. We 
believe that there is a limited time todo this. Not even Dr. Vannevar 
Bush and other atomic scientists like Dr. J. Robert Oppenheimer 
and Dr. Conant—who happen all to be members of our committee— 
can guess, and I do not believe anyone knows how long the time is 
during which we will have this overwhelming atomic supremacy. 

But we have it now and it gives a protection over us, during which 
we can create a defense of the free world. It may be 2 years or 3 
years or maybe it is 4 or 5, and nobody knows, but during that time 
it could be done. Now, this can be done only by a joint effort. It 
cannot be done by the United States alone. These are the reasons 
we have emphasized military aid immediately, in order to get our 
own iron curtain built up—if you please to call it that—something 
which will protect the free world so that it can stay free. Then we 
can go on and advance the other things in which we believe as free 
men. 

The reason we said what we did on page 3 of the statement to 
which you refer is that the Marshall plan has been successful to the 
extent that in Western Europe—with the exception of a few countries, 
of which Austria is an illustration—we have pretty nearly given them 
the amount of aid for their economic recovery which would be 
requisite to accomplish the Marshall-plan goal if they did not have 
to undertake the new burdens of rearmament. Therefore we said, 
since they could get along if it were not for the rearmament, even 
the economic aid which we give them in future is really to supple- 
ment their capacity to rearm and so is really military aid. For it 
would not be necessary if they did not have to rearm. 

Mr. Carnanan. But you are assuming that their economies have 
recovered to the point where they are capable of supporting military 
equipment, and military strength. 

Mr. Vooruers. I am assuming, if you please, that their economies 
have recovered to an extent that they could be self-sustaining if they 
did not have to go into the rearmament program. but if they do have 
to have a great military effort, their economies are not adequate to 
provide through their own budgets to furnish the men and to furnish 
the equipment. It is therefore to make up that deficit, that we have 
to furnish this aid. 
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Mr. CarnanHan. Won't we ‘really be furnishing economic aid 
rather than military aid on the assumption that you cannot build 
military strength unless you have an economy that will support it? 

Mr. Voorness. Well, that certainly is true, sir. But the bes 
illustration of that that I have heard was one given by Dr. Rober 
Oppenheimer when he was talking to a small group the other nigh; 
of members of our committee and some others. He said that military 
aid and the economic aid are like putting fluid into a vessel throug) 
two separate tubes. In other words, here is a country which cou 
perhaps support five divisions, and it might not be able to equip them 
very adequately. But on the other hand, it might have the manpower 
for 10 divisions, and if we could furnish the equipment or furnish the 
country in question with the additional dollar aid, let us say, so that 
it could produce such equipment, we might get 10 really well equipped 
divisions, and maybe General Eisenhower could get a night’s sleep. 

Mr. Smirx. Mr. Voorhees, am I to assume that your Committee 
on Present Danger considers Europe the present danger? 

Mr. Voornees. Not the only present danger, by any means. [ 
think that we would say that the greatest present danger is that th 
Russian Army would overrun Western Europe, which it could do, 
because there is no defense to stop it. It is only the balance being 
maintained between the overpowering force of the Russian Army 
which could run over Western Europe on the one hand, and our 
atomic supremacy which could destroy Russia back of the Russian 
Army if it did. So that they now do not dare to do it. 

Now, it is our belief that that is the greatest prize which Russian 
imperialism could seek, and that is over the next 3 to 5 years the great- 
est single danger. But I have tried to emphasize that that does not 
mean that we should neglect other areas to do it. We have certainly 
got to hold in the Far East, too, because as we have seen in Korea, if 
we had collapsed there, nobody knows what would have happened. 

Mr. Smita. We are spreading ourselves pretty thinly, do you not 
think so? 

Mr. Voornesgs. Well, sir, I served in the Pentagon off and on for 
most of the time, except when I was overseas, for something like § 
years. We have got a military command, and I think while we have 
got that military command, we ought to give that command backing on 
purely military judgments. From my service with them there, based 
on what I saw and speaking purely objectively, my deep conviction !s 
that they are certainly fully alert to the danger of spreading our 
strength too thin. On the other hand, there is a very great danger 
that we will lose essential ground that we can never get back. If we 
had not taken the action in Greece and Turkey at the time we did in 
1946, we would have lost the whole eastern end of the Mediterranean 
We would then not have been worried about Iran today because that 
would have gone and a whole lot more with it. If we had not under- 
taken the Berlin airlift, and fought that blockade off, and if we had not 
staved in Korea, we would have an entirely different world today. 
So, I believe, we have got to be ready to move in selected areas, but 
that we cannot hold everywhere. We must select the things that we 
can do, and in proportion to our strength, but we can increase ou! 
strength so that we can do a lot more. That is what we are urging 
should be done. 
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Mr. Smiru. A part of our problem is that we are having a pretty 
hard time convincing some of our friends what they ought to do. 

Mr. Vooruess. Yes, sir. 

Mr. Smira. You have been around here very faithfully while 
these hearings have been going on, and I think that you have heard me 
express myself with reference to the dangers I see about the failure of 
these nations to cooperate from the standpoint of sharing with the 
workers in those countries the industrial productive increase. 

Now, somebody is getting the profits or the money out of this 
spending program, and the money that we have been pouring in and 
yet the standards of living are low. It goes back to the part of the 

uestion or the statement made by my friend from Missouri, Mr. 
‘arnahan, to the effect that you have got to have something to build 
on, and right now it appears that we are building on shifting sands. 

Thank you very much. 

Mr. Rretcorr. Mr. Voorhees, I think your committee has done a 
very effective job. I have watched it from its inception, through 
the newspapers and the radio broadcasts, and I am just curious, 
what has been the response to that campaign? 

Mr. Vooruees. I am not able to appraise it. I do not think. 
anybody can appraise a radio program except a commercial program 
where they take these soundings of them. I talked with Dr. Conant 
just before he took his trip to Australia, and he felt in general that it 
had made a useful contribution. 

Mr. Risicorr. Do you get pretty good newspaper coverage through- 
out the country? 

Mr. Voorueses. Of course, it varied a very great deal. Several of 
those broadcasts, notably Dr. Vannevar Bush’s, had front-page stories 
all through the country. These broadcasts were carried on national 
hook-ups, and were carried on several hundred radio stations. 

One advertisement on universal military service, was the only time 
we ever used any paid advertising, except a few very small ads, on 
the radio broadcasts. All the rest of the publicity on the radio and in 
the press was given to us free. It was all done at very small expense— 
and I thought it was rather remarkable that our efforts received the 
attention they did because this is not an easy subject in which to 
interest people. It is not as though one had the excitement of a 
Pearl Harbor to get the people interested. 

That very fact is one of the dangers we face. 

Mr. Risicorr. In talking about your point of shifting the burden 
of production, military production, to the countries who are going to 
use it, I more or less concur in that point of view, but how much do 
you think. of the proposed $6 billion-plus, could be effectively shifted 
to these other countries? 

Mr. Voorness. Sir, I could not give an intelligent answer as to 
the extent possible. I do not think anyone could tell until we went to 
work at it with a sound organization to make the effort. 

Mr. Rreicorr. I just want to ask another question, and you can 
answer the two together. Now, it is obvious that any amount that is 
authorized or appropriated, in the $6 billion-plus, will take a con- 
siderable time from the time the law is passed to the production 
finding its way to Europe, and probably that which finds its way to 
Europe first will be part of the production that already has been 
contracted for from past military appropriations. 
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Now, how long do you think it would take if you got started on 
military production of some of these items in the European countries? 

Mr. Voorness. I think that that is something that is today pure 
speculation. It depends upon the item. Take the question of 
trucks, for example, or any large or small vehicles for that matter, 
These countries can make such things and make them very fast, 
They can do a wonderful job. Did you ever happen to see some of 
these German busses? They are wonderful. In other words, there 
are many things, including small arms, which these countries could 
make very rapidly. There are many things that they could make 
there of very great value which would take some w eight off of our 
economy here. 

Mr. Rreicorr. In other words, if this $6 billion-plus, includes items 
such as trucks, would it be wise for us to make them in the United 
States, with the present state of our production and conversion, when 
such items could be made in Germany or France or Italy? 

Mr. Voornres. My recollection is that we had some contract, 
we had a provision in one of the military budgets here this year, for 
something like 293,000 jeeps. That is quite a lot of jeeps. This 
figure may be wrong, as | am only giving my recollection after several 
months. It seems to me that jeeps could be made over there. Jeeps 
are not a secret weapon. 

Mr. Rrsicorr. Let us say that some of these plants started an 
item from the blueprint stage. Considering the labor situation here 
as against Italy at the preseat time, let us say, and considering the 
plant capacity here and the plant capacity that is open in Italy, do 
you think it would take more or less time to get going on those items 
in Italy as against the United States? 

Mr. VoorueEgs. Sir, it depends entirely upon the items. Some 
would take longer. 

As to Italy—one of our members who participated actively in the 
Committee’s study was there last fall. He reported that Italy had 
about 85,000—I am giving the figures from memory—skilled personne! 
to make airplanes, and that there were some 80,000 of these unem- 
ployed. We could not, perhaps, make complete airplanes in Italy 
because of the provisions of the treaty, but we could certainly make 
a lot of the parts and assemble them somewbere else. 

Mr. Hays (presiding). Mr. Merrow. 

Mr. Merrow. Mr. Voorhees, I compliment you upon a most able 
statement. 

On page 6, you have stated that the Administrator should be 
directed by the statute to promote, so far as can reasonably be done, 
considering all factors, the production of Europe and to use the power 
of the purse strings as ECA did in its program, to see that this will be 
truly a mutual-assistance program and not just a United States give- 
away program. 

Now, would you commend in more detail as to bow the power of the 
purse strings should be used to increase the productivity of Europe as 
a whole? 

Mr. Vooruess. I shall try, sir. 

Right now, the program is split right down the middle. We have 
an ECA program for which up to date the legislative mandate has been 
to promote economic recovery in Europe. We have a military-aid 
program, which has largely consisted of sending United States end- 
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items to Europe. And we have, in the proposal before you, $6% 
billion for military aid, most of which will be end items. That 
proposal assumes something which shouldn’t, we believe, be assumed. 
That is, instead of $6% billion of military aid largely in end items, that 
figure ought to be reduced as much as possible, and much more aid 
given in the form of dollars, so that they could produce many items 
themselves. That is because they could be produced much less ex- 
pensively, and it would enable these nations to earn dollars which 
we might otherwise have to give to them for economic aid. 

Mr. Merrow. You would increase the economic aid and cut down 
the end-item aid; is that right? 

Mr. Vooruegs. I call it all economic aid for a military purpose. 
That is really the object we are striving for now. And I would cer- 
tainly try to have them produce as much as possible. 

Here, sir, we have otders backed up in United States plants. It 
will take a long time, on these critical items, to deliver these things. 
And we have an economy certainly overtaxed, and with tremendous 
dangers of inflation, presenting probléms immediately before the 
Congress at the present time, and most difficult problems. 

Surely, if these nations that are allied with us, and these other 
nations that we are trying to keep free, have got potential produc- 
tivity, we ought to manage our aid in such a way as to try to develop 
that productivity to the utmost. And these nations want to do it. 

Mr. Merrow. Do you mean that you would use the power of the 
purse strings to bring about a greater integration of Europe, to increase 
this productivity? 

Mr. Vooruees. I did not mean to interfere politically. I think 
we should do that only by persuasion, and not by leverage from our 
aid program. But, to illustrate, we can produce things in Germany 
which can be done without a violation of the different agreements as 
to military production there, many things and parts for other items. 
I think it is a great deal better to manage our aid under a basic policy 
which will have that done there and let them earn the dollars than it 
is to ship the stuff from the United States. 

In the next place, if we have countries which are holding back, as 
some of them are, and not making a real effort to do as much as Gen- 
eral Eisenhower feels that they ought to do, it seems to me that we 
ought to hold back on all kinds of aid, retarding it until they perform. 
Using Mr. Hoffman’s words yesterday, we should ‘‘follow the dollar”, 
and [ think he also said ‘guide the dollar’ to make sure that we get 
the full value out of it. I believe that we have got to make this 
program really a mutual thing. 

And one other thing that I wish to emphasize is the business of 
using the so-called economic aid—that is, the dollar aid—to develop 
their production of parts. If we supply this enormous amount of end 
items from the United States, and then have to continue to service 
them from the United States, produce the parts and send them over, 
it is a continuing liability. Certainly, they ought to be able to take 
that over themselves. 

Mr. Barrie. As a matter of fact, we have some very able men who 
are working on that very problem, and they are going to be before 
this committee. Is that not right, Dr. Judd? 

Dr. Jupp. I hope they are going to be before us, with better 
answers than they had over there. 
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Mr. Barrie. Well, they are working on the particular problems, 
and they are scheduled to come before this committee. 4 

Mr. Merrow. I am glad that you said you would use the power 
of the purse strings to bring about greater economic cooperation, 
leaving aside the political issue. 

Mr. VoorHess. Yes, sir. 

Mrs. Ketuy. I have a special interest in Mr. Voorhees’ appearance 
before this committee, not only because of his civic interest but he 
comes from Brooklyn, my home town. 

I want to ask a question. Have you an organization chart ot your 
plan? 

Mr. Voorners. We have not put it in organization chart form. 
I will try to, if you wish, and it would be relatively easy to do, | 
think. I could only do it generally, of course, as the detailed organiza- 
tion would have to be worked out later. 

Mrs. Keury. I agree with Mr. Vorys that your proposed set-up is 
more or less a reorganization of the State Department, and I would 
like to have the committee turn to pages 17 and 18 of your statement. 

In that, on page 17, you claim that the present ECA organization 
would be the core of the new set-up, and then, under the next para- 
graph: 

The Administrator would necessarily carry on his function of the budgeting, 
programing, and actual application in both political, military, financial and 
economic fields. 

Now, does that not assume the policy function of the State De- 
partment? 

Mr. Vooruers. Well, the statement there says: 

The Administrator would necessarily carry on his function of the budgeting 

programing and actual application of this aid within the four corners of the 
established policies of the Government. 
That is a lawyer’s phrase: “Within the four corners.” It means 
subject to the established policies of the Government—“political, 
military, financial and economic.” In other words, the theory, as | 
understood it, as we have all understood it, of the ECA Act, was that 
the State Department handled the foreign policy; that the ECA 
Administrator conducted the operations of applying the aid, and that 
he had to do that in accordance with—or, as we phrased it, ‘‘within 
the four corners of”—the foreign policy of the United States. 

In section 105 of the ECA Act, (a), which defines the functions of 
the Administrator, they are ‘to review and appraise the requirements, 
to formulate the programs, to provide for the efficient execution of the 
programs, and to terminate the programs.’’ Those are the main 
things. 

Then the act provides that, in order to strengthen and make more 
effective the conduct of the foreign relations of the United States, 
the Administrator and the Secretary of State must keep each other 
currently informed, and whenever the Secretary of State believes that 
any action or proposed action is inconsistent with the foreign policy 
he shall take it up and, if he cannot adjust it satisfactorily, bring 1 
immediately to the President for decision, and so forth. 

Those were the provisions which Mr. Hoffman referred to yesterday, 
which have worked successfully. And it is our belief—similar to the 
comment that the Hoover Commission made—that State would set 
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the policy but that the actual operation of such a program would, 
subject to such policy, be done by a separate agency. 

Mrs. Ketiy. With your knowledge of the office of the Secretary of 
the Army, would this organization be acceptable to the military? 

Mr. Vooruess. I think you could go to the Pentagon and get all 
kinds of different views. I have discussed it with General Marshall 
and with Mr. Lovett. I would not purport to quote their views about 
it. There is a strong feeling in the Defense Department and a natural 
feeling, and one that I share, against a civilian Ministry of Munitions, 
as the Defense Establishment feels it should do its own procurement. 
But we propose here that the Defense Department would continue 
the military procurement, and there is no intention of interfering with 
that at all. 

The things which I think the heads of the Department are probably 
most interested in are that the Defense Department would continue 
the procurement, that it would determine the security factors as to 
what could be produced in Europe, and the specifications and quanti- 
ties. This would be worked out jointly between the Defense Depart- 
ment and the NATO organization. 

Mrs. Ketuy. Under this plan, then, we, as members of Congress, 
could point to this Administrator if anything went wrong in either 
the military—not planning or carrying out of the operations in 
Europe—or the ECA set-up? 

Mr. Vooruess. I do not think that you can centralize responsi- 
bility to quite that extent. I think every Department would have to 
do its part to make any program work. Iam sure, however, that the 
relationship between such new administrator and the Defense Depart- 
ment would be essentially the same as it is now between State and 
Defense. For State now in effect has the appropriation, and turns it 
over to the Defense Department to procure. That should be done in 
the same way from the Administrator to the Defense Department as 
to United States procurement. 

Dr. Jupp. Continuing that, does not the present act—I do not have 
it here before me—say that the Administrator shall have access to 
the facilities of the various Government agencies by writing a letter 
to the head of an agency and asking him to make them available, if 
possible, within the limits of his other responsibilities, or something 
like that? 

Mr. Voorners. Yes. He can call on the other departments of 
Government for assistance and so forth. That was to prevent, as 
Senator Vandenberg worked it out, a duplicating set-up. 

Dr. Jupp. And the Defense Department would like to have all this 
procurement coordinated, because then it can better program its own 
needs without having ECA go in, for instance, and buy an awful lot 
of stuff from a given factory which would deprive our own Defense 
Department of the products of that factory, and throw a whole pro- 
gram out of balance? 

Mr. Voorners. You could not possibly do the thing by having 
ECA conducting separate United States procurement. 

Dr. Jupp. Is there not this other reason for separating the two 
agencies, in addition to the fact that the two functions, policy and 
operation, are different functions. The State Department was set up 
for one sort of function, and its personnel is chosen and the conditions 
of employment are based on that. The seniority rule and the long 
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tenure that operate in the old-line agencies do not apply to the ECA 
sort of an operation nearly so much. If you put it under State, would 
you not inevitably have two teams within the State Department? 
In fact they have two already, sometimes quarreling a little bit, the 
Foreign Service officers and the rest of the personnel. And here you 
would have a third body of employees in State with different terms 
of service and different conditions of recruitment and employment, 
and in fact a different character of person. It seems to me that this 
would greatly complicate the frictions and magnify the difficulties 
within the Department, and would not help the program. 

Mr. Voorners. If I understand your statement correctly, | 
thought that that was what the Hoover Commission had in mind in 
emphasizing that the State Department should have the policy func- 
tion, and that these operating functions should be carried out in other 
ways. 

Now, I had quite an extensive experience in that kind of operation 
when the Army had charge of the occupied areas. Certainly the 
occupations of Germany and Japan, and for a long time Korea, were 
a terrific operational responsibility with all kinds of implications for 
foreign policy. As to them clearly our foreign policy had to be laid 
down by the State Department, but equally clear the State Depart- 
ment could not have done the job of running the occupation of Ger- 
many and Japan. We are talking about arming Germany and Japan 
in these days, and I| think if a pretty good job had not been done over 
there by our Army administrators in Germany and Japan, we would 
not be talking about those things. 

Dr. Jupp. I merely want to bring out that there were some sound 
organizational reasons for this separation. 

Mr. Vooruess. I personally believe that what was developed for 
the ECA program was sound organization—proved by the fact that 
has it worked well. If we have something that has really worked well 
and we have got a similar job, why don’t we use the same kind of 
organizational relationship with State for the new and larger program. 

Dr. Jupp. Now, on the matter of production abroad, I brought 
this up at a meeting of the whole production staff for Western Europe 
at a meeting in Paris, and I said exactly what you have said: An 
airplane or a tank or other complicated piece of machinery, has major 
parts which must be built here, but some other parts can be built 
just as well over there. Why can we not make what we need to 
make, and have the others being made over there and we send them 
over ours to be assembled there, and with cheaper labor on the whole? 
Our own Army objects to that, because they do not want to be 
dependent on anyone else. They want to be completely self-sufficient 
when it comes to weapons that we are going to use, and they do not 
want to have to get any part from some foreign country. 

Mr. Vooruees. Let us not carry it to the extent of equipment for 
the United States forces, although some of that might possibly be 
done. But let us carry it to the forces of our allies.. In this joint 
European army, we are only talking about 6 United States Divisions, 
and we are talking about a 35-division army, or something like that. 
It is equipping those divisions of our allies about which I am pri- 
marily talking. 

Dr. Jupp. Does your experience in the Defense Department con- 
firm this observation, that Defense naturally thinks in terms of winning 
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battles and it wants to get whatever it needs most quickly and most 
efficiently. And the easiest way is to get American plants and per- 
sonnel to do it and by and large you have to crowd them all of the time 
to turn anything over to anybody else. Is that not right? 

Mr. Vooruess. In general I think that there is much in what you 
say. 1 worked with the Defense Department personnel, military and 
civilian, in various capacities for a long time, and I have great respect 
for them. But their function insofar as procurement is concerned is 
procurement for American military forces. What they know how to 
do is to place contracts with American factories. It is not part of 
their ordinary business to go out and place a lot of contracts in 
Europe and it is naturally hard to do. Placing such orders is part of 
the economic assistance to Europe and so related to the ECA function, 
and we have not, | believe, had a sound organization to promote that 
sufficiently. That is what we are trying to urge should be done. 

Dr. Jupp. That is one place where the civilian part of the Govern- 
ment like the Congress properly should use influence, because we have 
got to think not just of supporting the Army, we have got to think of 
maintaining the type of society we want the United States to be. 
In many situations I do not think it is interfering in their affairs to 
constantly keep emphasizing and urging that they move in that 
direction. I remember that when they went into Greece to help 
defend it against the Communists, and it would have been much 
easier to ship over American boys to do it than to train and supervise 
Greeks, we had the darnedest fight to keep tht limitation on American 
personnel, because one, the harder way but the better way was to 
have it done by Greeks, whom we assisted and trained, and two, if 
we defeated the Communists but not through the Greeks, there would 
be a vacuum when we left. If the Army had had its way, it would 
have shipped over a few American divisions and finished it right off. 
That would be the quickest way for them to achieve the mission 
assigned to them, but we have other missions that we must keep in 
mind. 

Mr. Voornees. We had got a political and long continuing objec- 
tive aside from just the immediate military one. 

Chairman Ricwarps. I just wanted to say, Mr. Voorhees, that Mr. 
Herter was very much interested in this problem, and had hoped he 
could be here tonight. I do not know whether you heard about his 
only sister being very ill in California, and he had to leave this after- 
noon by plane. 

Mr. Vorys. I wonder if we could have Boyd arrange to send some- 
thing from the committee. 

Chairman Ricuarps. I know that will be satisfactory to the other 
members of the committee. 

Mr. Furiton. The question on setting up the new organization, is 
whether it is a permanent organization or a temporary organization. 
If it is going to be a longtime organization, we must then look to see 
what functions of it are temporary in nature. Next, if we look to 
see what functions are temporary in nature, they should be then 
minor functions of the organization and not major. In the policy 
and administration of the organization we should take that into 
account. 

So looking at this problem, if we combine then the military pro- 
curement program with the dollar or economic aid to these countries, 
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we will find that it is probably going to be a major program of eco- 
nomic aid and a very short term program of aby procurement, 
I am sure it is not the intention of this committee to keep up a repair 
parts system and supply organization going, and we want. thiese 
countries finally to stand on their own feet in a joint defense effort. 

If we look at the program for economic aid, we see that merging 
into a point 4 program finally and emerging from the purely military 
aspects of the current economic program. 

If that is the case, then I wonder whether we are not becoming 
subject to the criticism on this merging of the administrations into 
one, that this is actually dollar military diplomacy, a combination 
of the two. Does that seem to you to be a good line of reasoning 
arriving at possibly a basis for a bad propaganda statement? 

Mr. Vooruegs. With great respect, I do not think it is subject 
to that criticism. We are now through the State Department, 
through transfer of funds to the Defense Department, procuring 
military end-items. That may be dollar diplomacy but it is one of 
the soundest pieces of diplomacy that we have ever engaged in to 
give military aid to these nations. The organization which we are 
talking about would not have to have any more people than the 
State Department now has to do that work because the United 
States procurement would still be done entirely through the Defense 
Department. 

Now, I would hope that this program of military procurement as | 
envisage the picture would be a 2 to 3 year program, and then that 
part of it would be through. That would mean that the Defense 
Department would not be placing further orders for that purpose in 
large amounts. But by that time, you would have real divisions, 
really equipped. Equipping a division is a capital item. You do not 
have to do that every year. You would for that time have the Euro- 
pean economy further restored and have partners with confidence in 
a real defense there, so that these people would believe that they could 
stay free. 

Mr. Futton. Now, may I give two points without asking you for 
your answer now. In your statement on foreign aid at the bottom ol 
page 18: 

At the country level the relationship with the State Department would 
through the Ambassador, and with the Defense Department through the loca 
military mission. 

I think that is a divided responsibility. I do not think it would work 
because it is on two various levels. One is a policy level and the othe 
is a purely lower administrative level. 

Then, at the bottom of page 18, you say: 


In view of General Eisenhower’s international position any formal participatio: 
by him or his staff in the unified administration would appear impracticable. 


I would disagree with that. 

And then again reading over to that paragraph when you say: 

But a primary function of the administrator should be (a) to see that Genera! 
Eisenhower is kept currently supplied with information as to the budgeting 
programing and execution of the provisions for aid in the NATO area, and t 
satisfy General Eisenhower in his administration of these matters. 

I do not think that you can divorce him that much from participa- 
tion in administration. 
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In conclusion, could I say to you that I agree with my good friend 
Carroll Reece. I believe your committee misuses the word ‘‘political”’ 
in your statement, which is the source of his difficulty. You are not 
close in your definition of political, because its first meaning is, per- 
taining to politics, that is the conduct of government. The second 
meaning is pertaining to settled form of organization. Thirdly, it 
means pertaining to the organization of parties and individuals to 
bring pressure on those who control the matters of state, and fourthly, 
it means partisanship practiced by politicians in their parties. And 
your committee, I am afraid, have adopted that fourth meaning sev- 
eral times when you could ‘have used any one of the other “three 
meanings. 

For example, on page 2, you say, “We believe a national program 
divorced from political considerations,’ and so forth. In describing 
this program, without further description as to your intention, the 
word “‘political” is meaningless. If you mean that it is a national pro- 
gram divorced from partisanship or partisan pressures, that is a differ- 
ent thing. But if it is divorced from the conduct of Government or 
divorced from a settled and orderly organization, it becomes a mean- 
ingless statement. I do feel then that with that criticism you should 
look your statement over to find just what you meav when you are 
talking of program and political approach. 

Mr. Voornees. I would like to say that I think that your criticism 
of our phraseology in using the word ‘political’ is very well taken, as 
Mr. Reece’s was. We used the word “political” in what I believe you 
described as the fourth sense of the term. We did so perhaps inac- 
curately, and have no pride of authorship over the words. I would 
be glad to accept the correction, and make the change you suggest. 

The main thing that we had in mind was this, that as a group of 
citizens we did want to have it very clear that we were not seeking 
anything for ourselves in this work; that we were trying to be non- 
partisan, I think perhaps that is a better word, that we were trying 
by nonpartisan activities to seek bipartisan support of these measures 
which we believe are necessary for our national survival. 

Mr. Futron. What would you think would be the effect of a 
limitation of the State Department solely to a policy making consul- 
tative organization as distinguished from an administrative agency 
carrying anything out? Do you not think it would all end just in a 
debating society? 

Mr. Vooruess. I do not think its broad powers should be reduced 
at all. I am urging that they should be continued just as they are, 
and as they have been while ECA was doing the operating job on 
foreign aid. 

Mr. Futron. Why could not you just expand the present ECA 
organization under a different name? 

Mr. Vooruess. That is essentially what we are recommending here. 
But it would take in the MDAP personnel who are now in the State 
Department, although I do not believe they belong there, and the 
point 4 personnel now in the State Department- -although 1 do not 
believe they belong there. 

Mr. Futron. You could not do it without taking the MDAP and 
point 4 people from the State Department? 

Mr. Voornres. That is what I suggested. 

Mr. Futron. Thank you. 
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Mr. Hays. Applying your principle of administration to agriculture. 
you would not disturb the service that is rendered, for example, by 
Col. Stanley Andrews in the Foreign Agricultural Relations Divisioy 
and that would continue in pretty much the same status, would it not? 

Mr. Voornees. Absolutely. I had a long discussion with Colone! 
Andrews just 3 or 4 days ago, and of course he worked very, very 
closely with us in the Army on occupied areas problems. His function 
is giving advisory guidance. That is just the kind of thing that thy 
ECA Administrator was authorized to call on other departments for 
Such aid is absolutely invaluable and should bé continued as to any 
foreign-aid program. , 

Mr. Hays. It occurred to me that that was a good illustration. 

Mr. Voorners. What the Department of Agriculture did in its 
advice and aid, in enabling the Army to succeed with its occupation of 
Germany and Japan is a great chapter which has not been written. 

Mr. Hays. And it could become operational through loan of per- 
sonnel. 

Mr. Vooruess. Oh, yes. 

Mr. Hays. But still under the Agriculture Department. 

Mr. Vooruers. Stanley has various people now on loan in con- 
nection with our foreign aid, particularly in the underdeveloped 
area programs. 

Mr. Hays. That is all. 

Mr. Reece. Your committee is composed of some very eminent 
citizens, and it has a very patriotic and fine purpose to which it has 
contributed a great deal, but it occurred to me as to how the com- 
mittee is financed. 

Mr. Voorness. I would be very glad to tell you, sir. It was 
formed following my telling Dr. Conant something of the problems 
that I knew of of almost a vear ago of the defense of Western Europe. 
This was just as dangerous a situation before Korea, let me say, as 
it was after Korea. He felt that it would be useful to organize such 
a committee as a citizens group. I told him if he would furnish the 
distinguished leadership, which he could if he thought seriously 
enough of it to do that, that I would be glad to contribute my services, 
and do the pick and shovel work. No member of the committee 
receives anything in the way of compensation at all, so that the costs 
have not been so great. The committee has probably received 
altogether something like $80,000. of which its members have con- 
tributed or underwritten something over half, considerably over half. 
It never has made any public appeal for money. We have privatels 
asked individuals to contribute. That has been the way it has been 
financed. 

The expenses have been very modest, and we have felt that we 
should keep them modest. And every expense that we have has 
been reported to the Congress. You have got it down here. 

Mr. Reece. I assumed that was the case but I thought it would be 
well to have that information on the record. 

Mr. Voornuers. I am very glad that you asked the question. 

Mr. Reece. There is no contribution from any foreign source. 

Mr. Vooruers. Of course not, sir. These have been solely con- 
‘tributions from a relatively few patriotic Americans outside the com- 
mittee, and the members of the committee themselves. 
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Mr. Reece. You have done considerable research work in connec- 
tion with your association with this committee, and you had very 
prominent connections with the Government over a period of years 
in which you have rendered very fine service, which leads me to dare 
to ask this question: Six years ago we had won a complete and over- 
whelming victory. We had probably the greatest military machine 
in all history. We produced more material and supplies than all 
other nations combined. We stood at the pinnacle of fiistory. All 
of the leading nations looked to us for support, many of them for 
inspiration and some for guidance. 

Today that position is more dramatically reversed than has been 
illustrated, I think, during any period of history. Civilization itself 
is endangered and our own security is threatened, and we now stand 
cringing, figuratively, before the threat of the nation which a few years 
ago was largely depending upon us for its own existence. 

Now, what policies do vou think we have followed or what policies 
have we failed to follow which have brought about this striking re- 
versal in position? 

Mr. Voornesrs. Well, that is a pretty large question. But I think 
that we Americans have been accustomed to expecting to be able to 
live at peace; that when war was brought to us so that we could not get 
away from it, we then each time threw everything we had into it, ex- 
pecting to be able to win a victory quickly and then go back to our 
ways of peace. We did this in and after World War I, and after World 
War II. What was done each time represented the wish and the then 
eurrent spirit of the American people—to bring the boys home and 
throw the equipment anywhere. We left it to rot because our people 
would not be satisfied to leave the boys there. 1 had nothing directly 
to do with that at that time, except some matters relating to the care 
of our ill and wounded as they came back. But I saw the situation 
there in the Pentagon. It was simply overwhelmed by the wish of the 
American people to demobilize and get the boys back. It was un- 
questionably a colossal mistake. 

One of the most interesting statements of it, you perhaps have seen 
it, was Jimmy Reston’s article in the New York Times last Sunday, 
where he said that the normal procedure would be to have the victory 
and then the celebration and then the hangover, but that the Ameri- 
cans frequently wanted to change the order and have the celebration 
before the victory, and if this occurred, then the hangover became 
much greater. And longer lasting, and that that is what we are having 
now. 

Mr. Rercs. None of us have svmpathy with the fact that we 
demobilized too rapidly, but I do not feel, however, that that respon- 
sibility ought to be put on the American people or on Congress. In the 
first instance, the military has as its primary responsibility the security 
of the Nation. The military is in being and lives for one purpose, and 


‘ . . + . . . 
that is to guard the security of the United States of America at all 


hazards, the hazard of their lives and the hazards of their reputation. 
That is its one great purpose and responsibility; it should have taken- 
the responsibility of urging the course which lit thought best safe- 
guarded our interests. 

But, anyway, does the mere fact that we demobilized too rapidly 
account in itself for this tremendous rise’ in strength and position of 
Soviet Russia? 
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Mr. Vooruess. I think so, sir. Russia did not demobilize. Shp. 
continued to build up her strength, and we demobilized, and that js 
what you have today. And then, even at the time the Marshall play 
came, we did not correctly appraise the military danger. We though 
it was a danger principally of subversion. 

Mr. Reece. Then you see no policy that we followed or none that 
we failed to follow that accounts for this reversal in position except 
the fact that we demobilized too rapidly despite the fact that throug) 
concessions we permitted Russia to gain control of more than a third 
of the earth’s surface, including strategic areas, and at the same time 
gave it much strategic material for its war machine. 

Mr. VoornHees. We wanted peace, and thought we had peace, an 
we went off to the races. 

Chairman Ricuarps. When you say “we,” you mean the United 
States, the American people, and the Congress of the United States 
and the Democrats and Republicans, with just a few exceptions; js 
that right? 

Mr. Vooruess. All of us, everyone of us. 

Dr. Jupp. That just isn’t so. There were plenty of people shouting 
from the house tops not to do it, and we were called warmongers. 

Mr. Voorness. Personally I think it was an overwhelming surge 
of emotion to get back to the comfortable ways of peace, and I do not 
think it could have been resisted. 

Chairman Ricwarps. You have run over there a little, Mr. Reece. 

Mr. MansrFiEtp. May I make a statement? 

Mr. Reece. May I interject just one statement. Really I woul 
not attempt to infer that so far as the anxiety to get the boys home 
was desired that it arose in any one party more than the other; it was 
just a frailty of human nature. But | think the responsibility for 
resisting whatever impulse manifested itself along that line lies 
primarily with the military. The military does not give in either in 
battle or in peace when the security of this Nation is involved. As 
I said a while ago, that is its purpose and that is its responsibility 
when the security of our Nation is involved. Thank you very much. 

Mr. Mansrievp. Mr. Chairman, I want to say something in that 
respect. As one Member of Congress who received a lot of letters 
from the men overseas, and from their parents and their relatives, 
I am just as much to blame in my capacity as the military was in its 
capacity because I did what I could to bring the men home. It was a 
mistake, and I hope I will never do it again. But I recall people on 
the floor, Democrats and Republicans alike, who yelled for demobili- 
zation to get the boys home, and it was the worst mistake we ever made. 

Mr. Barrie. May I make a remark? 

Mr. Jupp. Of course, you are here 5 years late, Mr. Voorhees. 
You did not organize until last fall, and there were people who wer 
worrying and warning about this danger since 1946, particularly 
the so-called China lobby. What it predicted is precisely what hap- 
pened. I am grateful for the help you are now giving those who 
have been on the firing line so long on that menace. 

Now, I want to emphasize what two or three others have mentione(, 
the hope that you yourself or your group will produce not only 4 
diagram of the organization you think will be most effective, but 
being a good lawyer and probably a good draftsman, it would b: 
helpful if you could give us a draft of the legislation that would be 
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necessary, amendments of the ECA Act, to carry out the kind of 
modifications you believe would be most effective. 

Mr. Voornees. We are working on that, but we had thought it 
might appear presumptuous to present it unless somebody asked us 
to do it. 

Chairman Ricwarps. I also asked for the same thing. 

Dr. Jupp. Mr. Chairman, I did not bring the question up earlier 
because you were not here but yesterday when Mr. Hoffman was 
testifying, you asked this question which he referred to Mr. Voorhees 
but there was not time for his answer. You said, ‘“‘Should he say so 
many of these end items should be manufactured abroad and so many 
in this country? Should he have authority to that extent?’”’ And 
Mr. Hoffman said, ‘‘ Mr. Voorhees knows more about that than I do.”’ 

Could you elaborate on that now, Mr. Voorhees? 

Mr. Voorners. If he had the appropriation which he would turn 
over to defense for the procurement here, he would at the same time 
of course try to see what could be done with production in Europe, and 
he would be the one who could find out what production could be 
carried on there. But you would have to rely on defense for the 
requirements, quantities, and specifications, and if the Administrator 
were himself actually placing any orders abroad, probably defense 
would have to place the orders. But you might not have to do it by 
the United States directly placing the orders. You might be able to do 
the thing by furnishing the dollar aid for the specific purpose and 


letting the foreign country place the order. This would be more 
compatable with its sovereignty. But the Administrator could use 
this power to get the production going there, through utilizing the 


stimulus of the aid. 

I think the thing which is most unsound now is the rigid bifurcation 
of the program into military and economic aid, under which we try 
to make a determination in advance of something which we cannot 
intelligently do in advance. Instead, it should be put on a basis where 
one man could estimate the total amount of total aid which is necessary 
for a country. If we treat it as two separate things, it involves 
incalculable waste. 

Dr. Jupp. Would not it be advantageous for him to be able to 
shift from the economic to the military, and vice versa, depending on 
needs, as cannot be done if the organizations are separate? 

Mr. Voorners. It seems to me just a common business sense. 

Dr. Jupp. I have one other question. One of our ambassadors 
overseas said that he felt that we ought not to make a change in this 
ECA organization until the stated time for its expiration, June 30, 
1952. He gave two reasons. One was that ECA has become a 
symbol to the people of Europe of our interest in their economic and 
social well-being and living conditions. The Communists on the 
other side have always said that is a propaganda facade up in front, 
and America is not really interested in you Italians, she is interested 
in military operations against her rival, the Soviet Union. They 
have not convinced many people that ECA was a blind for giving 
assistance to the military. 

If now, as you rightly say on page 2, this economic aid should be 
largely in support of military purposes, do you think that the advan- 
tages of using ECA openly and avowedly for military purposes would 
be sufficiently advantageous to offset the disadvantages, propa- 
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gandawise, that are certain to come from the Soviets being able to 
say, “Just as we told you all of these vears, it was always a phony.” 

Mr. Voorners. Whatever you do the vy will use it for propaganda 
What we need is to have the best organization to get the best results 
as fast as possible, and this is the business way to do it. 

Dr. Jupp. This is the ambassador in a country where they haye 
got the Commies on their doorstep all of the time, and we do no! 
want to do anything to increase their effectiveness and influence jy 
that country. 

Mr. Voorueess. It is a factor, but the biggest need that there is js 
to have strength, and as soon as these nations find that they haye 
strength, then we will have a different stor V. 

Dr. Jupp. I agree with you and that is why I wanted you to say 
it on the record. 

Mr. Voornees. Thank you very much. 

Chairman RicHarps. You have made a very able presentation, 
Thank you. 

Mr. Voorners. Thank you very much. 

Chairman Ricuarps. Col. Robert E. Rodes is the next witness. 

You have a pretty long statement here. Do you want to read that 
statement, or would you prefer to file it for the record and touch on 
certain points and high lights of it? You may do it whichever wa, 
you wish. 

CoMMITTEE ON THE PRESENT DANGER, 
Washington, D. C., August 3, 1951. 
Hon. James P. Ricuarps, 
Chairman, Committee on Foreign Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Ricwarps: Pursuant to your request, we have prepared and submit 
herewith a suggested draft of a bill for foreign aid. Accompanying this is a 
brief explanatory memorandum and also a chart showing the Washington organi- 
zation under such a bill. 

We are working upon and will submit separately next week a chart of a pro- 
posed United States organization in Europe to carry out the purposes set forth 
in the proposed bill. 

The annexed proposed bill is in general consistent with, and certain of th 
provisions are identical with, the proposals introduced yesterday in the Senat 
by Senators Smith and Saltonstall. 

Thirty-five copies each of the bill, the memorandum, and the chart are trans- 
mitted herewith to provide a copy for each member of the committee and severa 
for the staff. 

Subject to intermittent absences from the city, I am, of course, availabl 
should you feel that I can be of any further assistance. 

Sincerely yours, 
Tracy 8. VoorHEEs, 
Vice Chairman. 


COMMITTEE ON THE PRESENT DANGER, 
Washington, D. C., August 3, 1951. 


MeMoRANDUM AccOMPANYING Drarr oF ForrerGnN Arp BIL. 

The chairman of the House Foreign Affairs Committee and certain members of 
the committee asked that we draft a bill embodying the reeommendations made 
in the testimony of members of the Committee on the Present Danger on the sub- 
ject of Foreign Aid. For this purpose, the committee retained as special counse! 
Mr. Gerald D. Morgan because of his long experience in the drafting of legislatio1 
The proposed bill is submitted herewith. 

The bill provides for a unified administration of foreign aid patterned in general 
upon the type of organization provided for in the Economic Cooperation Act 
The proposed relationship of the Administrator to the Secretaries of State and 
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Defense is, therefore, similar to the relationship of the ECA Administrator to 
State. 

The bill would transfer to a Mutual Security Administrator the powers and 
functions now exercised by the ECA Administrator and by the directors of the 
Mutual Defense Assistance Program and the Technical Cooperation Program. 
It also deals similarly with the Institute of Inter-American Affairs. 

The bill would terminate the ECA as such. However, it would transfer all of 
ECA’s property, positions and personnel to the new Administration, subject to 
the right of the new Administrator within 90 days to release any personnel not 
required. In this way, the ECA personnel in this country and abroad, including 
the special missions, would, without new Civil Service processing, retain their 
positions—except those found unnecessary. 

The provisions for coordination with the Secretaries of State and Defense 
follow the provisions for coordination between the ECA Administrator and the 
Secretary of State in the Economic Cooperation Act. These have worked so 
successfully that no dispute has ever had to be taken to the President for decision. 

The bill would provide for a United States special representative in Europe 
and for special missions in the countries receiving aid. These missions would, 
in turn, be assisted by military advisory groups. The chief of each such special 
mission would rank, as the chief of the ECA special mission has ranked, imme- 
diately below the Ambassador to the country. 

The procurement of military items would be through the Department of 
Defense. The Administrator would determine, with the concurrence of the 
Secretary of Defense, the measure and forms of aid for military purposes necessary 
for the respective countries. 

The Administrator would, for the countries receiving aid, be the claimant 
agent for United States materials and facilities which are allocated for export 
by United States Government agencies. If allocations are made on an over-all, 
instead of a country-by-country basis, for the countries receiving aid, the Admin- 
istrator would make the suballocations among such countries. 

Consolidated bilateral agreements with each recipient country are provided for.! 
These would include—where applicable—the provisions of the ECA bilateral 
agreements and the Mutual Defense Assistance bilateral agreements. They also 
would contain certain additional provisions. The latter include the substance of 
the Battle bill, just passed by the House, dealing with limitation of trade with 
Communist areas. Provisions for deposit of ‘‘counter part funds’’ are made ex- 
cept as to aid furnished in the form of military end-items. 

There is a new provision for termination of assistance. 

In title II, dealing with authorization of appropriations, the amounts are not 
divided, as was the President’s request, into ‘“‘economie aid” and ‘military aid,’’ 
but are divided on an area basis. This is because in the European area aid to 
most of the countries is for a military purpose, and whether it is so-called ‘‘eco- 
nomic” or so-called ‘‘military”’ aid is a question solely of method not of object. 

The aggregate amount of appropriations which would be authorized in this bill 
is identical with the amount requested by the President and which would be 
authorized in the Administration bill (introduced in the Senate as 8. 1762). 

Military aid for Greece and Turkey has been transferred to the authorization 
for Europe. The authorization for Europe now includes the $5,293,000,000 for 
“military aid’? and the $1,675,000,000 for “economic aid’”’ for Europe from the 
Administration bill, plus $350,000,000 (estimated)? of military aid for Greece and 
Turkey. The later figure is transferred from the authorization for the Near East 
and Africa contained in the Administration bill. Aid for the European area 
would thus total $7,318,000,000. 

The authorization for the Near East and Africa includes $65,000,000 for ‘‘mili- 
tary aid”’ (the $415,000,000 included in the Administration bill less the $350,000,- 
000 transferred to Europe as above explained) and $125,000,000 for ‘economic 
aid” (as provided in the Administration bill). This makes the total figure 
$190,000,000. 

The Administration bill provides that not to exceed 10 percent of the $415,000,- 
000 authorized for military aid to Greece, Turkey, and Iran may be used for 
military aid to other Near East areas. Since Greece and Turkey are now included 
eel 

Because of the broad experience which the present United States special representative in Europe ha 
had with the administration of counterpart funds, we took advantage of his presence in Washington to 
consult with him as to this technical aspect of the bill. 

? The estimate for military aid for Greece and Turkey is derived from an analysis of past programs, since 
pda I aceamaae by the State Department that the exact amount presently requested for this purpose is 
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in the aid for Europe in the annexed bill, the form of such provision is chanzed to 
permit a transfer of not to exceed $50,000,000 from Europe for Near’ East areas. 
Tracy 8. VoorHeszs, 
Vice Chairman 


A BILL To promote the foreign policy and provide for the defense and general welfare of the United States 
y furnishing assistance to friendly nations in the interest of international security. 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the ‘‘Mutual Securit, 
Act of 1951’’. 

FINDINGS AND PURPOSES 


Sec. 2. (a) The United States, dedicated to the purposes and principles of 1} 
United Nations Charter and to the promotion of peace and security in furtheran 
thereof, has heretofore joined with, and rendered assistance to, other countries s 
dedicated in programs of economic support and recovery, notably a program for 
European recovery to restore and maintain in Europe the principles of individua! 
liberty, free institutions, and genuine independence through the establishment of 
sound economic conditions and stable international economic relationships. Thy 
United States has likewise joined with, and rendered assistance to, other suc 
countries in programs of individual and collective self-defense against the threat 
of military aggression and internal subversion. The United States has further 
initiated programs of technical assistance to, and promotion of capital investment 
in, economically underdeveloped areas to enable such areas to develop their re- 
sources and improve their working and living conditions. An essential element 
of all of such programs has been the principle of continuous and effective self-help 
and mutual aid. 

The Congress hereby finds that the existence of large military forces under the 
control of aggressive rulers hostile to freedom, and the proven readiness of those 
rulers to support and engage‘in open military aggression as well as political sub- 
version against free peoples, constitute an ever-increasing threat to the security 
and independence of the United States and of the free world. 

Except for the necessity of intensifying and accelerating the program of indi- 
vidual and collective self-defense in the North Atlantic area because of this in- 
creased threat, the necessity for continued economic assistance to countries of 
Europe would in most areas have terminated. The increased threat to the se- 
curity and independence of the nations of the free world, however, has made 
necessary the continuation of both the Mutual Defense Assistance and economic 
programs, and has in large measure bound together the originally separate pur- 
poses of each into a single purpose—to help create or restore in the free world thx 
strength and security required to prevent aggression and to achieve a stable and 
lasting peace. 

(b) It is the purpose and policy of this Act (1) to provide for the continuatio: 
of the Mutual Defense Assistance Program and to provide such other assistanc 
as may be necessary to render to the countries participating therein economic 
support essential to an increased military effort; (2) to provide for assistance 
necessary to continue the economic recovery of Austria, the Federal Republic of 
Germany, the Free Territory of Trieste, Greece, and Iceland; (3) to continue the 
program of technical assistance and promotion of capital investment in under- 
developed areas of the world; and (4) to furnish such assistance authorized by law 
to devastated areas and to refugees. 

(ec) It is further declared to be the purpose of this Act to reorganize the major 
foreign assistance activities of the United States under a single agency in order 
to promote more efficient conduct and improved coordination of such activities 
with each other and with the foreign policy and national security objectives of the 
United States. 

(d) The purposes of the various foreign assistance Acts heretofore enacted 
and of the various titles therein, shall be deemed to include the purposes of this 
Act, to the extent that they are inconsistent with the purposes of this Act, to be 
amended and superseded by the statement of purposes in this Act. 


TITLE I—MUTUAL SECURITY ASSISTANCE 


ADMINISTRATION 


Sec. 101. There is hereby established, with headquarters in the District © 
Columbia, an agency to be known as the Mutual Security Administration (herein- 
after sometimes calied the Administration”). It shall be headed by an Adminis 
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. 
trator for Mutual Security (hereinafter referred to as the ‘‘Administrator’’) who 
shall be appointed by the President by and with the advice and consent of the 
Senate, and shall be responsible to the President for carrying out the purposes and 
provisions of this Act. The Administrator shall have a status in the executive 
branch of the Government comparable to that of the head of an executive depart- 
ment, and shall receive compensation at the same rate. 


DEPUTY ADMINISTRATOR AND ASSISTANT ADMINISTRATORS 


Sec. 102. There shall be a Deputy Administrator for Mutual Security, ap- 
pointed by the President by and with the advice and consent of the Senate; and 
four Assistant Administrators for Mutual Security, appointed by the President 
by and with the advice and consent of the Senate, one of whom may be a member 
of the Armed Forces. The Deputy Administrator shall receive compensation at 
the same rate as that payable to an Under Secretary of an executive department, 
and the Assistant Administrators at the same rate as that payable to an Assistant 
Secretary of an executive department, except that if one of the Assistant Admin- 
istrators is a member of the Armed Forces he shall receive only such additional 
compensation as, when added to his pay and allowances as a member of the Armed 
Forces, will equal that of the other Assistant Administrators. 


TERMINATION OF AGENCIES. TRANSFER OF POWER, AND SO FORTH 


Sec. 103. (a) Except as otherwise provided in this Act, there shall be trans- 
ferred to the Administrator (1) the powers and functions conferred upon the 
Administrator for Economie Cooperation by the Economie Cooperation Act of 
1948, as amended, and the Far Eastern Economic Assistance Act of 1950, as 
amended; (2) the powers conferred upon the President by the Mutual Defense 
Assistance Act of 1949, as amended, the Act for International Development, and 
the Act of May 22, 1947, except the power to conclude international agreements, 
the power to make appointments by and with the advice and consent of the Sanate 
and such other powers as the President may reserve for exercise by himself; and 
(3) the powers and functions of the Secretary of State under the Institute of Inter- 
American Affairs Act. Sections 5 and 8 of the Institute of Inter-American 
Affairs Act are hereby amended by striking out ‘‘ Department of State’? wherever 
it occurs and inserting in lieu thereof ‘‘ Mutual Security Administration.” 

(b) The following agencies and offices shal! cease to exist: 

(1) The Economic Cooperation Administration and the offices of Admin- 
istrator and Deputy Administrator for Economic Cooperation; 

(2) The office of United States Special Representative in Europe and of 
Deputy United States Special Representative in Europe created by the 
Economic Cooperation Act of 1948, as amended; 

(3) The Public Advisory Board created under section 107 of the Economic 
Cooperation Act of 1948, as amended; 

(4) The Advisory Board created by section 409 of the Act for International 
Development; 

(5) The office created under section 413 (a) of the Act for International 
Development; 

(6) The offices created by section 406 (a) of the Mutual Defense Assistance 
Act of 1949, as amended. 

(c) All records, property, positions, and personnel used primarily in the admin- 
istration of the powers and functions transferred to the Administrator by sub- 
section (a) shall be transferred to the Mutual Security Administration, except that 
any personnel which the Administrator, within a period not exceeding three months 
following the date upon which subsection (a) takes effect, decides not to retain 
shall be retransferred to other agencies of the Government or separated from the 
service, All appropriations, allocations, and other funds that are available or are 
to become available for carrying out any of the powers or functions transferred to 
the Administrator by subsection (a) shall be available for the carrying out of such 
powers and functions by the Administrator. 

(d) Subseetions (a), (b), and (ce) of this section shall take effect on the day 
following the date upon which the Administrator first appointed under this Act 
takes office, or on the thirtieth day after the date of the enactment of this Act, 
Whichever first occurs; except that, if the President makes a nomination (or a 
Tecess appointment) of an individual as the first Administrator during such 
thirty-day period and the first Administrator does not take office until after the 
expiration of such period, the effectiveness of such subsections shall be postponed 
until such Administrator takes office. 
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(e) Notwithstanding the provisions of section 4 (a) of the Bretton Woods 
Agreements Act, as amended, section 101 (a) of the National Security Act of 1947. 
as amended, and section 635 (a) of the Export-Import Bank Act of 1945. a: 
amended, the Administrator shall serve ex officio, for so long as the Mutua! 
Security Administration shall continue to exist, as a member of the Nationa! 
Security Council, the National Advisory Council on International Monetary 
and Financial Problems, and the Board of Directors of the Export-Import Bank 
of Washington. 

INTERAGENCY COORDINATION 


Sec. 104. The Administrator, the Secretary of State, and the Secretary of 
Defense shall each keep the others fully and currently informed on all matters, 
including prospective action, relating to any program under this Act, which are 
pertinent to the respective duties of the others. Whenever any action, proposed 
action, or failure to act on the part of the Administrator appears to the Secretary 
of State to be inconsistent with the foreign policy objectives of the United States, 
or appears to the Secretary of Defense to be inconsistent with national defense 
objectives, and differences of view cannot be settled by consultation with the 
Administrator, the matter shall be referred to the President for final decision. 
Whenever the Administrator believes that any action, proposed action, or failure 
to act on the part of the Secretary of State or the Secretary of Defense is incon- 
sistent with the purposes of this Act and if differences of view cannot be settled 
by consultation with the Secretary of State or Defense, as the case may be, the 
matter shall be referred to the President for final decision. 


ADVISORY BOARD 


Sec. 105. (a) There is hereby created an Advisory Board on Mutual Security 
Assistance (hereinafter referred to as the ‘“‘Board’’) which shall advise and consult 
with the Administrator with respect to general or basic policy matters arising in 
connection with the Administrator’s discharge of his responsibilities. The 
Board shall consist of the Administrator, who shall be the Chairman, and not to 
exceed sixteen additional members to be appointed by the President, by and with 
the advice and consent of the Senate, and who shall be selected from among 
citizens of the United States of broad and varied experience in matters affecting 
the public interest, other than officers and emplovees of the United States (includ- 
ing any agency or instrumentality of the United States) who, as such, regular|; 
receive compensation for current services. Not more than a majority of two of 
the appointed members shall be appointed to the Board from the same political 
party. The Board shall meet at least once a month, and at other times at 
the call of the Administrator, or when three or more members of the Board 
request the Administrator to call a meeting. Members of the Board, other 
than the Administrator, shall receive out of funds made available for the 
purposes of this Act, a per diem allowance of $50 for each day spent away 
from their homes or regular places of business for the purpose of attendance at 
meetings of the Board, or at conferences held upon the call of the Administrator, 
and in necessary travel, and while so engaged they may be paid actual trave! 
expenses and not to exceed $10 per diem in lieu of subsistence and other expenses 

(b) The Administrator may appoint such other advisory committees as he 
may determine to be necessary or desirable in order to effectuate the purposes 
of this Act. 

OVERSEAS ADMINISTRATION 


Sec. 106. (a) There shall be a United States Special Representative for Europe 
(hereinafter called the “Special Representative’’), who shall be appointed by the 
President, by and with the advice and consent of the Senate, and who shall be 
entitled to receive the same compensation and allowances as a chief of mission, 
class 1, within the meaning of the Act of August 13, 1946 (60 Stat. 999), and have 
the rank of ambassador extraordinary and plenipotentiary. In addition to such 
other functions as he may be directed by, or with the approval of, the President to 
perform, he, or such person as he may designate to represent him, shall be the 
chief representative of the United States Government to the Organization for 
European Economic Cooperation, and the representative of the United States 
Government on the Finance and Economic Board and the Defense Production 
Board of the North Atlantic Treaty Organization. He may also be designated 
as the United States representative on the Economic Commission for Europe. 
In matters relating to the carrying out of the purposes of this Act, he shall rece ive 
his instructions from the Administrator and such instructions shall be prepared 
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and transmitted to him in accordance with procedures agreed upon between the 
Administrator and the Secretaries of State and Defense in order to assure appro- 
priate coordination. He shall coordinate the activities of the chiefs of special 
missions in the European area provided for in subsection (e) of this section. - 
He shall keep the Administrator, the Secretary of State, the Secretary of Defense, 
the chiefs of the United States diplomatic missions, and the chiefs of special 
missions currently informed concerning his activities. He shall consult with the 
chiefs of all such missions, who shall give him such cooperation as he may require 
for the performance of his duties under this Act. 

(b) There shall be a Deputy United States Special Representative for Europe 
hereinafter called the “Deputy Special Representative’) who shall (1) be 
appointed by the President, by and with advice and consent of the Senate, 
(2) be erftitled to receive the same compensation and allowances as a chief of 
mission, Class 3, within the meaning of the Act of August 13, 1946 (60 Stat. 999), 
and (3) have the rank of ambassador extraordinary and plenipotentiary. The 
Deputy Special Representative shall perform such functions as the Special 
Representative shall designate, and shall be Acting United States Special Repre- 
sentative for Europe during the absence or disability, or in the event of a vacancy 
in the qffice, of the Special Representative. 

(c) The Special Representative shall be assisted by a joint military advisory 
group appointed by the Secretary of Defense. It shall be the duty of such 
advisory group to coordinate the activities of the military advisory groups attached 
to the special missions (provided in subsection (f) of this section) in the European 
area, to assist the Special Representative in appraising and screening programs of 
United States assistance recommended by the special missions, and to advise the 
Special Representative as to the military capabilities and requirements of all 
countries in the European area which receive assistance under this Act for military 
purposes, or may become eligible for such assistance. 

(d) The President may appoint, by and with the advice and consent of the 
Senate, a Special United States Representative for the Near East and a Special 
United States Representative for the Far East, if required to further the purposes 
of this Act. Such representatives, shali receive the same compensation and have 
the same rank as, and to the extent appropriate, shall perform duties with respect 
to the regions to which they are assigned comparable to those of the United 
States Special Representative for Europe. 

(e) Exeept as provided in subsection (i) of this section, there shall be established 
for each country receiving assistance under the terms of thi? Act, and there may 
be established for any country cooperating in regional economic or military 
programs in support of the purposes of this Act, a special mission for mutual 
security assistance under the direction of a chief, which shall be responsible for 
assuring the performance within such country of operations under this Act. 
The chief of such special mission shall be appointed by the Administrator, shail 
receive his instructions from the Administrator, and shall report to the Adminis- 
trator on the performance of the duties assigned to him. The chief of such 
special mission shall take rank immediately after the chief of the United States 
diplomatie mission in such country. 

(f) The chief of the special mission in each country receiving assistance under 
this Aet for military purposes shall be assisted by a military advisory group ap- 
pointed by the Secretary of Defense, It shall be the function of such military 
advisory group to advise the chief of such mission as to the military capabilities 
and requirements of the country, and to assist in reviewing and appraising 
requests for assistance for military purposes received from the authorities of the 
country. 

(g) The chief of the special mission shall keep the chief of the United States 
diplomatic mission fully and currently informed on all matters, including pros- 
pective action, arising within the scope of the operations of the special mission, 
and the chief of the diplomatic mission shall keep the chief of the special mission 
fully and currently informed on matters relative to the conduct of the duties of 
the chief of the special mission. The chief of the United States diplomatic 
mission shall be responsible for assuring that the operations of the special mission 
are consistent with the foreign policy objectives of the United States in such 
country, and in the event that the chief of the United States diplomatic mission 
believes any action, proposed action, or failure to act on the part of the special 
mission to be inconsistent with such foreign policy objectives, he shall so advise 
the chief of the special mission and the United States special Representative in the 
region to which he is assigned. If differences of view are not adjusted by con- 
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sultation, the matter shall be referred to the Secretary of State and the Adj). 
istrator for decision. 

(h) The Secretary of State shall provide such office space, facilities, and othe, 
administrative services for the United States Special Representative for Pyro. 
and his staff, and for the special missions in each country, as may be agree: 
between the Secretary of State and the Administrator. 

(i) The Administrator may, where he deems it appropriate and with the ap. 
proval of the Secretary of State, direct that the functions of the chief of the speci) 
mission in any country be assumed by the chief of the United States diploma; 
mission in that country. 

Sec. 107. In the case of aid under this Act for a military purpose, the Secretar 
of Defense shall certify to the Administrator, from time to time, the military de. 
fense objectives for recipient countries. The Administrator, in continuing cop. 
sultation with the Department of Defense and with other interested department: 
and agencies, shall estimate the extent to which the recipient countries will, in 1), 
absence of aid under this Act, unavoidably fall short of the objectives so certified 
and with the concurrence of the Secretary of Defense, determine the measure and 
forms of aid which are necessary to enable such countries to accomplish such ob- 
jectives most effectively within necessary time limits. When such aid js in tly 
form of military items or of related technical assistance and advice, the Adminis. 
trator shall allocated to the Department of Defense funds for procuring and fwy- 
nishing such military items and related technical assistance and advice. 

Sec. 108. Notwithstanding any of the provisions of the Defense Production 
Act of 1950, as amended— 

(a) The Administrator shall have responsibility for representing, befor 
the authorities in the executive branch of the Government charged with the 
administration of title I of such Act, the needs of all countries receiving assist- 
ance under this Act, and of such other countries as the President may direct 
for United States materials and facilities. 

(b) Allocations under such Act of United States materials and facilities 
for foreign countries receiving assistance under this Act and for foreig: 
assistance programs in such countries to the extent that they are made on a: 
over-all, and not on a country-by-country, basis, shall be apportioned by | 
Administrator among such countries. 


CONSOLIDATED AGREEMENTS 


Sec. 109. (a) After the date of the enactment of this Act, the powers of t! 
President and the Secretary of State to conclude international agreements i 
furtherance of the purposes of the Act of May 22, 1947, as amended, the Foreiy: 
Assistance Act of 1948, as amended, the Mutual Defense Assistance Act of 1{4! 
as amended, the Far Eastern Economic Assistance Act of 1950, as amended, th 
Foreign Assistance Act of 1950, as amended, the Institute of Inter-America: 
Affairs Act, and this Act shall be exercised, as respects any individual country, b: 
concluding a single over-all agreement with such country (which agreement ma 
be amended from time to time) covering all assistance to be received by that 
country under such Acts. 

(b) The Secretary of State after consultation with the Administrator is directed 
as rapidly as is desirable and feasible, by negotiation with the various foreign 
countries, to bring about the consolidation of all existing agreements with eac! 
such country receiving assistance under any of the foregoing Acts, so that there 
be a single over-all agreement with such country (which agreement ma) 
amended from time to time) covering all assistance to be received by such countr 
under such Acts. 

(c) Any agreement concluded pursuant to subsection (a) or (b) of this sectio! 
shall, where applicable, make appropriate provision for—, 

(1) promotion of production to enable the country to further, t 
maximum practicable extent, the support of necessary military forces anc 
joint programs of economic or military cooperation; 

(2) cooperation with the United States and other nations of the free wor’ 
to control exports to any nation or combination of nations endangering tie 
security of the United States and other free countries to the end that trac 
with such nations will not add to the strength of potential aggressor nation 
relative to that of the free world; to that end placing absolute and effects 
embargoes upon the shipment to such potential aggressors of arms, aml 
tion, implements of war, atomic energy materials, petroleum, transportstio! 
equipment of strategic value, and items of primary strategic significanc' 
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used in the production of arms, ammunition, and implements of war: Pro- 
vided, That the Administrator, with the approval of the President, may 
furnish assistance to a country which permits shipment of items other than 
arms, ammunition, implements of war, and atomic energy materials when 
unusual circumstances indicate that the withholding of aid would clearly be 
detrimental to the security of the United States: Provided further, That the 
Administrator shall negotiate with individual countries and groups of coun- 
tries receiving assistance under the terms of this Act arrangements to control 
exports to any country or combination of countries endangering the security 
of the United States or of other free countries of other commodities the export 
of which, in his opinion, should be controlled; and 

(3) placing in a special account deposits in the currency of such country, 
in commensurate amounts and under such terms and conditions as the 
Administrator may prescribe, in respect of aid furnished to such country 
on @ grant basis pursuant to any of the Acts referred to in subsection (a): 
Provided, That the obligation to make such deposits shall not apply with 
respect to aid in the form of military items or related technical assistance or 
advice furnished pursuant to the Mutual Defense Assistance Act of 1949, 
as amended: Provided further, That the obligation to make such deposits 
may be waived, in the discretion of the Administrator, with respect to 
technical information or assistance furnished under section 111 (a) (3) of 
the Economic Cooperation Act of 1948, as amended, or with respect to ocean 
transportation furnished on United States flag vessels under section 111 of 
said Economie Cooperation Act of 1948, as amended, in an amount not 
exceeding the amount, as determined by the Administrator, by which the 
charges for such transportation exceed the cost of such transportation at 
world-market rates: Provided further, That the obligation to make such 
deposits may be waived, in the discretion of the Administrator, with respect 
to any aid furnished under any of the Acts referred to in subsection (a) other 
than the Economic Cooperation Act of 1948, as amended, or the Mutual 
Defense Assistance Act of 1949, as amended: Provided further, That, in the 
case of deposits meade in respect of aid furnished pursuant to the Economic 
Cooperation Act of 1948, as amended, and the Mutual Defense Assistance 
Act of 1949, as amended, such deposits, together with the unencumbered 
portions of any deposits which may have been made pursuant to section 115 
(b) (6) of the Economie Cooperation Act of 1948, as amended, shall be used 
within such country or otherwise for strengthening military defenses (includ- 
ing the promotion of the production of items required for military defense 
and the development of military facilities); for exploring and developing 
sources of scarce materials; for increasing agricultural and industrial pro- 
ductivity ; for the development of any central institution or other organization 
formed by two or more participating countries to further the purposes set 
forth in section 111 (d) of said Economie Cooperation Act of 1948, as amended; 
for local currency administrative and operating expenditure of the United 
States incident to operations under the Economie Cooperation Act of 1948, 
as amended, and the Mutual Defense Assistance Act of 1949, as amended, 
and for expenditures for materials which are required by the United States 
as a result of deficiencies or potential deficiencies in its own resources (and 
no less than 5 per centum of each such deposit shall be allocated to the use 
of the United States Government for the purpose of such local currency 
administrative and operating expenditures and such expenditures for ma- 
terials) ; and for such other purposes consistent with the policies and purposes 
of the Acts referred to in this proviso as, in the judgment of the Administrator, 
are warranted by special circumstances: Provided further, That, in the case 
of deposits made in respect of aid furnished unger any of the acts referred 
toJin subsection (a) other than the Economie Cooperation Act of 1948, as 
amended, or the Mutual Defense Assistance Act of 1949, as amended, such 
deposits, together with the unencumbered portions of any deposits which 
may have been made under international agreements concluded pursuant 
to such acts, shall be used for projects which are in furtherance of the policies 
and purposes of such acts, respectively: Provided further, That the use of 
such deposits shall in every case be subject to agreement between such 
country and the Administrator, who shall act in this connection after con- 
sultation with the National Advisory Council on international monetary and 
financial problems and the Advisory Board provided for in section 105 (a) 
of this title: Provided further, That any unencumbered balance of deposits 
remaining,upon the termination of aid to such country shall be disposed of 
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for such purposes as may, subject to approval by act or joint resolution of 

Congress, be agreed to between such country and the Government of the 

United States of America. 
The provisions so required, where applicable, to be included in agreements wit} 
recipient countries made pursuant to subsection (a) or subsection (b) shall be j 
addition to the provisions required by the Economic Cooperation Act of 1948, as 
amended, the Mutual Defense Assistance Act of 1949, as amended, the Fa; 
Eastern Economie Assistance Act of 1950, as amended, and the Act for Inter- 
national Development; except that to the extent that the provisions required }, 
such Acts are inconsistent with the provisions required by this section, this sec- 
tion shall govern. 

TERMINATION OF ASSISTANCE 


Sec. 110 (a). The Administrator shall terminate the provision of all or part of 
any assistance authorized by this Act to any country under any of the following 
circumstances: 

(1) when requested to do so by that country; 

(2) when the Administrator determine., after consultation with the Secre- 
taries of State and Defense that (A) such country is not adhering to its agree- 
ment with the United States under which assistance is being furnished, or 
is diverting from the purposes of this Act assistance provided hereunder, 
and that, in the citcumstances, remedial action other than termination wil! 
not more effectively promote the purposes of this Act, or (B) that such as- 
sistance no longer contributes effectively to the purposes of this Act; 

(3) when the President directs such termination upon finding that pro- 
vision of assistance would contravene any decision of the Security Council 
of the United Nations, or if the President otherwise determines that provisio: 
of assistance to any nation would be inconsistent with the obligation of the 
United States under the Charter of the United Nations to refrain fron 
giving assistance to any nation against which the United Nations is taking 
preventive or enforcement action or in respect of which the General Assemb|; 
finds that the continuance of such assistance is unnecessary or undesirable; 

(4) upon passage of a concurrent resolution by the Congress resolving 
that such assistance should be terminated. 

(b) Termination of assistance to any country under this Act shall inelude th 
termination of deliveries of all supplies scheduled under the aid program for such 
country and not vet delivered but funds made available under this Act shal! 
remain available for twelve months from the date of such termination for the 
necessary expenses of liquidating contracts, obligations, and operations under 
this Act. 


TITLE II—AUTHORIZATION OF APPROPRIATIONS 
EUROPEAN AREA 


Sec. 201. In order to further the purposes of this Act in the European area, 
there are hereby authorized to be appropriated to the President for the fiscal year 
1952: $7,318,000,000 for assistance, pursuant to the provisions of the Mutua 
Defense Assistance Act of 1949, as amended (22 U. 8S. C. 1511-1604), and the 
Economie Cooperation Act of 1948, as amended (22 U. 8. C. 1501-1522), to 
countries which are parties to the North Atlantie Treaty, Greece, Turkey, and 
other countries of Europe. Military equipment, materials, and services ma) 
be furnished under this section to countries which are parties to the North Atlantic 
Treaty, to Greece and Turkey, and to any other country of Europe which tli 
President determines to be of direct importance to the defense of the Nort! 
Atlantic area and whose in@reased ability to defend itself the President determines 
will contribute to the preservation of the peace and the security of the North 
Atlantic area and is essential to the security of the United States. In addition, 
unexpended balances of appropriations heretofore made for carrying out the 
purposes of the Mutual Defense Assistance Act of 1949, as amended (22 U. 5. ©. 
1571-1604), the Act of May 22, 1947, as amended (22 U. 8. C. 1401-1410), and 
the Economic Cooperation Act of 1948, as amended (22 U. 8. C. 1502), throug! 
assistance to any of the countries covered by this section are hereby authorized 
to be continued available through June 30, 1952, and to be consolidated wit! 
the appropriation authorized by this section: Provided, That the Administrator 
shall so allocate funds appropriated under the authority of this section as | 
promote the maximum feasible expansion of the capacity of Europe to produce 
military equipment required for the joint defense and to furnish spare parts and 
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servicing for equipment furnished from United States sources, subject to the 
necessity for delivery of such equipment within the time required by the plans for 
the joint defense and to security considerations which, in the judgment of the 
secretary of Defense, preclude production of certain items of military equipment 
outside the United States. 


NEAR EAST AND AFRICA 


Sec. 202. (a) In order to further the purposes of this Act in Africa and the 
Near East, there are hereby authorized to be appropriated to the President, for 
the fiscal year 1952, $190,000,000 for assistance to countries in Africa and the 
Near East pursuant to the provisions of the Mutual Defense Assistance Act of 
1949, as amended, and the Economic Cooperation Act of 1948, as amended. Not 
more than $125,000,000 of the funds appropriated under the authority of this 
section shall be available for economic and technical assistance for other than 
military purposes in these areas, of which not to exceed $50,000,000 may be con- 
tributed to the United Nations Palestine Refugee Agency under the terms of the 
United Nations Palestine Refugee Aid Act of 1950: Provided, That whenever the 
President shall determine that it would more effectively contribute to the purposes 
of the United Nations Palestine Refugee Aid Act of 1950, he may allocate any part 
of such funds to the Mutual Security Administration to be utilized in furtherance 
of the purposes of such Act, and any amounts so allocated shall be credited upon 
the agreed amount of the United States contribution to the United Nations 
Palestine Refugee Agency. 

In addition, unexpended balances of appropriations heretofore made for assist- 
ance to Iran pursuant to the Mutua! Defense Assistance Act of 1949, as amended 
(22 U. 8S. C. 1601), are hereby authorized to be continued available through June 
30, 1952, and to be consolidated with the appropriations authorized by this section. 

(b) Amounts appropriated pursuant to the authorization in this section shall be 
available for military equipment, materials, and services for Iran, or for any other 
country of the Near East area, whenever ihe President determines, with respect 
to such other country, that the utilization of funds for that purpose is essential 
for the purposes of this Act, and he may utilize, in addiiion to funds made available 
pursuant to this section, not to exceed $50,000,000 of the funds made available 
pursuant to section 201 of this title. Assistance under this section to any country 
other than Iran may be furnished onlv upon the determination of the President 
that (1) the strategic location of the recipient country makes it essential to the 
defense of the Near East area, (2) such assistance is of critical importance to the 
defense of the free nations, and (3) the immediately increased ability of the re- 
cipient country to defend itself contributes to the preservation of the peace and 
security of the area and is important to the security of the United States. 


ASIA AND THE PACIFIC 


Sec. 203. (a) In order to further the purposes of this Act in the general area 
of China (including the Republie of the Philippines and the Republic of Korea), 
there are hereby authorized to be appropriated to the President, for the fiscal 
year 1952, not to exceed $930,000,000 for assistance, pursuant to the Mutual 
Defense Assistance Act of 1949, as amended, the Economie Cooperation Act of 
1948, as amended, and the Act for International Development in those portions 
of such area which the President determines to be not under Communist control, 
Not more than $375,000,000 of the amount made available may be used for 
economie and technical assistance for other than military purposes, including 
not to exceed $112,500,000 which mav be made available for contribution to the 
United Nations Korean Reconstruction Agency. In addition, unexpended bal- 
ances of appropriations heretofore made for carrying out the provisions of title 
ITT of the Mutual Defense Assistance Act of 1949, as amended (22 U.S. C. 1602- 
1604), the China Area Aid Act of 1950 (22 U. 8. C. 1547), and the Far Eastern 
EKeonomie Assistance Act of 1950, as amended (22 U. S. C. 1551, 1552, 1543), 
are hereby authorized to be continued availsble through June 30, 1952, and to be 
consolidated with the appropriation authorized by this section. 

b) The sums made available for Korea pursuant to subsection (a) may be 
contributed from time to time on behalf of the United States in such amounts 
as the President determines to be appropriate to support those functions of the 
United Nations Korean Reconstruction Agency which the military situation in 
Korea permits the Agency to undertake pursuant to arrangements between the 
Ageney and the United Nations Unified Command in Korea. In computing the 
aggregate amount of such contributions by the United States, there shall be 





530 THE MUTUAL SECURITY PROGRAM 


included the value of goods and services made available to Korea by any depari 
ment or agency of the United States for relief and economic assistance after th, 
assumption of responsibility for relief and rehabilitation operations in Korea }, 
the United Nations Korean Reconstruction Agency: Provided, That, whenever 
the President shall determine that it would more effectively contribute to +}, 
purposes of this Act, he may allocate any part of such funds to the Mutual Secu- 
rity Administration to be utilized for assistance to Korea, and any amounts s 
allocated shall be credited upon any agreed amount of the United States’ con- 
tribution to the United Nations Korean Reconstruction Agency. 

(c) Not to exceed $50,000,000 of funds appropriated pursuant to this sectio: 
(excluding balances of appropriations continued available) may be accounted fo; 
by certification by the President of the amounts expended and that it is inadyis- 
able to specify the nature of such expenditures. 

(d) Unencumbered balances of sums heretofore or hereafter deposited in th 
special account established pursuant to paragraph (2) of article (V) of the agree- 
ment of December 10, 1948, between the United States of America and the Re- 
public of Korea (62 Stat., part 3, 3788) shall be used in Korea and as may by 
agreed to between the Government of the United States and the Republic of 
Korea. 

AMERICAN REPUBLICS 


Sec. 204. In order to further the purposes of this Act in the other American 
Republics, there are hereby authorized to be appropriated to the President, for th: 
fiscal year 1952, $62,000,000, of which not more than $22,000,000 may be made 
available for economie and technical assistance under the provisions of the Act for 
International Development and of the Institute of Inter-American Affairs Act, 
as amended, to countries of such area for other than military purposes: Provide! 
That military equipment, materials, and services may be furnished under this 
section under the terms of the Mutual Defense Assistance Act of 1949, as amended, 
only in accordance with defense plans which are found by the President to requir 
the recipient country to participate in missions important to the defense of the 
Western Hemisphere. Any such assistance shall be subject to agreements 
designed to assure that the assistance will be used to promote the defense of th 
Western Hemisphere; and after agreement by the United States and the countr 
concerned with respect to such missions, military assistance hereunder shall b 
furnished only in accordance with such agreement. 


CENERAL PROVISIONS 


Sec. 205. (a) Whenever the Administrator determines it to be necessary for th 
purposes of this Act, not to exceed 10 per centum of the funds made availabi 
under any section of this title (exclusive of the funds transferred pursuant to sec 
202 (b)) may be transferred to and consolidated with funds made available under 
any other title of this Act in order to furnish, to a different area, assistance of thi 
kind for which such funds were available before transfer. 

(b) The President, pursuant to section 404 of the Act for International Develop- 
ment, may make contributions on behalf of the United States to such technica 
cooperation programs of the United Nations and the Organization of America! 
States as he determines will further the purposes of this Act in a total amount not 
exceeding $13,000,000 from funds made available under authority of this tith 
and the use of such contributions shall not be limited to the area covered by thi 
section of the title from which the funds were taken. 

(c) Funds made available in section 201 for carrying out the provisions of this 
Act shall be available for the administrative expenses of carrying out this A‘ 
including expenses incident to United States participation in internationa 
security organizations and expenses of domestic programs in support of technica 
assistance activities. Any currency of any nation received by the United States 
for its own use in connection with assistance furnished by the United States ma) 
be used by any agency of the Government without reimbursement from any 
appropriation for administrative and operating expenses of carrying out the 
purposes of this Act. Funds made available for carrying out the purposes of this 
Act in the Federal Republic of Germany may, as authorized in subsection 114 (h 
of the Economic Cooperation Act of 1948, as amended (22 U. 8. C. 1512 (h)), 
transferred by the President to the Mutual Security Administration or any other 
department or agency for the expenses necessary to meet the responsibilities and 
obligations of the United States in the Federal Republic of Germany. 

(d) Upon a determination by the Administrator for Mutual Security Assist- 
ance that it will further the purposes of this Act, not to exceed $10,000,000 of the 
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funds made available pursuant to section 202 of this Act and not to exceed 
$25,000,000 of funds made available pursuant to section 203 of this Act may be 
advanced to countries covered by said sections in return for equivalent amounts 
of the currency of such countries being made available to meet local currency 
needs of the aid programs in such countries pursuant to agreements made in 
advance With the United States: Provided, That except when otherwise pres- 
cribed by the Administrator for Mutual Assistance as necessary to the effective 
accomplishment of the aid programs in such countries, all funds so advanced 
shall be held under procedures set out in such agreements until used to pay for 
goods and services approved by the United States or until repaid to the United 
states for reimbursement to the appropriation from which drawn. 

e) In order to assist in carrying out the provisions of this Act, not to exceed 
$50,000,000 of funds made available under the authority of this Act may be used 
‘o acquire local currency for the purpose of increasing the production of materials 
» which the United States is deficient. 


TITLE II—MISCELLANEOUS PROVISIONS 


Sec. 301. The Administrator for Mutuai Security Assistance so long as funds 
approvriated for the purposes of this Act continue to be available for obligation, 
shall transmit to the Congress reports covering each six months of operations in 
furtherance of the purposes of this Act, except information the disclosure of which 
he deems incompatible with the security of the United States. The first such 
report shall cover the six-month period commencing on the date this Act becomes 
efective. Reports provided for under this section shall be transmitted to the 
Secretary of the Senate or the Clerk of the House of Representatives, as the case 
may be, if the Senate or the House of Representatives, as the case may be, is 
not in session. 

Sec. 302. Whenever, in connection with the furnishing of assistance in further- 
ance of this Aet— 

(1) use within the United States, without authorization by the owner, 
shall be made of an invention, or 
(2) damage to such owner shall result from the disclosure of informstion 
by reason of acts of the United States or its officers or employees, 
the exclusive remedy of the owner of such invention or information shall be by 

t against the United States in the Court of Claims for reasonable and entire 
ompensation for unauthorized use or disclosure. In any such suit the United 
States may avail itself of any and all defenses, general or special, that might be 

aded by any defendant in a like action. In addition, in any suit for damages 
for use or disclosure of such information, any written description, model, drawing 
or other recorded teaching in the files of any department or agency of the Gov- 
ernment, which 

(1) has a provable date before the disclosure to the United States by the 
owner thereof of the information upon which the suit is based, and 
2) constitutes a sufficient description of the information disclosed upon 
which the suit is based to enable others to practice or employ such informa- 
tion, unless such teaching consists of information obtained directly or in- 
directly from the owner of the information upon which the suit is based, 
siall constitute a complete defense for the Government provided by law, such 
aching shall not impair the property in such information. 

¢) Before such suit against the United States has been instituted, the head of 

appropriate department or agency of the Government, which has furnished 
military assistanee in furtherance of the purposes of this Act, is authorized and 
empowered to enter into fn agreement with the claimant, in full settlement and 
compromise of any claim against the United States hereunder. 

1) This section shall not confer a right of action on anyone or his successor or 
me snee who, when he makes such a claim, is in the employ ment or service of the 

United States, or who, while in the employment or serviee of the United States, 
iscovered, invented, or developed any invention or information on which such 
claim is based. 

e) The term “invention”? means an invention covered by a patent issued by 
the United States. 

') The term “information’’ means information originated by or peculiarly 
within the knowledge of the owner chereof and those in privity with him, which is 
ot available to the public and is subject to protection as property under recog- 

nized legal principles. 

Sec, 303. The proviso in the first sentence of 1-3 = (d) of the Mutual 
Defense Assistance Act of 1949, as amended (22 U. . 1574 (d)) is hereby 





532 THE MUTUAL SECURITY PROGRAM 


amended to read as follows: “Provided, That after June 30, 1950, such limitatio, 
shall be increased by $250,000,000 and after June 30, 1951, by an additions 
$450,000,000"’. 

Sec. 304. Section 414 of the Act for International Development (22 U.S. ¢ 
1557 (1)) is amended by inserting between the words ‘Act’? and ‘“‘until’’, th, 
words ‘‘for a period to exceed three months’’. 

Sec. 305. Assistance to any nation by means of funds authorized under thi. 
Act may, notwithstanding the date specified in section 122 of the Econon 
Cooperation Act of 1948, as amended (22 U. 8. C. 1520), continue, subject 
the provisions of this Act, as long as such funds remain available for such assis;- 
ance, unless sooner terminated in accordance with the requirements of sectig 
110 of this Act. 

Sec. 306. Section 408 (e) of the Mutual Defense Assistance Act of 1949. as 
amended (22 U. 8S. C. 1580), is hereby amended by adding in the first provis 
thereof, after the words ‘‘of which it is a part’’, the words ‘‘or in United Nations 
collective security arrangements and measures’’, and by changing the figure a: 
the end thereof to ‘‘$500,000,000’’. 

Sec. 307. Whoever offers or gives to anyone who is now or in the past two years 
has been an employee or officer of the United States any commission, paymen: 
or gift, in connection with the procurement of equipment, materials, or services 
under this Act, and whoever, being or having been an employee or officer of th: 
United States in the past two years, solicits, accepts, or offers to accept any su 
commission, payment, or gift, shall upon conviction thereof be subject to a fin 
of not to exceed $10,000 or imprisonment for not to exceed three vears, or bot! 


STATEMENT OF ROBERT EMMET RODES, WASHINGTON, D. C. 


Colonel Ropes. I would like to go over it, because I think some of 
the things in it might bring out questions; at least I hope they will 

Chairman Ricuarps. Colonel, where do you live? 

Colonel Ropes. I live in New York City at the present time. 

Chairman RicHarps. I thought you lived in North Africa. 


Colonel Roprs. I have a business over in North Africa, or T did 
have until the State Department arranged for me not to run it any 
more. 

Chairman RicHarps. So you came to New York City? 

Colonel Ropers. No, sir; I came to Washington, thinking that if | 
told what I knew, it would take about 2 weeks to have someone fix our 
problem up. 

Chairman Ricwarps. And that is what you are here for, to tel! 
what you know? 

Colonel Ropers. That is correct. 

Chairman RicHarps. What relation has that to the bill we have 
before us? 

Colonel Ropes. This trouble first started when ECA started, and 
the French Government found that they could use United States 
public dollars to do what was being done with private dollars. That 
is the relation to the bill. 

What I am hoping is that legislation which was passed last year to 
end that, and was set aside by the Department of State on two differen! 
occasions, will be passed in such a way this year that it can’t possibly 
be set aside, and that no loophole will be found in it that will allow 
the Department of State to do the sort of thing that they have done 
with legislation, to your knowledge, in the past year. 

Chairman Ricuarps. In other words, you want safeguards in the 
bill to prevent the things that are being done in Morocco to Americal 
citizens? 

Colonel Ropss. Yes, sir. To American citizens—— 

Chairman Ricuarps. Now, you mean? 
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Colonel Ropes. Yes, sir; and to the United States, and to our laws. 
and to our Constitution. 

Chairman Ricuarps. All right, sir; go ahead. 

Colonel Ropers. Well, first, I would like to say this: that 
present time I am carrying out a tour of active military dut 
connection with my Reserve status. I am a lieutenant colonel in tho 
Engineer Reserve. 

I was asked by the Army, since it is stated here that I am a colone 
to state that | am here in an entirely private capacity; and that 
nothing that I may say here has any connection with ‘the Army or 
anything except my civilian activities. 

Chairman Ricnarps. How long is your tour of duty to be? 

Colonel Ropres. My tour of duty will be 3 months; a month loner, 
now. . 

Morocco is a sovereign nation under the rule of a Sultan. The 
Sultan of Morocco agreed by treaty in 1836 to accord the United 
States equal treatment with any other nation and guaranteed an open 
door for our trade. In 1906, Morocco signed the Treaty of Algeciras 
with 12 other nations, including the United States and France. |! 
signatory nations, their trade and their citizens, have equal treatment 
under this treaty. Each of the signatories promises to honor this 
equality and recognize Morocco’s previous treaty commitments, 
including the 1836 United States-Moroccan treaty. The Algeciras 
Treaty also fixes customs and tax rates and procedures, and forbids 
monopolies. 

In 1912, France entered into a protectorate agreement—Treaty of 
Fez—with the Sultan which gave both nations certain advantages 
but did not alter either the Sultan’s sovereignty or the treaty status 
of other nations. 

In 1917, as a friendly gesture to our ally, we recognized the pro- 
tectorate. The recognition terms stipulated that American rights in 
Morocco would be unchanged and stated that only the United States 
Senate could alter them. France accepted these terms “with satis- 
faction” and “sincere appreciation.” 

France subrogated, to Spain, protectorate rights over the northern 
portion of Morocco. <A small portion around Tangier already was 
under international political rule. 

None of these arrangements changed the status of Moroccan trade 
or customs as defined in the Treaty of Algeciras. The United Nations 
found, in 1950, that: 

The customs status of Morocco is based on the following principles: Freed 
of trade, and equal treatment among all countries (the act of Algeciras), custom 
unity within the entire Sherifian (Moroccan) Empire and uniform customs tarills 


for all nations; however, the duty on imports cannot exceed 10 percent ad valore! 
(p. 118, vol. II, United Nations Re port on Non-Self-Governing Territories, Lak: 


Success, 1950). 

That is extremely clear. It always has been generally admitted 
by the French and our State Department. In discussions of trade 
possibilities in Morocco, the Department always advised Americans 
of our treaty-guaranteed equal-trade privileges, of business opport- 
nities and of treaty prohibitions against unequal taxes and customs 
A number of Americans went into business in Morocco after World 
War II. They included many veterans who had served in Morocco, 
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had seen an opportunity there and returned with agencies for Ameri- 
can firms. 

In 1947, the French became jealous of this group and decided to 
drive them out, setting aside every treaty requirement in the process. 
Every possible administrative trick was used. Special customs and 
taxes were levied. French concerns received illegal monopolies. In 
1948, an embargo and a free list of United States goods were pub- 
lished. Products which enter freely usually are controlled by French 
agents or cartels. Those sold in free competition are embargoed. 
Exports to America were curbed and now are at an all-time low; in 
spite of the fact that Moroccan exports are about 400 percent over 
prewar, those to the United States are just a little bit below prewar. 
The reason is that they can get dollars free, and to get other cur- 
riencies they have to give merchandise. 

French cartels, which never were legal in Morocco and which 
France agreed to end, in the Byrnes-Blum pact of 1946, were given 
special privileges, even in the use of United States funds. 

The Department of State admitted these abuses. It protested 
them until Mr. Acheson became Secretary After that, it decided 
that some of them were ‘‘justified by Morocco’s dollar shortage.”’ 

Each time legislation to remedy the abuses became imminent, how- 
ever, the Department made profuse assurances that negotiations to 
remedy them were under way. None of these “negotiations”? has 
brought results. 

The Senate passed an amendment to last year’s ECA Extension 
Act which denied counterpart funds to “any recipient country so 
long as any dependent area of such country fails to comply with 
any treaty between the United States and such dependent area.”’ 
The amendment also stipulated that: 

The terms of any treaty to which the United States and any participating 
country are parties shall remain in full force and effect until superseded by a new 
treaty, ratified by the Senate, unless prior thereto it expires by its own terms. 

The Department of State and the ECA Administrator assured the 
conferees that new ‘‘consultative machinery’? would make the amend- 
ment unnecessary. 

| think, Mr. Chairman, you remember that. You were on that 
conference which was told that new ‘“‘consultative machinery” would 
make the amendment unnecessary. The Connally amendment was 
adopted instead. If it had been applied honestly, several of the 
abuses would have been ended. Here is a draft of a memorandum 
which was discussed in the Department of State as action that might 
be taken in consequence of the Connally amendment. In my opinion, 
it was justified by the amendment. I do not know whether a similar 
memorandum was sent out. If it was, it was entirely without result. 
I think that that would be very enlightening, and I would appreciate 
it if it could be put in your record. 

Chairman Ricnarps. What was that document that you wanted 
to put in the record? 

Colonel Ropes. This memorandum here. After the Connally 
amendment was passed, the amendment with which you are familiar, 
a discussion took place in the Department of State as to what action 
should be taken—this was a rough draft discussed as a memorandum 
which should be sent to our Minister at Tangier in connection with 
the Connally amendment. 
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Chairman Ricuarps. Was it sent? 

Colonel Ropvegs. I do not know. 

Chairman Ricuarps. Was it adopted? 

Colonel Ropzs. I do not believe it was. If it was, it did not achieve 
any results. 

Chairman Ricuarps. I cannot see why that should go in the 
record. 

Colonel Ropes. All right, sir. 

Two months later the Senate Appropriations Committee learned 
that the “consultative machinery”’ was not working and that no action 
whatever had been taken or would be taken on the Connally amend- 
ment except to protect our oil interests in Britain. The committee 
reported out an amendment to force treaty compliance. 

The Senate considered the following memorandum: 


Morocco AMENDMENT—H. R. 7786 
(P. 448, line 25, of bill) 


This amendment withholds ECA funds from France if after November 1, 1950 
French Morocco continues to disregard her United States treaties. 

A similar amendment to the ECA authorization asserted in addition that 
treaties with ECA recipients could be altered only with Senate ratification. It 
was defeated in the House by 18 votes but passed the Senate. It was defeated 
in conference when the conferees were told that ‘‘consultative machinery” in 
Morocco had cured the situation and that the Connally amendment would be 
invoked if the new arrangement should fail. 

Americans in Morocco, their trade organizations and their American Legion 
post insist that there has been no improvement and that conditions are worse 
thanever. This is partially confirmed by the State Department itself in its report 
of June 6, 1950 to the Appropriations Committee (p. 261 hearings report): 

“Our consul at Rabat has done an excellent and conscientious job in bringing 
about such solutions as are possible from the consultative meetings. The admin- 
istrative tactics of the French officials, however, continue to delay the results and 
to multiply the minor discriminations * * * the consultative machinery has 
not been successful in solving larger problems touching French policy * * *.” 

The Moroccan difficulties began when French officials launched a campaign to 
drive about 40 independent American businessmen, mostly veterans, out of 
French Morocco. 

The success of this campaign required the nullifying of treaties which guaranteed 
Americans trading equality; forbade monopolies; limited taxes and customs and 
prescribed methods of assessment—in short, made the usual colonial favoritism 
and corruption impossible. Recent French acts demonstrate the wisdom of these 
treaty provisions and the necessity of preserving them. 

Previous French attempts to set treaty terms aside had always been resisted 
by the Department of State, which prior to 1949 insisted that such action would 
require Senate approval. Even in the early part of 1949, the present campaign 
was protested by the Department and Americans were promised full redress. 

After 2 years of determined French refusals to its demands, the Department 
adopted the line of least resistance and sought excuses for French anti-American 
acts. The general excuse advanced is ‘‘Morocco’s dollar shortage.’ This 
cannot be even vaguely connected with any treaty violations except import 
embargoes, and these have actually hurt Morocco’s dollar position. 

The embargoes began in January 1949, supplanting free competition begun in 
March 1948. They raised Morocco’s dollar imports to an almost record high, 
lowered her dollar exports to a postwarlow. The real effect was to transfer dollar 
trade from the United States and American traders to foreign countries and 
Frenchmen. While foreign nations’ share of Morocco’s dollar trade more than 
doubled, that of the United States decreased 35 percent. The embargoed prod- 
ucts were selected solely because Americans had successfully dealt in them. Thus, 
DDT, cotton textiles, and refrigerators are banned, while unlimited dollar pur- 
chases of tea, radios, and cigars are permitted. 
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Assistant Secretary of State Gross wrote last year: 

“The Department has repeatedly recognized that American businessmen have 
specific legitimate grievances that should be remedied” (Congressional Record, 
August 4, 1949, p. 10975). 

Among grievances still outstanding are: Taxes and customs described by the 
Department variously as “‘illegal,” “arbitrary,”’ and ‘“discriminatory,”’ have not 
been repaid, although recovery has been promised by the Department for over 2 
vears. Illegal seizures in kind, and taxes which the Department told Americans 
“vou are in no way required to pay”’ still continue. French cartels and other 
treaty-forbidden monopolies are becoming more powerful. A decree limits all 
bus operations by Americans to 320 seats, while their French competitors are 
granted unused licenses for thousands of seating capacity. Embargoes which the 
Department formally wrote the Moroccan Government it would not accept, 
prevent export of many products to the United tates. An ever-increasing list 
of countries are given preference over the United States in two-way trade with 
Morocco, despite treaties to the contrary. Among these are Argentina, Bulgaria, 
Czechoslovakia, Egypt, Hungary, and Spain, all of whom have bilateral agree- 
ments with Moroeco which give them a preferred position over the United States. 

If the Department intended to act under the Connally amendment, it would have 
done so 3 months ago when the amendment was passed. If it were in good faith 
in insisting that its heretofore futile measures will cure the Morocco situation, it 
should have no objection to the present amendment which becomes effective only 
if, by November 1, 1950, all other measures have failed. With the time already 
elapsed, it will have had 6 months in which to fulfill its most recent promise to 
end Moroccan abuses. 


Chairman Ricuarps. As I remember it, you were opposed to the 
Connally amendment. 

Colonel Ropes. I was, because I did not believe that anything that 
gave the Department of State any discretion would be carried out. 
If a statement of the sense of Congress were to have results, Congress 
certainly had stated it the year before. They had not stated it in as 
formal a manner, but they certainly stated it. The joker in the 
Connally amendment was that the Department of State would have 
to certify to ECA that abuses were going on. The Department merely 
refrained from certifying. The ECA Administrator said if he received 
such a certification, he would act; but the Department of State did 
not give the certification. 

Identical promises of redress have been made by the State Department for over 
a year, each time legislation was pending. Now, for the tourth time—still quoting 
the statement made last vear to the Senate—it seeks to avoid an unequivocal 
congressional mandate requiring action in Morocco. If it is suecessful, the situa- 
tion will continue to fester until new legislation is passed. 

The Senate voted by 43 to 29, and the conferees accepted, an amend- 
ment intended to give France her option of observing the Moroccan 
treaties or of foregoing ECA aid. 

The Legal Division of the Department drafted a memorandum on 
treaty violations which was based, I believe, in part on the following 
rough draft which I discussed with them on September 20, 1950. It 
was discussed with the Legal department of the Department of 
State, and at that time they stated no objection to it, in any of the 
facts stated in it. This is a rough draft of suggested memorandum 
to the President; 


1. Amendment No. 476 to the General Appropriations Act of 1951 reads: 
Provided, ete. Y Pe 
2. Pertinent terms of the principal treaties between the United States and 
Morocco are— 
«t) The Treaty of Peace and Friendship of 1836 which provides—article XIV: 
‘Commerce with the United States shall be on the same footing as that with the 
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most favored nation’’; article X XIV: ‘‘Whatever indulgence in trade or otherwise 
shall be granted to any of the Christian nations the citizens of the United States 
shall be equally entitled to them’’; and article XVII: ‘‘[United States] merchants 
may buy and sell all sorts of merchandise but such as are prohibited to the other 
Christian nations.” 

(b) The Madrid Convention (1880), signed and ratified by 13 nations including 
the United States, France, Spain, and Morocco, article 17 of which recognizes 
“the right to the treatment of the most favored nation’’ as belonging to al! the 
participating nations; 

(c) The general act of Algeciras concluded in 1906 by the same nations which 
established the principle of the ‘‘open door’’ and ‘‘economie liberty without in- 
equality” (for all signatory nations); recognizes all previous treaties; prohibits 
concessions and monopolies unless established by competitive bidding; limits taxes 
and customs and sets up a procedure for the appraisal and assessment of the latter, 

3. In 1912 France, by the Treaty of Fez, concluded a protectorate arrangement 
with the Sultan of Morocco under which French personnel acting for and on be- 
half of the Sultan were to accomplish certain administrative reforms and France 
received the right to carry out all the Sultan’s negotiations with foreign nations 
In 1913 France delegated its protectorate arrangement to Spain for the portion 
of Morocco now known as the Spanish zone. 

4. In 1917 the United States recognized the French protectorate with full res- 
ervation for al! rights and privileges acquired under previous treaties, which 
France, under the act of Algeciras was committed to respect. The United States 
has never recognized the Treaty of Fez nor the separation of the Spanish and 
French zones of Morocco. Our policy has always been to consider Morocco as a 
single autonomous country under the rule of a Sultan. 

5. Since the inception of the protectorates France and Spain have repeated!) 
attempted to derive commercia! and economic advantage from their status as 
protectors. The United States has always opposed their efforts as being con- 
trary to the terms of the foregoing treaties and beyond the letter or the intent of 
our recognition. (An excellent summary of the United States position begins on 
p. 488, Foreign Relations, 1929, vol. ITT.) 

6. In determining which acts of the Moroccan Protectorate constitute failures 
to comply with treaties between the United States and Morocco, it would appear 
that present consideration need be given only to violations for which evidence 
has been received and with respect to which complaints have been lodged with the 
Department and which were bases of complaints that led the Senate Appropria- 
tions Committee to recommend the legislation under discussion. Such violations 
are: 

(a) Maintenance of monopolies or limitation of free competition in trans- 
portation, and in trade through cartels or otherwise. Such arrangements are 
in direct contravention of the principle of ‘economic liberty without in- 
equality.”’ They have the effect of giving a favored position to French 
nationals. The transport monopolies are patent violations of the anti- 
monopoly provisions of the act of Algeciras. Apart from the Moroccan 
treaties the United States has always opposed the cartel system and France 
agreed to give it up in article 4, paragraph 3, of the Byrnes-Blum pact 
Treaty compliance should include the admission of the unrestricted right of 
any American to enter, expand, and freely compete in any business in Morocco 
for which monopolies are not granted in full compliance with tréaties. 

(b) Certain ‘‘consumption taxes,’’ notably those on lubricating oil and 
tires, were increased unilaterally in 1948 when 90 percent of these two prod- 
ucts were furnished by the United States. They are in effect an increase in 
customs duty. No product imported principally from France pays a similar 
tax. Even luxuries such as jewelry, furs, and leather goods pay only the 
regular 1245 percent duty fixed by treaty. This tax has been protested by 
the United States since early in 1948 and in September of 1948 the United 
States diplomatic agent was informed by the chief of the Moroccan Dip!o- 
matic Cabinet that its collection would cease and that sums paid by Amer'- 
cans on the two products would be reimbursed. This was not done. Cessa- 
tion of these taxes and their reimbursement are essential to treaty compliance. 

(c) Aceording to the act of Algeciras customs are to be based on valuations 
determined on an annual or semiannual basis and publicized in advance. 
The French zone of Morocco makes local appraisals at the time of arrival 
In many cases such appraisals were on a dual basis of valuation which would 
have been impossible if treaty provisions had been observed. The result was 
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that Americans often paid substantially more than their French competitors 
for identical or similar products. Compliance with the act of Algeciras would 
include reversion to appraisals according to iis terms and reimbursement to 
Americans of overcharges resulting from dual standards of appraisal. The 
act also provides that imporiers dissatisfied with evaluations may settle 
customs charges by ceding one-eighth of their producé. Compliance with this 
provision should be required. It now is refused.”’ 


In that connection, I imported merchandise into Morocco at $48 
a ton and it was assessed $250 a ton. I made a formal protest to the 
consulate, but only half of the merchandise had been taken out of the 
dock. They immediately assessed the other half $500 a ton and told 
me they did not like my attitude. 

(d) Importers of refined sugar are forced to cede 50 percent of their im- 
ports at a loss to the Government who in turn sells it to the sugar cartel. 
This is an increase in custom duty fixed by the act of Algeciras. It gives 
additional protection to cartel members who own local refineries and permits 
the cartel to maintain prices which are substantially above world market 
prices. 

In that connection, the Communists in Morocco were saying for a 
long time that the United States and the French sugar cartel had 
arranged for Moroccans to pay twice the world price for sugar. It 
was the only piece of Communist propaganda that | ever saw that 
was entirely accurate. 

Similar cessions were required during 1948 and a part of 1949 for coffee and 
tea. All cessions should be abandoned and importers should be justly re- 
compensed for those previously required, as a part of treaty compliance. 

(e) Morocco now places restrictions on export and import trade with the 
United States which do not apply equally to trade with France and all other 
nations. Such inequality is contrary to the most-favored-nation terms of all 
three treaties and to articles XVII and XXIV of the treaty of 1836. The 
Department in its argument against the amendment informed the Senate 
Appropriations Committee that ‘‘The treaty of 1836 requires equality of 
treatment to trade between both France and the United States. This means 
that purchase: in the United States for dollars may not be more restricted 
than purchase: in France for franes."”’ These remarks apply equally to 
exporis. All of the restrictions should be abandoned in order to comply 
with the treaties in question. 

(f) Franee required Morocco to maintain free convertibility at parity of 
its currenev with that of Franee. While the end result of this arrangement is 
a preferential arrange nent for French trade and investments it is not neces- 
sarily in itself a treaty violation. However, Morocco should be informed that 
cases in which United States citizens or trade are placed at a disadvantage 
which is contrary to the principle of complete equality, the de facto linking 
of the two currencies will not be admitted as a valid reason for such dis- 
advantage. 

That linking of the two currencies was one of the most unjust 
things that I ever saw. 

Mr. Vorys. You do not claim it was a violation of the treaty, 

though. 
_ Colonel Ropes. I do not claim that but in its implementation, if it 
isused as an excuse to make a difference in trade, then it does become 
atreaty violation. What actually happened was that when Morocco’s 
currency had about 10 times the intrinsic value of that of France, 
when Morocco had a balanced budget and virtually no debt, France 
suggested that the two currencies be linked at parity. The Sultan 
of Morocco, who has sole legislative authority in Morocco, refused to 
sign the decree, but the French enforced it anyway, as a simple fiat 
that has absolutely no legal right of existence. 
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However, the final decision was to evade the law. The following 
statement shows how this was done: 


STATEMENT RELATIVE TO CONTINUANCE OF Economic ASSISTANCE TO FrRa\¢) 
AND OF VIOLATIONS OF UNITED STaTEs TREATIES BY Morocco 


Public Law No. 759 denies economic assistance funds to “any nation of whic! 
a dependent area fails in the opinion of the President to comply with any treat, 
to which the United States and such dependent area are parties.”” This wa: 
intended to end violations of United States treaties by the French protectorate of 
Morocco. Before passing this proviso, both the Senate and the committee of 
conference considered and disagreed with the Department of State’s claims thai 
the treaties had been altered by Executive acts and that certain of these acts had 
implied congressional approval. ! 2 3 

France instituted suit, in the International Court of Justice to establish thai 
compliance with the Moroccan treaties should not be required. Her case is based 
primarily upon the arguments which the Department of State advanced to 
Congress and with which Congress disagreed.‘ 

One French contention is that the United States recognition of the French 
protectorate over Morocco gave special privileges to French organizations and 
trade in that country. The recognition was a purely executive act. It made 
full reservation for United States treaty rights, stating that they could not by 
changed without advice and consent of the Senate. 

Furthermore, the recognition was without quid pro quo for the United States. 
It was purely a friendly gesture to bolster French morale and international prestig: 
in her trying days of early 1917. Its terms were “accepted with satisfaction 
enhanced by the motives which inspired them,’’ by Ambassador Jusserand, who 
also expressed his Government’s “sincere appreciation of the decision of the 
Government of the United States to recognize our protectorate in Morocco” 
and added: “The terms in which you were so good as to notify it to us enhanced 
the value of this token of good will and my Government is confident that the 
traditional and sincere friendship between our two countries will be increased 
by this recognition.’’ 5 

France now contends to the Court: 

“Since the Government of the United States has recognized in a formal manner 
the protectorate of France over Morocco by the notes of January 2 and October 
20, 1947, the Government of the French Republic could not admit claims which 
would in fact have the result of preventing it from fulfilling the mission which it 
has assumed.” & 

A similar French claim was effectively opposed by the United States in 1929 ina 
note 7? which recalled all of the circumstances and terms of the conditional recog- 
nition of the protectorate and which concluded: 

“It is obvious from a perusal of the above documents that the United States 
merely extended political recognition to the French protectorate over Morocco, 
leaving the question of a possible modification of its treaty rights, which would 
require ratification by and with the advice and consent of the United States Senate, 
for future negotiations between the two governments and it is equally obvious 
that the distinction was clearly understood by the French Government. It need 
hardly be remarked that no such negotiations have ever been carried out or 
ratified. ; 

“In consequence, it is apparent that the treaty rights of the United States in 
Morocco remain as defined in the Act of Algeciras and previous treaties.”’ 

The Department of State has announced that the President will not make 4 
determination relative to treaty compliance by Morocco and will continue Frenc! 
aid until the Court renders its verdict.* By stipulation between the United States 
and France, this will require at least until November 1951.9 The arrangement 
between France and the Department of State nullifies the appropriation restriction 
which was clearly intended to give France her option of foregoing United States 

1 Senate Appropriations Committee Hearings on Foreign Aid for 1951, pp. 257-264. 

2 Congressional Record, July 31, 1950, pp. 11512, 11513. 2 

3 Statement by the Department of State and ECA on the Hickenlooper Amendment (Undated. Circu 
lated to Committee of Conference on Appropriations). 

4 State Department Press Release No. 1111, dated October 27, 1950. 

5 Foreign Relations 1917, vol. 3, p. 1093. 

6 See footnote 4. 

7 Foreign Relations 1929, vol. 3, p. 488 and following. 

5 See footnote 4. : 

° “France and the United States in the World Court,”’ by Richard Young, editor in chief, American Bar 
Association Journal for March 1951, p. 228, 
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economic assistance or of ceasing treaty violations in Morocco of which Americans 
had complained. , 

The Department of State justifies its position by claiming that the United 
States is committed to the mandatory jurisdiction of the International Court of 
Justice.“ The adherence of the United States to the mandatory jurisdiction of 
the Court specifically excepts ‘‘disputes arising under a multilateral treaty unless 
all parties to the treaty affected by the decision are also parties to the case before 
the Court.” "4 This clearly would avoid mandatory jurisdiction in any suit by 
France alone, arising out of the Act of Algeciras, a multilateral treaty. Further- 
more, France’s own adherence to the Court’s jurisdiction, on Feburary 3, 1949, 
specifically excluded consideration by the Court of situations arising prior to that 
date. This would have permitted the United States to refuse the Court’s con- 
sideration of Moroccan treaty violations which began in 1947.” 

The United Nations states that: 

“The customs status of Morocco is based on the following principles: Freedom 
of trade and equal treatment among all countries (the Act of Algeciras), customs 
unity within the entire Sherifian (Moroccan) Empire and uniform customs tariffs 
for all nations; however, the duty on imports cannot exceed 10 percent ad 
valorem.’’ 3 

The Department of State admitted to the Senate Appropriations Committee 
that “‘The United States enjoys certain rights in Morocco, including * * * 
most-favored-nation treatment for United States commerce and ‘economic liberty 
without any inequality,’’’ and stated further, “The Treaty of 1836 requires 
equality of treatment to trade between Morocco and both France and the United 
States.” 4 

Moroccan acts complained of by Americans are violations of the foregoing 
principles, to which the United Nations and the Department of State both find that 
France is bound. 

Treaty compliance would include cessation of all attempts to place French trade 
on a more favorable basis than that of the United States in Morocco; elimination 
of favored positions enjoyed by French cartels and other French-owned monopolies 
forbidden by the Act of Algeciras; collection of customs as prescribed by the 
Act of Algeciras and refund of sums collected in contravention of its terms. 

The special restrictions on United States trade and unauthorized methods of 
customs appraisal are not practiced in the International Zone of Morocco (Tangier) 
It follows that they could not be continued effectively without the customs barrier 
which France maintains between the two zones, despite the treaty requirement of 
empire-wide customs unity. 

It is apparent that France in instituting her suit had the fullest cooperation of 
the United States Department of State and that this cooperation was the Depart- 
ment’s method of continuing a situation which the Department had defended 
before Congress and against which Congress legislated. his persistent attitude 
in the State Department and the apparent inaccuracy of its statement as to its 
commitment to accept the Court’s jurisdiction justify doubts as to whether the 
Department will effectively protect the interests of the United States in preparing 
its defense and whether it will seriously attempt to bring about the complete treaty 
compliance to which the United States is entitled and which should be relinquished 
only by a renegotiation of the treaties in question with advice and consent of the 
Senate as required by the Constitution. 

The French suit does not claim and, if successful, will not establish that there is 
full compliance with all terms of United States-Moroccan treaties, the sole condi- 
tion which entitles France to United States aid. 

Colonel Roprs. Footnote No. 9 is particularly pertinent to the 
subject. It establishes that treaty violations which have been pro- 
tested by the Department of State are continuing, that the Depart- 
ment of State gave its full assent to the French suit prior to its filing, 
and that the United States could if it wished avoid the Court’s man- 
datory jurisdiction. 

What I would like to say very briefly is that this law which was 
passed stated very bluntly that there would be no economic aid for 

° See footnote 4, p. 540. 
"8, Doe, 123, 1946, p. 156. 
"? See footnote 9, p. 540. 


|} United Nations Report on Non-Self-Governing Territories, 1950, vol. II, p. 118 
* See footnote 1, p. 540. 
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any country of which a dependent area fails to comply with treaties 
of the United States. In conference the words “in the opinion of 1) 
President”’ were placed after ‘‘fails’’ because someone had to deter- 
mine the facts. The Department of State then arranged with Frances 
at the last minute, after some more of the usual negotiations whic) 
never have any results, that France would bring its suit against us 
in the International Court of Justice, the first time we have ever been 
sued there, to establish that the treaties which had bound the two 
countries for a long time should not be enforced. They decided that 
until the International Court of Justice had rendered its decision, 
they could not determine whether these treaty violations, which they 
were on record as having protested time after time, actually existe! 
and that France would get aid just as if no legislation had ever been 
passed. That is the status at the present time. 

I have pointed out the Department of State’s double-dealing in this 
matter. I have a letter here which I wrote to Senator George on 
this. 

Chairman Ricwarps. You consider it a part of your statement? 

Colonel Ropes. Yes, sir; I do. 

Chairman Ricuarps. Without objection that will be inserted in the 
record. 

(Letter referred to is as follows:) 

May 1, 1951. 
Hon. Water F. Georce, 
Chairman, Senate Finance Committee, 
Washington, D. C. 

Dear Senator Georce: I have often claimed that certain State Department 
decisions cannot be justified by facts, and have given data indicating that the 
Department resorts to untruths in attempting to explain such decisions. 

An example is in recent testimony of Mr. Winthrop Brown before your com- 
mittee, found on pages 1201 and 1202 of volume II of your hearings. This un- 
equivocally refutes previous statements made by the Department in attempting 
to justify its refusal to comply with an appropriation restriction which, in effect 
gives France the option of abiding by certain United States treaties or of giving 
up United States economic assistance. The Department arranged for Franc 
to sue the United States at The Hague and to continue aid until the Court reaches 
a decision. 

In justification, the Department stated that “The United States is committed 
to submit to the compulsory jurisdiction of the Court in cases of this type 
(Quoted from State Department Press Release No. 1111 of October 27, 1950, cir- 
culated to interested members of the Senate as well as to the press and the public. 
I pointed out that ‘‘The declaration (ratification) accepting World Court juris- 
diction excepts ‘disputes arising under a multilateral treaty unless all parties to 
the treaty affected by the decision are also parties to the case before the Court 
(S. Doe. 123, 1946, p. 156)” and that “Since all signatories of the Act-of Algeciras 
are affected and only France and the United States are parties to the suit, we ar 
not required to submit to the Court’s jurisdiction.’ P 

Under Secretary Webb was even more emphatic in his letter of November 2%, 
1950, to the Commerce and Industry Association of New York, in which he 
stated: ‘“‘It should be noted that the United States is subject to the compulsors 
jurisdiction of the Court in cases of this kind and that the French action in su'- 
mitting an application to the Court leaves the United States with no alternativ' 
but to agree to this means of settling the dispute.’’ This letter was reproduce’ 
and is currently being distributed with other material “explaining” the Depart- 
ment’s decision in the Morocco case. ] 

In the March issue of the American Bar Association Journal its editor in charc’ 
Richard Young, indicates that the State Department contention may be chal- 
lenged on a second score. He states: 

“In thus acceding to the proceedings at The Hague, the United States showe? 
no desire to take advantage of a possible loophole in the compulsory jurisdictio 
of the Court asserted by France. France, in accepting that jurisdiction by 
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declaration ratified on February 3, 1949, excluded therefrom disputes arising 
from facts or situations existing prior to that date. The United States might 
conceivably have claimed that under this exception proceedings could not have 
been instituted against France on the Moroccan question, as a situation existing 
prior to February 3, 1949; and that therefore, for lack of the reciprocity required, 
France could not hold the United States bound on the Moroccan question under 
the United States’ acceptance of compulsory jurisdiction.” 

The Department’s Statement to your committee, submitted by Mr. Brown, 
supports both Mr. Young’s findings and my own, in the following excerpts: “the 
United States of America recognizes as compulsory ipso facto and without special 
agreement, in relation to any other state accepting the same obligation, the 
jurisdiction of the International Court of Justice * * 

“This declaration accepting compulsory jurisdiction * * * specified that 
the declaration should not apply to—‘* * * (c) disputes arising under a 
multilateral treaty, unless (1) all parties to the treaty affected by the decision 
are also parties to the case before the Court * * * 

“The GATT is a multilateral agreement. Hence, under reservation (c) the 
United States would not be obliged to accept the Court’s jurisdiction unless all 
parties to the GATT affected by the decision were also parties to the case before 
the Court, or unless the United States specially acreed to the Court’s jurisdiction.”’ 

| hope that you and your colleagues will bear this example in mind in evaluating 
more involved, less easily checked, statements issued by the Department. 

Yours sincerely, 
Rorert Emmet Ropes. 

Colonel Ropes. This World Court scheme is a grave threat to our 
constitutional system. If the Court can determine that the United 
States is bound by State Department acts which conflict with treaties, 
obviously it can determine that such acts are binding when no treaty 
exists. This means that the Department of State can commit the 
United States by writing a simple note to a foreign government, 
letting the Government bring suit at The Hague to enforce the note, 
and making a weak defense of the suit. The result can be a binding 
court decision which can bring United Nations sanctions on the 
United States if it is not carried out. A simple diploniatic agreement 
might acquire the force of domestic law without any legislative body 
having passed on it. 

Here is a report by the Senate “watchdog’’ committee, entitled 
aw: . - 6 ‘ La hl ° 7 ”” sé. 

Violation of United States Treaty Rights in Morocco,” and ‘‘sub- 
mitted in the belief that the Senate will find it useful in case it de- 
cides that the will of Congress should be carried out.’”’ It refutes the 
contention that ‘‘dollar shortage’’ caused the treaty violations or is 
improved by them and finds that “this manner of circumventing the 
will of Congress appears to be highly irregular.’’ This is already in 
public print and I would like to leave it just for your files. 

Chairman Ricuarps. You refer to it in your statement, do you 
not? 

Colonel Roprs. Yes, sir. I would like to leave it for your files. 

Chairman Ricwarps. That will be done. 

Colonel Ropes. I believe that all of you feel that the Department 
of State and France are proving more stubborn in this matter than 
its Intrinsic importance warrants. That is undoubtedly correct. 

There are two factors involved. One is colonialism, and the other 
is socialism. 

France keeps indigenous populations of her colonial areas in a low 
economic state. This permits her to use cheap, ignorant colonial 
labor to produce cheap raw materials for French industries. She 
inakes them buy French manufactured goods at inflated prices. She 
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also is increasing her nationalization in industry and mines and many 
other social schemes. 

The free competition which Moroccan treaties guarantee threatens 
the colonial system. Inevitably it will result in an unequivocal com- 
parison of free enterprise in Morocco with regimentation, socialism, 
and near peonage as practiced in France’s outright colonies. Neither 
France nor our Department of State want this. They have deter- 
mined to disregard Morocco’s legal independence and make her an 
outright colony. (France already controls four times as much land 
per capita as we do. Why any American should help them increase 
their holdings is hard to understand.) 

Although we are supposed to oppose both colonialism and socialism, 
the Department of State backs both of these practices for France and 
England. Incidentally, this procolonial attitude of the Department 
has lost us hundreds of millions of former friends. 

French officials now are trying the same tricks on our Army con- 
tractors and military personnel connected with our bases. Our State 
Department, again, is unable or unwilling to remedy the situation. 
Whether the Department is capitulating or negotiating the results are 
always the same. 

This matter can be cured only in one way—by unequivocal legisla- 
tion which will make the Department act. This would be by two 
amendments: 

“1, Any treaty to which the United States and any nation recipient of economic 
assistance authorized hereunder are parties shall remain in full force and effect 
until superseded by a new treaty unless prior thereto it expires by its own terms. 

That is merely a statement of policy that a State Department 
official may not write a note which sets aside a treaty. 

Now, going to the basis of that, when treaties are considered, 
the pros and cons, what we gain and what we give are weighed one 
against the other. If after that is done the State Department on its 
own may determine that the foreign nation need not give us what we 
have bargained for, or that we will increase what we have agreed to 
give, then all of the conditions of ratification become valueless. You 
might just as well tell them in the first place to ‘go ahead and make 
your own deal, because you can change the deal any time you wish.” 
They have actually done that in this case and France has based its 
suit primarily on a claim that the State Department by its simple 
notes has changed our treaties. 

Then the second amendment is as follows: 

2. If rights of United States citizens and trade in any dependent area of any 
recipient nation are defined by treaties to which the United States and such 
dependent area are parties— 
this sounds a little complicated, but it merely narrows it down to 
Morocco, without naming it— 
and if United States citizens have complained that such dependent area is failing 
to comply with such treaties and if the United States has made representations 
based on such complaints, then the recipient nation shall not be eligible for 
economic assistance hereunder until (a) the Secretary of State shall certify that 
the recipient nation and the dependent area are complying fully with such treaties 
and that the recipient nation has agreed to reimburse on or before January 1, 
1952, or not more than sixty days after the receipt of proper claims, amounts by 
which taxes and customs collected from United States citizens subsequent to 
January 1, 1947, exceed amounts which would have been collected had treaty 
terms been observed and (b) that in making the certification required by (a) he has 
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assumed that the treaties in question as ratified by the Senate are in full force and 
have not been altered by any Executive act. The Administrator is authorized 
to release counterpart funds for the payments prescribed in (a). 

If you do this you will warn nations to treat our citizens fairly. 
You will teach them that no matter how. successful the vy are in brow- 
beating or hoodwinking our State Department, they still must deal 
with Congress and the American people. You will establish an oasis 
of free enterprise in a desert of regimentation and show the whole 
African Continent what our system can do. You will give a set-back 
to colonialism and to the prevalent belief among colonial peoples 
that western success will mean a resurgence of the old system which 
has kept them down so long. 

Chairman Ricuarps. Thank you, Mr. Rodes. I want to ask you 
one or two questions. What is your interest in this subject? 

Colonel Ropes. I have a business in Morocco and I know about 
35 people, most of them veterans, who went out there, as I did, and 
started export and import businesses, encouraged by the United 
States. Many of them started with the veterans’ preference that they 
had in buying export quotas. They worked like the devil for 2 or 3 
years and got good businesses going, and then they had almost 
everything wiped out, entirely illegally, just by a stroke of the pen. 

Chairman Ricnarps. When were you last in Morocco? 

Colonel Ropes. I was last in Morocco in March of 1949. 

Chairman Ricwarps. Over 2 years. 

Colonel Ropes. That 1s correct. 

Chairman Ricuarps. You have a business there? 

Colonel Ropes. It is on ice, 

Chairman Ricuarps. What is the address of the business? 

Colonel Ropes. 2 Route de Bouscoura. 

Chairman Ricwarps. Do you have any , Property or financial 
holdings there other than that business on ice? 

Colonel Ropes. No, sir, I have not except a beach house, and a 
Quonset hut that is set up on a lot there. It is fixed up as a residence 
that I can use if I wish. I also have some money that is owing me, 
and I have about $20,000 in taxes and customs which the State 
Department told me to pay under protest which I did pay under 
protest. Until recently I have been promised periodically that I 
would get them back. 

Chairman Ricwarps. I believe the last time you appeared here 
was last June? 

Colonel Ropsgs. Yes, sir. 

Chairman Ricuarps. You represented the American Trade Asso- 
ciation at that time. 

Colonel Ropes. Yes, sir. 

Chairman Ricuarps. What has become of that organization? 

Colonel Ropres. The American Trade Association has been merged 
at my advice with the American Chamber of Commerce. At the time 
that the American Trade Association was.formed, three different indi- 
viduals who were not Americans had the charter of the American 
Chamber of Commerce, which a member of the United States Chamber 
of Commerce sewed up in such a way that it could not be used. That 
situation was arranged after I got over here, and the American 
Chamber of Commerce, a member of the United States Chamber of 
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Commerce, exists. There is now no longer any reason for the existence 
of the American Trade Association. 

Chairman Ricwarps. What is the attitude of the American Cham- 
ber of Commerce in regard to your position? 

Colonel Ropes. The attitude of the American Chamber of Com- 
merce is very much for me. As a matter of fact, they wrote a letter 
to the President protesting this whole matter, a letter to the Presiden 
outling their views of what would constitute treaty compliance, 
that should be required by the Appropriations amendment. That 
more or less recommends the same lines of action that I proposed. 

I would be glad to put that letter in the record. 

Chairman Ricwarps. Do you want to introduce any evidence to 
the effect that the American Chamber of Commerce supports your 
position here? 

Colonel Ropes. I would like to send you that letter to be placed 
in the record, which shows that our position coincides. 

Chairman Ricuarps. They do not endorse your position, do they? 

Colonel Ropes. It would be difficult to say whether they do or 
not. I have no direct mandate from the American Chamber of 
Commerce ; I have from two different officers of the American Chamber 
of Commerce who were former officers of the American Trade Associa- 
tion. 

Mr. Vorys. I think if the gentleman gets a letter it will speak for 
itself, rather than asking him to speak in advance as to what the 
letter would be. 

Chairman Ricuarps. If you have a letter that supports your con- 
tention, we will be glad, without objection, to put it in the record. 

Colonel Ropes. Thank you, sir. 

While we are at that, I would like to bring out this: That materia! 
has been circulated by the State Department to the effect that the 
Arerican Chamber of Commerce did not support my position. In 
doing that they quoted from a letter of July 11, which someone in the 
Chamber of Commerce apparantly was induced to write when they 
had representatives out there who were promisiag that they were going 
to get everything arranged. Thev promulgated that around the end 
of November. Meanwhile the Chamber of Commerce sent a strong 
letter to the President asking exactly what I had been asking, vet 
when the Department of State promulgated this material to the 
Senate and elsewhere, they bad full knowledge of the existence of this 
other letter, and said nothing about it. 

Mr. Reece. Is that the letter that you want sent up for the record? 

Colonel Ropes. Yes, sir. 

Mr. Vorys. It seems to me that we ought to ask for a full explana- 
tion from the Department of State, and place it at this point in the 
record. I do not know whether we will have time to take oral testi- 
mony. I would be glad if it were agreeable to the Chairman to have 
Mr. Rodes see that material and give his comment on what the 
Department of State says. 

Now, of course, I have felt each time that Mr. Rodes has asked the 
Congress—— 

Chairman Ricuarps. If we want evidence on that we ought to have 
the Department of State give its position. 

Mr. Vorys. I was going to suggest that we have the Departmen! 
of State submit its statement and put it in the record at this pot 
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after his, and then permit Mr. Rodes to give an additional statement 
if he so desired. 

Chairman Ricwarps. | will ask the clerk to get a statement from 
the Department of State on that, and Mr. Rodes has already been 
viven permission by unanimous consent to insert his statement. The 
reason I asked that question, | knew that there was a certain state- 
ment to the effect that the United States Chamber of Commerce 
did not support your position. 

Colonel Ropes. I am awfully glad you brought that up because 
that is one of the best pieces of evidence | know of of the State De- 
partment’s lack of good faith in this matter. They promulgated 
that material and they knew of the existence of this letter, because a 
copy had been sent to them, but at the same time they made it appear 
that the Chamber of Commerce had the same attitude which it 
adopted when the Department sent people over there to promise 
them that they would arrange everything by negotiation. 

Chairman Ricuarps. I do not want to prolong this thing; the 
American Trade Association, how many members has it? Where 
did this organization originate? 

Colonel Ropes. The American Trade Association was formed of 37 
members in Morocco. 

Chairman Ricuarps. You formed it, did you not? 

Colonel Ropes. I did not form it; no, sir. It was formed by a 
group that got together. I was more or less senior there, and they 
asked me to take the chairmanship which I consented to do. 

Chairman Ricuarps. Let me ask you another thing. The Ameri- 
can Legion came in there and they had 25 or 30 members? 

Colonel Ropes. The American Legion had 40 members. 

Chairman RicHarps. And you were the prime mover in organizing 
the American Legion there? 

Colonel Ropers. No, sir; | was a charter member. 

Chairman RicHarps. Were you an official? 

Colonel Ropes. I was commander, but I was not there when it was 
organized, and I did not vote for myself, naturally. 

Chairman Ricuarps., Are there any other questions? 

Mr. Vorys. Do 1 understand this, Mr. Rodes, that a case has been 
brought in the International Court of Justice and do I understand 
by your statement that that is a phony case? 

Colonel Ropes. Yes, sir; absolutely; and 1 think if you read the 
statement— 

Mr. Vorys. I have just read your statement, and that is an 
extremely serious charge. 

Colonel Ropes. Sir, I do not believe you can make too serious a 
charge about the way this thing was handled. If you started and 
traced this whole thing through, and if the chairman here would ap- 
point a subeommittee and allow them to go through this for a total of 
about 30 or 40 hours, I think it would reveal more than you have 
ever dreamed could possibly exist. You had a reorganization here, 
ind that reorganization gave the State Department five or six addi- 
tional Secretaries of State. That reorganization stated that those 
Secretaries would each have complete jurisdiction in his own geo- 
graphical area; that he might call on other members of the Department 
of State and other agencies for advice, but he never need get their 
concurrence. That was done and George McGee became Assistant 
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Secretary of State for African and Near Eastern Affairs. In spite of 
that, 3 months later, Willard Throp still maintained what they called 
action control over this. 

Mr. Vorys. Please do not take our time by telling me about a 
departmental argument as to who is handling a particular matter iy 
the State Department. 1 asked you about your charge here, that 
case has been brought in the International Court of Justice, which 
you claim is substantially a fraudulent case. If it is, if that serious 
charge were true, I do not see how Congress could correct it by 
passing a law. 

Colonel Roprs. I do not think it is possible for them to correct that 
particular thing, but what they can do is this: they can determine 
the condition under which their funds will be expended. France is 
not trying to prove that she is complying with the treaties. What 
she is actually doing is bringing suit against the United States for 
economic aid. In other words, we decided that under certain condi- 
tions we would give France economic aid, and France said that those 
conditions should not be met. They are bringing suit in the Inter- 
national Court of Justice in effect to determine that—not to establish 
that they are complying with the treaties, which was the sole condition 
on which the aid was granted. 

Mr. Vorys. But that sovereignty having been changed, the 
treaties are by these various acts changed; is that not correct? 
That is what your statement says. 

Colonel Roprs. They claim they have the Department of State’s 
permission not to comply with the treaties and that permission should 
be valid, and that is why I would like—I do not want to repeat it, but 
the whole background is in the statement there. 


Mr. Reece. When you get the report from the Department of 
State, it will complete the picture, more or less, I should think. 

Chairman Ricuarps. Are there any other questions? If not, thank 
you, Mr. Rodes. 


AMERICAN CHAMBER OF COMMERCE OF Morocco, 
Casablanca, October 3, 1950. 
The PresIDENT, 
The White House, Washington, D. C. 

Dear Mr. Presipent: Amendment No. 476 of the General Appropriation Act 
of 1951 reads: 

“Provided further, That after November 1, 1950, no funds herein appropriated 
shall be made available to any nation of which a dependent area fails in the opinion 
of the President to comply with any treaty to which the United States and such 
dependent area are parties.”’ 

A letter from this chamber dated May 12, 1950, appears on page A4169 of the 
Congressional Record of May 24, 1950. It gives details of certain violations ol 
United States treaties of which the Moroccan Government was guilty. Some of 
these still continue. 

United States treaties with Morocco guarantees ‘economic liberty withoug 
inequality.”” They limit customs duties to 12 percent; prescribe impartial cus- 
toms evaluations; restrict taxes; preculde monopolies with certain specified excep- 
tions; and, above all, prohibit any restrictions on Moroccan import or export 
trade unless the restrictions apply identically to trade with all nations including 
France and Spain. ; 

The import restrictions imposed by the edict of December 28, 1948, which was 
accepted by the Department of State, have affected Americans more than French- 
men or any others. 

French businessmen established in French Morocco before the war contro! the 
great part of exclusive representation of American marks, and are therefore for the 
large part able to obtain the lion’s share of official dollars for their imports, 
while Americans, in business only since the last war, have an insignificant share 1n 
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the dollars available to Morocco for imports from the United States. Again, 
Frenchmen are at the same time representatives of French manufactured goods, 
which they can import payable in franes. Americans donot have any exclusive 
representation of French goods, or other non-American goods. 

Since the application of the afore-mentioned edict, some American veteran 
businessmen in Morocco, who were earning a living importing with their own 
dollars, or with dollars obtained outside of Morocco payable locally, were obliged 
to relinquish their business and return home. Others remained here, but found 
themselves almost completely denuded of their business activities. Several of 
the latter who have made substantial investments locally, gradually see their life 
savings dwindling until eventually they, too, will have to return home without 
funds. 

One spectacular problem created is that of personal automobiles. Americans 
have always been accustomed to drive comfortable American cars. Since the 
restriction of American automobiles into French Morocco in 1948, several Ameri- 
cans on returning from home last year brought in with them their personal auto- 
mobiles purchased with their own dollars while on vacation in the United States. 
When they returned here with their cars, they were obliged by the customs to 
sign an agreement to ship out their personal car within a certain period of time. 
Tired from their long voyage they had no alternative but to sign such an agree- 
ment, knowing fully well that it would force them to ship out their ear and be left 
without transportation, which was essential to carry on their business. The 
deadline arrived and Americans were obliged to get their cars out, which they did, 
some of them even paying a fine of approximately $25 for keeping their cars after 
the date of agreement. Some of these Americans are now forced to drive two-by- 
four French cars, whether they like it or not. It is really humiliating to see an 
American who used to drive a Buick or a Cadillac crawl along in a small non- 
American automobile. 

In recent discussions between the appropriate French officials at Rabat, the 
capital, and members of the American Legion, the latter were told that they 
might be authorized to bring in a personal car, provided they sign an agreement 
not to dispose of it before 2 years. The spirit in such a provision is not flattering 
to us American citizens, especially when our business reputation locally shows an 
irreproachable conduct. 

In view of the foregoing, it is respectfully pointed out that Morocco is failing 
to comply witb her treaties with the United States as long as she shall not— 

(1) End restrictions imposed on two-way trade with the United States 
which are not applied identically to trade with every other nation; 

(2) Compute and collect customs in complete conformity with the pro- 
cedures and rates established by treaty: 

(3) Cease the requirement for 3 percent guaranty for the importation of 
tea; 

(4) Discontinue entry taxes and ‘‘cessions’ 
addition to customs; 

(5) Conclude arrangements for prompt reimbursement of taxes and cus- 
toms collected in excess of those allowed by treaty and for just compensation 
for “‘cessions”’ in kind; 

(6) Cease all attempts to create or maintain monopolies in trade or trans- 
portation through cartels or otherwise, or to give a favored competitive 
position to any organization unless specifically permitted by treaty; 

(7) Permit American citizens residing and doing business in French Mo- 
rocco to import anything they desire for personal or household use. 

Request the Department of State’s immediate intervention to permit American 
citizens to import personal automobiles payable in dollars from their accounts 
in the United States. This question is very pressing, as several Americans are 
handicapped in their business, for lack of personal transportation. 

Our attitude is not anti-French, it is one of justice, cooperation, fairness, and 
the furtherance of American interests. This is the policy of the American Cham- 
ber of Commerce of Morocco, based on the policy of the United States Chamber 
of Commerce at Washington, D. C. 

It is hoped that officials of your Staff charged with making a determination of 
fact in connection with Moroccan treaty compliance will agree that each of the 
six violations listed above should be eliminated as a condition of further assistance 
to France. 

Respectfully yours, 


’ 


in kind which are imposed in 


Gus. G. Srrarron, President. 
85708—51 36 
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LeHARA SALES Corp., 
New York, N. Y., July 20, 1951 
Hon. James P. RicHarps, 
Chairman, Foreign Affairs Committee of the House of Representatives, 
Washington, D. C. 

Dear Mr. CuarrMan: We are informed by Col. Robert Rodes that you rais 
the question of whether the American Chamber of Commerce of Morocco js j; 
sympathy with legislation to assure equality for American trade and citizens | 
Morocco, to force return of taxes and customs collected illegally from Americans. 
and to assure that future collections will be in keeping with the existing treatics 

Our representative in Morocco, Maj. W. R. Simone, is vice president of the 
chamber of commerce in question and keeps us reasonably well informed of wha 
goes on in the chamber, in Moroccan circles, and American and consular circles 
The writer visited Casablanca last year and became personally familiar with some 
of the problems and personalities confronting American business activities ther 

The American Chamber of Commerce of Morocco has a membership of about 
180 individuals. The majority are not United States citizens. Some are Frene) 
nationals who have the agency for a single American product and depend entire|\ 
upon official allocations of foreign exchange for their business. Others ar 
naturalized citizens who usually are timid about offending the American consulat; 
In view of this it is difficult for the chamber to take a firm and decisive stand on 
any issue. 

Last spring we received a copy of a communication from the Department of 
State to the New York Commerce and Industry Association, of which we are 
members. This indicated that the Casablanca chamber was not entirely in 
sympathy with the legislative remedies which are advocated by Colonel Rodes. 
We communicated with Major Simone, who stated that the consulate had in- 
sinuated to the chamber that it pass a resolution discrediting Mr. Rodes and 
opposing the legislation, including that already on the statute books. 

Recently we received a cable from our representative, Maj. W. R. Simone, 
advising us that a strong group in the chamber was 100 percent back of Colone! 
Rodes. 

That is certainly our own position and that of Major Simone who, as we have 
stated, is the chamber’s vice president. The last official expression from the chan- 
ber, to our knowledge, was to the President of the United States, in Oetober 1950 
It stated that it was in favor of full enforcement of legislation to force treaty com 
pliance by withholding ECA funds from France, It confirmed the chanber's 
letter of May 12, 1950, which listed treaty yiolations and asked for legislation to 
end them. This letter expressed the opinion of the entire membership. It 
appears on page A4169 of the Congressional Record of May 24, 1959. 

While the Department of State may prevent some persons from voicing their 
disgust with the Moroccan situation, any claim that even a few Americans are 
satisfied with it is not justified by the facts as we know them. 

We would appreciate your informing your colleagues of the foregoing. 

Very truly yours, 


LEHARA SALES CORPORATION, 
C. F. Movtton, Vice President. 


The committee stands adjourned until 10 o’clock tomorrow morn- 
ing. 

(At 11:15 p. m. a recess was taken until Thursday, July 19, 1951, 
at 10 a. m.) 


STATEMENT SURMITTED RY THE DEPARTMENT OF STATE ON INTERNATIONA! 
Court or Justice, Ricguts oF NATIONALS OF THE UNITED STATES IN Morocco 
(FRANCE/UNITED STATES) 


Mr. Rodes charges that the suit instituted by the French Government against 
the United States in the International Court of Justice was a maneuver instigated 
by the Department of State for the purpose of evading the intent of Congress, 
as expressed in the Hickenlooper amendment. Mr. Rodes accuses the Depart- 
ment of State of ‘double dealing’’ and states that the suit is a ‘“‘phony.” 

The extent and validity of United States treaty rights in Morocco have long 
been a subject of dispute between the two Governments. Between World Wars 
I and II differences over the interpretation of these rights were frequent, particu- 
larly those rights pertaining to freedom of trade. Following World War II, and 
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prior to the enactment of the Hickenlooper amendment, the French Governmen: 
repeatedly proposed that the question of United States treaty rights in Moroeco 
be submitted to the International Court of Justice. Such proposals were made 
in June 1949 and July 1949, and in December 1949 the French Government went 
<0 far as to communicate to this Government the text of an application (sub- 
stantially identical to the one actually presented to the Court in October 1950 
which it had instructed its Ambassador et The Hague to file with the Court. 

The Department of State was reluctant to resort to litigation to resolve the 
basic dispute as long as it was possible to reach a satisfactory working acreement 
through negotiation between the two Governments. Extraordinary werld eco- 
nomie conditions and the enactment of the European recovery program required 
that the United States consent to forego temporarily the enfercement to the letter 
of its rights asserted under the treaties. In return for this the United States 
insisted upon and obtained from the French in December 1949 an agreement 
containing specific measures to protect the business interests of Americans in 
Morocco under the exceptional circumstances of the postwar period. 

After the enactment of the Hickenlooper amendment in 1950, however. the 
Department ot State was no longer in a position to oppose submission of the 
dispute to the Internationa) Court of Justice, since the amendment prevented this 
Government from continuing beyond November 1, 1950, the agreement reached 
in December 1949, and indeed prevented it from settling by negotiation any 
further questions which might arise. NLoreover, it would have inflicted a severe 
penalty on France without giving that country an opportunity to obtain an impar- 
ial judgment on the basic legal questions which it had long sought. The United 
States has traditionally upheld ¢rbitration as the proper means of settlement of 
disputes. The Department of State, therefore, had no recourse but to agree to 
the Court action. 

Mr. Redes also states that he doubts whether the Department of State will make 
an effective effort to protect United States interests in this case. This allegation 
is unfounded. The Department is now prosecuting the case to the best of its 
ability and will continue to do so. In the interests of presenting the strongest 
pessible case, the Department has invited interested Americans (including Mir. 
Rodes) to assist the Department in preparing the United States brief. 

The Court, on November 22, 1950, fixed the time limits for the written proceed- 
ings es follows: for the memorial of the French Government, March 1, 1951; for 
the countermemorial of the United States, July 1, 1951; for the reply of the French 
Government, September 1, 1951: and for the rejoinder of the United States. 
November 1, 1951. The French Government filed its memorial as required. The 
Department of State found, however, that the French Government had failed to 
identify properly in its pleadings the parties on whose behalf the proceedings were 
brought. Sinee the interests of Morocco and France were both involved in the 
case, the United States wished both countries as well as the United States to be 
parties to the case and to be bound by the Court’s judgment. The Department 
of State tried to obtain clarification of this matter from the French Government, 
hut was unsuccessful. The United States, therefore. on June 21 filed a prelimi- 
nary objection ¢sking the Court to rule on the identity of the party or parties 
which had instituted the proceedings and would be bound by the judgment of the 
Court. The time schedule will be readjusted after the Court has ruled on this 
matter. Pending a decision by the Court on this preliminary objection, however, 
the United States has reserved all its rights and interests in the case. 


STATEMENT BY Rospert E. Ropes in ReEpty TO StTaTeE DEPARTMENT STatTe- 
MENT ON UNITED SratTes/FrRANcE Cast Berore Toe Hacue 


Prior to 1947 French attempts against United States treaties in Morocco did 
not allege differences in interpretation. They were flagrant infringements, us- 
ually in the nature of probing actions attempted each time we changed consuls. 
rhevy were abaondoned each time the United States reminded France that our 
conditional recognition of their protectorate fully preserved our treaty status, 
with the implication that the recognition, if misunderstood, could be withdrawn. 

The first suggestion by France that the matter be taken to The Hague fol- 
‘owed our show of weakness when Secretary Acheson, in Paris early in June 
1949, abandoned the Moroccan compromise arrangement which his officials, in 
March 1949, had promised to obtain (p. 555, Committee on Foreign Affairs 
hearings on H. R. 7378). 
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France abandoned litigation attempts when the United States pointed out that 
the Sultan of Morocco would have to be party to any suit involving the Multi- 
lateral Act (Treaty) of Algeciras and that only the Sultan could institute a syit 
arising from the United States-Morocco Treaty of 1836. Legally the Sultan 
rules Morocco and French acts of usurpation would hardly be recognized in the 
International Court of Justice. The Sultan has always respected his treaties 
to the maximum extent permitted by the French. Moroccans insist that he 
opposes this present suit. 

The proposed litigation involved only Americans’ immunity from Moroccan 
laws until such laws are reviewed by the United States. This heretofore wel] 
recognized immunity is of unquestioned legality as long as France, Spain, and 
Britain retain similar privileges. However, it has no bearing on specific treat, 
terms which prohibit monopolies, fix taxes and customs, and guarantee the 
“open door’ and identical treatment for United States and French citizens and 
trade. France now refuses to honor any of these terms. 

The continuing validity of these terms has been stated unequivocally for 
publication by the Governor General of Morocco (Alphonse Juin), by the presidents 
of both the French and the ‘Moroccan Chambers of Commerce of Casablanca 
by France in a report to the United Nations, and by the United Nations, itself, 
On October 4, 1949, Assistant Secretary of State Willard Thorp stated, under 
oath, “‘This treaty (of 1836) is still in foree.”’ The terms of both United States- 
Morocco treaties are lawfully observed in the international (Tangier) zone of 
— where the international governing body has no trouble in interpreting 
them. 

The treaty violations include most of the anti-American measures which France 
has attempted and the United States has blocked over the past 30 years. It is 
absurd to connect such practices with present “extraordinary world economic 
conditions.”” Proponents of regimentation in the Department of State claim 
that one measure, import embargoes, helps Morocco’s dollar balance. Statistics 
refute this. Morocco’s dollar position was greatly improved with the ending of 
wartime restrictions in March 1948. The embargoes began in January 1949 and 
the retrogression, which everyone familiar with the situation had predicted, took 
place. See below: 


Four years of Morocco’s dollar trade, 1947 to 1950 


[Figures are millions of dollars. Percentages are percent of Morocco’s total exports and imports] 





t 1947 1948 1949 | 1950 








—— j 
| Amount | Percent} Amount | Percent Amount | Percent) Amount | Percent 
} 


Dollar imports: | | 
From United States___- 55.3 | 9. § 3 35.7] 12.1 
Other 4 | 3.8 | 3.6 | 3.8 19.7 | 6.6 








16.8 | 55.4] 18.7 
Dollar exports___.- 5. | 
Dollar deficit 








The Department refuses comment on restrictions which permit unlimited 
dollar purchases of luxuries including radios, cigars, the world’s finest tea. Red 
China furnished $10,730,000 of the 1950 imports, an increase of $5 million over 
1949. Necessities including DDT, textiles and used clothing are banned be- 
cause Americans sold them. The real result of the 1949 restrictions has been 
that which the French always intended—to divert all Moroccan dollars and all 
Moroccan exports into channels from which Frenchmen profit. 

The ‘specific measures” of the December 1949 agreement which the State 
Department ‘insisted upon’ in return for abrogating our treaties were dictated 
by France. The slight advantages which they gave Americans on paper, were 
nullified by French administrative tactics. (See Department’s statement in my 
testimony.) 

The 1949 agreement specifically preserved Americans’ right to trial before our 
own courts, their obvious right under equal treatment since Frenchmen are tried 
only in French courts. The agreement for litigation required France to main- 
tain the status quo in all respects until the International Court renders its de- 
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cision. Shortly after the court action was instituted, France began to hail 
sailors and civilians from our Navy base before French courts. 

Charges attributed to me in the State Department’s first paragraph are sub- 
stantiated by statements in its fourth paragraph. The appropriation restriction, 
if observed, would stop treaty violations. If, as is claimed, it prevented con- 
tinuance of the agreement of December 1949, that is only because the agreement 
permitted violations. The charge of evading the intent of Congress is admitted, 
but justified by the Department’s opinion that the penalty prescribed by Con- 
gress was too severe. A letter to the Secretary of State from a Senator who 
usually supports administration foreign policy, analyzes this action more ably 
than Il can. It is attached. 

The Department’s high principles seem to apply only when they aid foreigners. 
If litigation is a ‘‘proper means” of settling this dispute it should have been 
adopted in 1948 when the Department found that French taxes and customs in 
Morocco were “‘illegal,’’ ‘‘unjust,” ‘“‘arbitrary,” and ‘‘discriminatory,’’ but was 
unable either to stop them or to obtain refunds which it had promised to exact. 

The claim of compulsory jurisdiction has no basis in fact. (See letter to Senator 
George in my testimony.) The present attempt to spell out a moral obligation 
seems intended to divert attention from the unfounded claim of legal obligation 
with which Department sought to mislead the public and the Congress for 6 
months. 

The charge that the case is not vigorously and expeditiously handled does not 
reflect on the Department’s Legal Division, who are not allowed unhampered 
exercise of their profession. There is strong evidence that the attorneys will not 
make all available legal arguments, that such arguments must be subordinated 
to political considerations and that European Division personnel must be consulted 
so that our defense will not conflict with their policy toward France. 

The invitation to assist in preparing the brief was made 8 days before the 
brief originally was due. It requests small firms to participate with RCA, America 
Cable & Radio and others in engaging common counsel. These firms have 
widespread operations depending on agreements with the French communications 
monopoly. st fall I requested that I and my counsel be permitted to see the 
French brief and suggest points which the answer should cover. This was denied 
because the French insist that the briefs be kept secret. 

The remarks about clarification of the point as to whether or not France 
represents the Sultan of Morocco in the Court, supports my contention that the 
case is not effectively defended. I pointed out in a letter dated November 3, 
1950, that France lacks authority to sue in the Sultan’s name and that Morocco 
is not a member of the Court. Shortly afterward I called on the Department’s 
legal director and suggested, among other things, that a motion to quash be filed 
on the grounds that the Sultan had not signed as plaintiff. This was refused. 

The result is additional delay with continued unauthorized aid to France. It 
would seem to be intentional and entirely consistent with the Department’s policy 
in this matter. The way to determine whether or not Morocco is suing us is to 
move to quash, not tg,exchange conversations and notes with the plaintiff. 

I also suggested a motion for summary judgment which I believe would be amply 
justified. This was likewise refused. 

The Court time schedule on the Morocco matter could have been as short as on 
the Iranian oil case if the Department had wanted justice, rather than an excuse to 
give France a half billion dollars on terms other than those on which it was ap- 
propriated. The Department knows that the suit, even if the French are success- 
ful, cannot establish the full treaty compliance which alone would justify con- 
tinued aid. Subsequent to the suit (January 26, 1951) aletter signed for Secretary 
Acheson by Assistant Secretary McFall admitted: ‘Some of the details of the 
provisions of the Act of Algeciras are not being followed.” 

My communications to the Department and my statements about this matter 
have been made, to the best of my ability, specific, concrete and factual, and have 
been documented. The Department’s replies and rebuttals, almost without 
exception, have been vaguely general, evasive, and have lacked supporting data. 
The Department gives every evidence of having determined to pursue a certain 
course of action regardless of law, justice or facts. An exchange of correspondence 
with the Department’s legal adviser, attached, is illustrative of this situation. 

A sheet giving five excerpts of State Department reports on its handling, past 
and present, of the Moroccan situation is attached. It gives a clear idea of why 
most normal Americans who must rely on the Department of State have lost all 
respect for it. 
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JANUARY 3, 1951. 
Hon. Dean ACHESON, 
The Secretary of State, 
Department of State, Washington, D. C. 

Dear Mr. Secretary: | have long been concerned about French Morocev’- 
refusal to abide by treaties which assure American trade and enterprise “economic 
liberty without any inequality” and which fix rates and procedures for taxe- 
and customs. However, | refrained during 1949 from voting for sanctions to end 
this situation, believing that your Department would adjust the matter satis- 
factorily by negotiation. When this was not done, I supported, and the Senate 
approved, an amendment to the Economic Cooperation Administration Act 
which would have withheld ‘‘counterpart funds’’ from France so long as thy 
treaty violations continue and which stated that treaties would remain in force 
unless altered by constitutional treaty-making authority. When your Depart ment 
and the ECA Administrator insisted that this amendment was unnecessary, the 
Connally amendment which left full discretion with your Department was 
adopted in conference and became law. 

My letter of June 12, 1950, stated certain acts of treaty compliance which it 
seems reasonable that your Department should obtain under authority of the 
Connally amendment. Mr. McFall’s answer of June 23, 1950, made it clear that 
your Department had decided to tolerate all of the abuses I mentioned. Mr 
Hunelsine’s menorandun to the Appropriations Committee confirmed this 
decision and intimated that your Department’s own agreements had modified 
the Moroccan treaties. ‘ 

Since it was apparent that no action could be expected under the Connally 
amendment, I joined a preponderant majority of the Senate in voting in effect 
to cut off aid to France if Moroccan treaty violations continue. Even the majority 
leader, opposing the proviso, agreed that your Department’s claim that other 
acts had modified the treaties, could not be accepted. The final law was aimed 
at those acts which “in the opinion of the President’’ were treaty violations. 

I now learn that France is suing the United States at The Hague on the grounds, 
to use your Department’s summary, “that the United States’ treaty position in 
Morocco is anachronistic, that certain of our treaty rights have ceased to exist, 
or have been superseded by later agreements or policies.’’ I also learn that your 
Department has agreed that aid to France and the Moroccan treaty violations 
both will continue until the Court renders its decision. 

The appropriation amendment was clearly intended to give France her option 
of making Morocco comply with our treaties or of foregoing our economic aid. 
It is also evident that the intended criterion is the wording of the treaties them- 
selves and that this was adopted after full consideration of your Department's 
reasons for wishing to substitute other criteria. 

I do not intend at this time to explore the factual, legal and constitutional 
questions arising out of this suit, although I would appreciate your detailed re- 
marks on the objections to your action filed by the American Trade Association 
of Morocco on November 3, 1950. However, I do believe that the suit should not 
nullify the legislation by continuing aid while treaty violations admitted by your 
Department continue. 

I would appreciate very much your present opinion on the Moroccan treaty 
and trade situation. 

Sincerely yours, 


United States Senator. 


New York 23, N. Y., November 3, 1950 
ADRIAN Fisuer, Esq.,- 
Legal Adviser, Department of State, 
Washington, D. C. 

Dear Mr. Fisuer: I have examined the Department’s memorandum of 
October 27, 1950, which states that France has asked the International Court of 
Justice to invalidate certain terms of treaties between the United States and 
Morocco; that the United States has agreed to abide by the Court’s decision and 
that meanwhile, the President will withhold opinion as to whether Morocco 
complying with the treaties in question and, presumably, will permit continuatio! 
of payments to France which current legislation makes contingent upon Morocco = 
treatv compliance. 
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This memorandum raises policy questions which will be brought to the atten- 
tion of appropriate authority. You are requested to consider several legal 
questions, any one of which would seem to justify reversal of the above decision. 


BASIS OF DISPUTE 


Treaty compliance would mean that Americans in Morocco could trade with 
the United States on a footing identical with that of citizens of any other country 
ip trading between Morocco and their homelands; that customs and taxes would 
be assessed and collected as required by the Act of Algeciras and that over- 
charges resulting from failures to comply with the act would be reimbursed; that 
Americans would be assured the liberty which our treaties guarantee of free 
competition in any Moroccan business, specifically including the right to compete 
with any monopoly or cartel established in contravention of treaty terms. 


FRENCH HAVE NOT ESTABLISHED A PRIMA FACIE CASE 


While the Department of State has held, for various reasons, that some of these 
measures should not be enforced, it has admitted that treaty compliance would 
require them. Its memorandum to the Senate Appropriations Committee 
stated: “The United States enjoys certain rights in Morocco including * * * 
most-favored-nation treatment for United States commerce and ‘economic liberty 
without any inequality’ ’’ and stated further: ‘“‘The treaty of 1836 requires 
equality of treatment to trade between Morocco and both France and the United 
States.” 

French officials often have made similar statements. The following excerpt 
from France’s 1949 report to the United Nations is found on page 118, volume II, 
United Nations Report on Non-Self-Governing Territories, Lake Success, 1950: 

“The customs status of Morocco is based on the following principles: Freedom 
of trade, and equal treatment among all countries (the Act of Algeciras), customs 
unity within the entire Sherifian Empire and uniform customs tariffs for all na- 
tions; however, the duty on imports cannot exceed 10 percent ad valorem.” 
(Statistical and other charges amounting to an additional 2% percent are not 
included.) 

On October 31, 1950, France in declining to give Morocco more independence 
stated: ‘Any reconsideration of the treaty of Fez (establishing the protectorate) 
would sutomatically involve the Algeciras Powers, including Russia, which settled 
the first Morocco crisis in 1906.”’ If the powers which relinquished their Algeciras 
rights in exchange for France’s obligations under the protectorate can insist that 
the latter remain unchanged, it seems clear that our rights, which were retained 
when we conditionally recognized the protectorate, remain as they were established 
at Algeciras. 

A dispatch on the subject of the French court action, by Michael Clark to the 
New York Times under Paris dateline October 13, 1950, ends: ‘‘There has been 
talk in French circles of taking the dispute to the International Court of Justice 
at The Hague, although the French are afraid that little can be expected to come 
of such a move.” 

This suit is a flimsy pretext for continuance of both aid and treaty violations 
in spite of legislation clearly intended to end either one or the other. 


FRANCE IS NOT QUALIFIED TO SUE 


The United States official conception of Morocco’s status was stated under oath 
bv Assistant Seeretary Willard Thorp: ‘‘Morocco is a sovereign nation under the 
rule of a Sultan.’’ This was confirmed by France when Morocco was excluded 
from the Atlantic Pact although Algeria, less important strategically, was in- 
cluded. It follows then that since the approriations restriction involves only 
United States-Morocean treaties and not treaties or other agreements with 
France, only Morocco can sue regarding them. Since Morocco is a nonmember 
nation, she can become party to the Court statute only with the epproval of the 
United Nations General Assembly and of the Security Council. Even then, the 
United States should determine whether the action is really that of the treaty 
power, namely the Sovereign of Morocco, or is unauthorized action by French 
personnel legally under his jurisdiction. 

In view of the fact that the entire French case stems from the forcing of free 
convertibility of Moroccan and.French exchange, in an illegal fiat over the Sultan’s 
disapproval, and since all Moroccans desire the ‘‘open door’? which our treaties 
cuarantee, it seems almost certain that the action would be unauthorized. 
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FRANCE AND MOROCCO HAVE NO CAUSE OF ACTION 


If there is an aggrieved party, it is the United States. Neither France nor 


Morocco has any cause of action. The treaty violations which give France and 
her nationals economic preference in Morocco are continuing. Even if Morocco 
favored these measures she would have no complaint for they are in full force 
The French official despatch admits that France is having her own way in enforce- 
ing regulations protested by the United States and that it is only the Hickenlooper 
amendment which has made the suit necessary. France’s only grievance is that 
the United States has placed certain conditions on the continuance of France’s 
ECA funds. An action based on this claim is absurd. 


FRANCE OFFERS NO DEFENSE EITHER LEGAL OR EQUITABLE AGAINST CERTAIN OF 
THE COMPLAINTS MADE BY AMERICANS 


The only complaints by Americans which France has disputed, on any basis, 
are those directed against Moroccarf ‘‘consumption taxes’? and import embargoes, 
She challenges the United States’ heretofore admitted right to approve or dis- 
approve such measures insofar as they affect American interests. This is beside 
the point. The taxes are levied on United States necessities while French luxuries 
are exempted. The embargoes exclude United States products while similar 
products from France and other nations are admitted. Approved or disapproved, 
these measures contravene treaty terms limiting taxes and assuring equal treat- 
ment and an “open door”’ for our commerce. 

France does not attempt to defend her illegal customs assessment methods nor 
her illegal monopolies. Both of these practices have been condemned as not 
only illegal but arbitrary by well-qualified Moroccan and French opinion. The 
French admission to the United Nations that the Act of Algeciras requires ‘“cus- 
toms unity within the entire Sherifian Empire’’ and her claim that this is in effect, 
makes it impossible to defend the special customs barriers and practices actually 
instituted unilaterally in the French zone. 


THE COURT ACTION HAS NO BEARING ON THE APPROPRIATIONS LEGISLATION 


The Department’s memorandum accurately summarizes the French position as 
follows: ‘The French Government maintains that the United States treaty posi- 
tion in Morocco is anachronistic, that certain of our treaty rights have ceased to 
exist or have been superseded by later agreements and practices.” 

An identical contention was advanced by the Department in attempting to 
persuade Congress to defeat the restriction which it enacted. The Department's 
memorandum on page 258 of the Senate hearings on ECA reads in part: ‘It is 
noted that some of the complaints they (Americans) have made appear to be based 
on the original treaty position rather than on the failure of the French to live up to 
their agreement with the United States. It is apparent that misunderstandings 
have developed between the United States and France over our treaty position 
and the French appear to believe that we are clinging to outmoded rights.” 

This French point of view, that other arrangements might alter the treaties, was 
considered and discarded when the legislation was debated. Page 11513 of the 
Congressional Record for July 31, 1950, shows that Senator Lucas, when asked 
whether “even the ECA Act can set aside a treaty * * * ratified by the Senate 
of the United States,’”’ answered: ‘‘No. I do not agree at all that a law can set 
aside a treaty.”” He urged, nevertheless, defeat of the legislation ‘‘regardless of 
any technicalities which might be raised with respect to whether a treaty has been 
violated or has not been violated.”’ Passage of the legislation after consideration 
of this proposal makes it obvious that Congress intended aid to be cut off unless 
Moroccan treaties are honored. 

The equity and basic merit of the French contentions also was reviewed in detail 
before the legislation was passed. The lengthy attempted justification of the 
French position appended to the Department’s memorandum of October 27, 1950, 
is identical with the material appearing on pages 258-263 of the committee's 
hearings report. An answer, circulated to Congress, is attached hereto. 

The French make no claim that Morocco is complying with the treaties in 
question. They merely seek to have the Court declare that for various reasons the 
treaties should not be enforced. Even if the Court should make such a decision, 
it would not justify continued aid to France, which, after due consideration, Con- 
gress has made conditional upon treaty compliance. 
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TO SUMMARIZE 


The Department’s own findings, official French statements and France’s 
pleadings all indicate a case which is far too flimsy to constitute even a pretext 
for delay in application of the legislative restriction. 

France is not qualified to bring, in her own name, an action relative to United 
States-Moroccan treaties. If the action is brought in Morocco’s name, the 
sultan’s authorization is necessary and United Nations approval seems to be 
required. 

Neither France nor Morocco has a cause of action as neither is prevented from 
continuing treaty violations. The action is, in reality, one to continue ECA 
grants to France without fulfillment of a condition on which the funds are author- 
ized, 

Certain of Morocco’s admitted treaty violations are neither denied nor de- 
fended in France’s action. 

Even if France’s action to invalidate the treaties should be entertained and 
should succeed, it will not establish the treaty compliance by Morocco which 
alone justifies continued aid to France. 

I hope that you will carefully consider the foregoing and will change the De- 
partment’s recommendation to the President accordingly. 

Yours sincerely, 
Rospert Emmet Ropes, 
President, American Trade Association of Morocco. 


DEPARTMENT OF STATE, 
Washington, December 19, 1950. 
Mr. Ropert Emmet Ropes, 
President, American Trade Association of Morocco, 
New York, N. Y. 

My Dear Mr. Ropes: The receipt is acknowledged of your letter dated No- 
vember 3, 1950, dealing with the action to be taken as a result of the French 
submission of the Moroccan Treaty question to the International Court of 
Justice. 

As you have requested, I have given careful consideration to the arguments 
presented in your letter and its attachments. It appears to me that all the points 
raised in your letter will properly be before the International Court of Justice 
when it considers the case. Even though we may not agree with the French 
contentions, it would hardly be appropriate for the President of the United 
States to take action based on a unilateral opinion on these matters while they 
are pending before the Court. The President has expressed agreement with this 
conclusion, and I do not feel that I could conscientiously recommend a different 
course of action. 

Sincerely yours, 
AprRIAN 8. FISHER, 
The Legal Adviser. 


Quotations ArE From Strate DeparTMENT RECORDS AND CORRESPONDENCE 


State Department, 1929—Secretary of State to U. S. Ambassador in Paris 


(United States Foreign Relations, 1929, vol. III, p. 491): “The Department * * * 
commends your efforts to expedite action in the several matters concerning 
Morocco * * *, An increasing tendency of the Protectorate authorities to 
disregard the regime of the Open Door and to encroach upon American rights 
generally has been observed by the Department and apparently, if the protests 
which this Government has found it necessary to make to the French Government 
from time to time are not to be regarded as merely perfunctory by the latter, such 
action as that reported in the despatch under reference will occasionally be 
necessary.” 

State Department, 1948—Casablanca Consul-Genera! to American Trade 
Association in Casablanca, letter of July 16, 1948: “These problems have not only 
been under continued study, but most of them, notably the questions of import 
duties, import licenses, and discrimination against American business interests, 
have given rise to representations to the Protectorate authorities by this office 
and the American Legation in Tangier, the result of which has been a partial, 
if not complete, improvement of the situation.” 
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State Department 1949—Casablanea Consul-General to American Trade 
Association in Casablanca, letter of February 7, 1949: ‘Actions of the Pro 
tectorate Government which infringe upon American treaty rights, or whic! 
discriminate against Americans, have been protested, in some cases repeated|y, 
by this office. Needless to say, all such matters are reported to the Department 
of State, and when consular protests prove to be of no avail, requests are made 
for further instructions. The Consulate General * * * would be exceeding 
its own competence to make conjectures of what the results * * * will be.’ 

Secretary of State to Senators and Members of Congress concerning the De- 
partment’s public hearing on French restrictions and embargoes on America: 
trade, letter of November 17, 1949: “You will observe that the comments of the 
businessmen frequently extended beyond the indicated scope of the meeting, and 
included statements (1) that the United States is not now fully enforcing its treaty 
right; (2) that certain merchandise for which there is a popular demand may not be 
imported; (3) that no proposals were made with respect to American investments: 
(4) that Americans have been subject to discrimination in the administration of th 
import controls.”’ 

State Department, 1950—Report to Senate Appropriations Committee, June 
5, 1950: “The Department has made and is continuing to make every effort to 
improve the situation. As a result of recent United States representations made 
in Paris, it is understood that steps are being taken to create a more favorable 
atmosphere.”’ 


(The following was submitted for the record by the Department 
of State:) 


MATERIAL SUBMITTED BY THE STATE DEPARTMENT ON THE 
Moroccan TrapgE Conrrots PROBLEM 


1. Copy of a Background Memorandum issued by the Department of State 
on November 28, 1950. 

2. Copy of a letter from the American Chamber of Commerce of Morocco to 
the American Consulate General, Casablanea, Morocco, dated July 12, 1950. 

3. Copy of a letter from the American Chamber of Commerce of Morocco to 
the President, dated October 3, 1950. 

4. Excerpt from the 1950 Annual Report of the American Chamber of Com- 
merce of Morocco. 

BACKGROUND MEMORANDUM 


Morocco is divded into three zones, all of which are under sovereignty of the 
Sultan: (1) the International Zone of Tangier which is governed by an inter- 
national administration in which the United States participates; (2) the Spanish 
Protectorate; and (3) the French Protectorate. 

The French Protectorate, to which the United States has given recognition, was 
established under a treaty of 1912. United States treaty rights in French Morocco 
are based on a treaty of 1836 between Morocco and the United States, the Madrid 
Convention of 1880, and the General Act of Algeciras of 1906. Under these 
international agreements, the United States claims certain treaty rights in Morocco 
including the right of extraterritorial jurisdiction, most-favored-nation treatment 
for United States commerce and “economic liberty without any inequality.” 
The right to freedom in matters of commerce is subject to an exception as regards 
the importation of a few specified products. Morocco is the only country in the 
world where the United States still exercises extraterritorial jurisdiction and 
maintains its own consular courts. Moreover, the United States is the only coun- 
try that continuous to exercise such rights in French Morocco. 

Because of our treaty rights, and based on custom and usage, it has been 
customary for the French Protectorate Government of Morocco to obtain this 
Government’s assent before considering local laws or decrees as being applicable 
to American ressortissants (American citizens and persons entitled to the pro- 
tection of the United States Government). 

In 1939, the French Protectorate Government, in line with similar measures 
taken in France at the outbreak of war, instituted through various decrees a 
system of exchange and import controls in French Morocco. These laws had the 
effect of subjecting foreign exchange transactions to the control of the Protectorate 
Government and of requiring on import license for all imports save those from 
France and Algeria. At that time, this Government reserved its position with 
respect to those controls and withheld its assent to their application to American 
ressortissants. In 1944, however, we assented to the application of exchange 
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controls to American ressortissants. This did not cover import controls. The 
withholding of our assent to import controls permitted Americans who established 
themselves in the import and export business in Morocco following the end of 
World War II to import more or less freely from the United States provided they 
did not ask the French Protectorate for an official allocation of exchange to pay for 
such imports. During the period from March through December 1948, uncontrol- 
led imports of most commodities were permitted for persons of all nationalities. 
The French alleged that the dollars to finance these imports were being obtained 
illegally in Tangier and on the black market and that these transactions exerted 
pressure on the value of the france by causing dollars to move out of the hands of 
the French exchange control system and into Tangier and the black market. 

The French Protectorate Government, therefore, promulgated a decree on 
December 30, 1948, which had the effect of limiting imports without an official 
allocation of exchange to a list of essential items (they now total 20) and subjected 
inports of these items to the requirement of an import license. The import 
controls in question apply to persons of all nationalities in Morocco and to im- 
ports from all monetary zones with the exception of imports from the france area. 
French Protectorate authorities began immediately to apply this decree to 
American ressortissants without the assent of this Government and detained in 
the customs merchandise consigned to American importers. 

However, it should be pointed out that these controls were put into effect in 
conformance with France’s commitment under the European Recovery Program. 
The Government of France, specifically acting on behalf of the French zone of 
Morooco and other areas in the frane zone for which it has assumed international 
responsibility, agreed in signing its bilateral agreement with the United States 
pursuant to the Economie Cooperation Act, as required by Congress in subsection 
115 (b) (2) to take: 

“Financial and monetary measures necessary to stabilize its currency, establish 
or maintain a valid rate of exchange, to balance its governmental budget as soon as 
preticable and generally restore or maintain confidence in its monetary system.” 

Accordingly, this Government recognized the temporary necessity for these 
import and exchange controls while at the same time recognizing that American 
businessmen in Morocco had legitimate grievances against French Protectorate 
officials. These included certain discriminatory practices in the administration 
of import controls, the arbitrary valuation of imports for customs purposes, the 
detention of merchandise in the customs and the collection of certain consumption 
taxes to which this Government had not given its assent. 

The problem was, therefore, discussed with French officials early in 1949, and 
on the basis of proposals which partially met our requests (including the release 
of merchandise then held in the customs), temporary assent was given to the 
decree of December 30, 1948, on June 10, 1949, for a period of 3 months, subject 
to further negotiations. Temporary assent was successively extended to December 
31, 1949, during which time negotiations continued both in Morocco and with 
the highest French officials in Paris. On December 31, 1949, this Government 
gave its assent to the application of import controls to American ressortissants 
for an indefinite period on the basis of agreements which had been reached on 
that date regarding the application of the controls to Americans. 

The United States Government’s note of December 31, 1949, to the French 
Resident General giving this assent stated that the controls were considered 
necessary because of exceptional economic conditions and that the assent could 
be withdrawn on 30 days’ notice. In addition, such assent was given with the 
statement that United States treaty rights, including the jurisdiction of our 
consular courts, were fully reserved. 

Throughout the negotiations which led to the giving of this assent, it was the 
consistent endeavor of the Department of State to obtain the best possible 
arrangements for American importers in Moroeco and to protect American 
interests. The agreements reached with the French include the following provi- 
sions which were designed for the benefit of American importers: 

1. The addition of 1] items to the list of goods which may be imported more 
or less freely when no official allocation of foreign exchange is requested of the 
Protectorate Government. This brings to 20 the number of items which may be 
imported by Americans without an official allocation of exchange. (A list of 
these items is enclosed for your information.) 

2. The establishment of a bidding procedure for all products susceptible of such 
& system and for which the Protectorate Government grants official allocations 
of foreign exchange. This provision is designed to permit Americans to participate 
in the controlled imports program of French Morocco on a competitive basis. 
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3. The establishment of specific quotas for importers not previously in business 
on certain other goods included in the official imports program. 

4. The use of a uniform basis of valuation of imported goods for customs 
purposes, and, under certain conditions, the issuance of import licenses for certain 
categories of maintenance goods, not for resale. 

5. Agreement was also reached on the establishment of a joint consultatiy; 
mechanism to settle complaints made by Americans regarding the administration 
of the import controls and the operation of the December 31 agreement. This 
Government is represented on this group by the American consul at Rabat who is 
assisted by two of our vice consuls, one from Rabat and one from Casablanca, who 
act as technical advisers to the consul. The French Protectorate Government is 
represented by the diplomatic counselor and three other French Protectorat, 
officials who act as his technical advisers. The group meets on an ad hoc basis, and 
at the request of our consul at Rabat, on an average of about once every 2 weeks 
for the purpose of discussing and settling complaints brought to the attentior 
of our officials by American businessmen. 

The consultative group has been effective in protecting Americans in Morocco 
from discriminatory practices and in settling complaints brought to its attentio. 
by American importers. Further, in June of this year, this Government sent a 
group, consisting of two representatives from the State Department and a repre- 
sentative each from the Department of Commerce and the Economic Cooperation 
Administration, to Morocco for the purpose of investigating the situation of 
American businessmen in the French Protectorate. This group met with our 
officials in Casablanca, Rabat, and Tangier and also met with representative 
American businessmen in Casablanca. This group found that many of the 
Americans favored working within the present agreement with the French on 
import controls but desired a further expansion of the free list; and that repre- 
sentations made to Congress by certain. individuals were somewhat exaggerated. 
In this connection, the following excerpt from a letter dated July 12, 1950, from 
the American Chamber of Commerce in Morocco to the American Consulate 
General, Casablanca, explaining the views of that organization on this subject 
is quoted: 

“During recent chamber meeting the entire membership was unanimous that 
some modification of the present import restrictions is both desirable and neces- 
sary. Whereas some members expressed a desire for a complete liberty of imports, 
the majority, convinced that a total liberty of imports is not feasible at present, 
they seem to agree that the inclusion on the list of additional goods and wares 
represented by them would be acceptable until such time that exchange condi- 
tions would permit free and unhampered trade.” 

Furthermore, some of the Americans in Morocco, who have been in business 
there since before the war, have made it clear that they have been able to carry 
on their activities successfully and are not entirely in sympathy with the views 
expressed by those advocating legislative remedies in Congress. 


ITEMS ON FRENCH MOROCCAN ‘‘FREE’’ IMPORT LIST 


The following items were included in the original list of goods to be imported 
without an allocation of official foreign exchange, published in January 1949: 
Milk, sugared or unsugared, concentrated or powdered 
Sugar and molasses 
Coffee, green or roasted 
Green tea 
Capital equipment and spare parts 
Cement 
Ferrous and nonferrous metals 
Heavy-duty tires 
Lubricants 
The following items were added to the list on December 31, 1949, as a result 
of our negotiations with the French: 
Raw jute fiber 
Raw cotton fiber 
Manufactured tobacco 
Certain pharmaceutical products: antibiotic, radio-active and antimalaria! 
products in quantities authorized by the central pharmaceutical servic 
in accordance with the need for each product 
Raw materials for soft drinks 
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Radio sets, including spare parts and tubes 

Passenger car tires of special sizes 

Station wagons, not to exceed in value $2,250 factory list price 
Jeeps (all classes) and similar four-wheel drive vehicles 

Sewing machines (all kinds) including needles and spare parts 
Steel tubes and joints 


Jury 12, 1950. 
AMERICAN CONSULATE GENERAL, 
Place de la Fraternite, Casablanca, 

Sirs: In accordance with our discussions on Tuesday, June 28, and Sunday, 
July 3, on the extension of the list of articles provided by the edict of December 28, 
1948, and subsequent provisions, there is enclosed a list of articles of American 
manufacture represented by members of the chamber, which the membership 
is desirous of having added to the list of free imports. There are hundreds of 
other American-manufactured goods represented by our members, some of which 
are presently on the free list, while others are totally excluded. The exclusion 
of the bulk of articles handled by our members causes irreparable business losses. 

During recent chamber meetings the entire membership was unanimous that 
some modification of the present import restrictions is both desirable and neces- 
sary. Whereas some members expressed a desire for a complete liberty of 
imports, the majority, convinced that a total liberty of imports is not feasible 
at present, they seem to agree that the inclusion on the list of additional] goods 
and wares represented by them would be acceptable until such time that exchange 
conditions would permit free and unhampered trade. 

Tt will be noticed on the attached list that such articles as automobiles, house- 
hold refrigerators, nylon stockings, whisky, and other items do not fall under the 
category of essential goods. The word essential can be interpreted in several 
ways, and consequently it is not our purpose here to discuss. However, such 
goods as whisky and American nylons whose importation into French Morocco 
is presently forbidden, enter in contraband and find their way behind the counters 
of stores in Casablanca, where they are sold at 30 to 40 percent higher than the 
current retail price prevailing in countries where no import controls exist. There- 
fore there appears no reason why such articles should not be imported by our 
membership. 

The edict of December 1948 was accepted by the State Department in order 
to bring about an improvement in the French economy and stabilize the france. 
From all indications France has recovered considerably in the past few vears. If 
this apparent recovery is true, there is less need at present for a restriction of 
imports for French Morocco than there was at the time when the restrictions 
were put into effect. 

The Chamber of Commerce of Morocco was organized for the purpose of pro- 
moting trade between the United States and French Morocco by bringing in 
contact American and French importers with United States manufacturers and 
export firms. In order to achieve our purpose we will need to request or influence 
legislation in the protectorate government that will permit American-manufac- 
tured goods to flow in and compete on an equal basis with European manufactures. 
It is therefore suggested that in future conversations with the French Government 
our officials think in térms of American interests, both there and at home, rather 
than on altruistic lines. It is further suggested that in future conversations the 
Mixed Commission include two members of the American Chamber of Commerce, 
one American and one Frenchman, the latter an exclusive agent of American firms. 

Respectfully yours, 
Gus G. Srratron, President. 
\merican automobiles American all type of tools and machinery 
\merican textiles American paints 
\merican whisky American chemical products 
American nylon stockings American paper articles 
American pens and pencils American used clothing 
American insecticides American electric stoves 
American household refrigerators 
Submitted by the American Chamber of Commerce of Morocco. 
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AMERICAN CHAMBER OF COMMERCE OF Morocco, 
October 3, 1950 
The PRESIDENT, 
The White House, Washington, D. C. 

Dear Mr. Presipent: Amendment No. 476 of the General Appropriation \c: 
of 1951 reads: ‘ Provided further, That after November 1, 1950, no funds herei; 
appropriated shall be made available to any nation of which a dependent area 
fails in the opinion of the President to comply with any treaty to which tly 
United States and such dependent area are parties.”’ 

A letter from this chamber dated May 12, 1950 appears on page A—4169 of the 
Congressional Record of May 24, 1959. It gives details of certain violations of 
United States treaties of which the Moroccan Government was guilty. Some | 
these still continue. 

United States treaties with Morocco guarantee ‘‘economi¢ liberty without in- 
equality.”” They limit customs duties to 12 percent, prescribe impartial cust > 1s 
evaluations; restrict taxes; preclude monopolies with certain specified exceptions; 
and, above all, prohibit any restrictions on Moroccan import or exvort trade unless 
the restrictions apply identically to trade with all nations including France and 
Spain. 

The import restrictions imposed by the edict of December 28, 1948, which was 
accepted by the Department of State, have affected Americans more than Frene|- 
men or any others. 

French businessmen established in French Morocco before the war control the 
great part of exclusive representation of American marks, and are therefore for the 
large part able to obtain the lion’s share of official dollars for their imports, while 
Americans, in business only since the last war, have an insignificant share in the 
dollars available to Morocco for imports from the United States. Again, French- 
men are at the same time representatives of French manufactured goods, which 
they can import payable in franes. Americans do not have any exclusive represen- 
tation of French goods, or any other non-American goods. 

Since the application of the aforementioned edict, some American veteran 
businessmen in Morocco, who were earning a living importing with their own 
dollars, or with dollars obtained outside of Morocco payable locally, were obliged 
to relinquish their business and return home. Others remained here, but found 
themselves almost completely denuded of their business activities. Several of 
the latter who have made substantial investments locally gradually see their 
life savings dwindling until eventually they too will have to return home without 
funds. 

One spectacular problem created is that of the personal automobiles. Ameri- 
‘ans have always been accustomed to drive comfortable American cars. Since 
the restrictions of American automobiles into French Morocco in 1948, severa! 
Americans on returning from home last vear brought in with them their persona! 
automobiles purchased with their own dollars while on vacation in the United 
States. When they returned here with their cars, they were obliged by the 
customs to sign an agreement to ship out their personal car within a certain 
period of time. Tired from their long vovage they had no alternative but to 
sign such an agreement, knowing fully well that it would force them to ship-out 
their car and be left without transportation, which was essential to carry on their 
business. The deadline arrived and Americans were obliged to get their cars 
cut, which they did, some of them even paying a fine of approximately $25 for 
keeping their cars after the date of agreement. Some of these Americans are 
now forced to drive two-by-four French cars, whether they like it or not. It is 
really humiliating to see an American who used to drive a Buick or a Cadillac 
craw! along on a small non-American automobile. 

In recent discussions between the appropriate French officials at. Rabat, the 
capital, and members of the American Legion, the latter were told that they 
might be authorized to bring in a personal car, provided they sign an agreement 
not to dispose of it before 2 years. The spirit in such a provision is not flattering 
to us American citizens, especially when our business reputation locally shows 
an irreproachable conduct. 

In view of the foregoing, it is respectfully pointed out that Morocco is failing 
to comply with her treaties with the United States as long as she shall not— 

(1) End restrictions imposed on two-way trade with the United States which 
are not applied identically to trade with every other nation; 

(2) Compute and collect customs in complete conformity with the procedures 
and rates established by treaty; 
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(3) Cease the requirement for 3 percent guaranty for the importation of tea; 

(4) Discontinue entry taxes and ‘‘cessions’’ in kind which are imposed in addi- 
kind to customs; . 

(5) Conclude arrangements for prompt reimbursement of taxes and customs 
collected in excess of those allowed by treaty and for just compensation for 
“cessions” in kind; 

(6) Cease all attempts to create or maintain monopolies in trade or transpor- 
tation through cartels or otherwise, or to give a favored competitive position to 
any organization unless specifically permitted by treaty; 

(7) Permit American citizens residing and doing business in French Morocco 
to import anything they desire for personal or household use. 

tequest the Department of State’s immediate intervention to permit American 
citizens to import personal automobiles payable in dollars from their accounts in 
the United States. This question is very pressing, as several Americans are 
handicapped in their business for lack of personal transportation. 

Our attitude is not anti-French, it is one of justice, cooperation, fairness, and 
the furtherance of American interests. This is the policy of the American Cham- 
ber of Commerce of Morocco, based on the policy of the United States Chamber 
of Commerce at Washington, D. C. 

It is hoped that officials of vour staff charged with making a determination of 
fact in connection with Moroccan treaty compliance will agree that each of the 
six violations listed above should be eliminated as a condition of further assistance 
to France. 

Respectfully yours, 
Gus G. Srratton, President. 





COMMERCIAL SITuATION AND ReEsULTS OBTAINED 


(Excerpt from the 1950 Annual Report of the American Chamber of Commerce 
of Morocco) 

A few words on the effort made by our chamber vis-a-vis the consulate general, 
the Department of State, the Congress of the United States at Washington, 
and the residency at Rabat. 

At the moment of the organization of our chamber, commercial relations be- 
tween the United States and the residency were not of the best which had existed 
between the two countries. At that moment the climate was unfavorabie. It 
would be superfluous to repeat the events which went before and the successive 
struggles of Paris and Rabat versus Washington, the American consulate, and 
the Congress. I take this opportunity to read you a brochure transmitted to 
is by the Department of State via the consulate. (Read: Affair relative to the 
rights of the Ressortissants of the United States in Morocco.) 

Here I would like to emphasize that the attitude of the American Chamber of 
Commerce in Morocco in its role as intermediary, by its policy of equality and 
justice has helped to put a stop to the bad press and unfavorable public announce- 
ments for the two countries. Thus, during the meetings which took place at 
Casablanca at which were present representatives of Congress, the Department 
of Commerce, and the ECA from Washington, we not only gave a report which 
came as close as possible to the truth but we also took into consideration the 
interests of American and French businessmen as well as the general interest 
of the United States and Morocco. One could therefore justly state that our 
attitude of comprehension and justice contributed to the improvement of a 
difficult and confused situation. In the files of the chamber, the members can 
read the correspondence with Washington on this subject. 

As for the petition of the American Chamber of Commerce of Morocco to Rabat 
on the subject of the extension of the free list now in force or the allocation of 
supplementary exchange, and following the visit of Mr. Wecherle and mvself 
to Mr. Baraduc and Mr. Lamy, one can see that the protectorate has made an 
appreciable effort. Exchange has been allocated for automobiles, spare parts, 
refrigerators, tires, and recently for textiles. I will not sav that all our needs 
have been answered, but, by our efforts, we have obtained relative compensation 
We intend this year to make further efforts to improve the possibilities of importa- 
tion from the United States. 
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THE MUTUAL SECURITY PROGRAM 


THURSDAY, JULY 19, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON ForeiGn AFFAIRS, 
Washington, D. C. 
The committee met in the House Foreign Affairs Committee room, 
the Capitol, at 10 a. m., Hon. James P. Richards (chairman) presiding. 
Chairman Ricuarps. The committee will come to order, please. 
Ladies and gentlemen, we are in session for further hearings on the 
Mutua] Security Program. We are fortunate in having with us this 
morning Gen. J. Lawton Collins, Chief of Staff of the United States 
Army, who will testify. 
General, will you proceed in your own way. 


STATEMENT OF GEN. J. LAWTON COLLINS, CHIEF OF STAFF, 
UNITED STATES ARMY 


General Couiins. Mr. Chairman and gentlemen, let me say this is 
the first opportunity | have had to appear before this committee. I 
regard it as an honor and a privilege to be here with you this morning. 

Two years ago this Nation took a historic and decisive step when it 
embarked on a program to strengthen the military defenses of the free 
world. It was a step with the basic purpose of deterring aggression, 
as well as a move to be prepared to defend ourselves and defeat an 
aggressor if he should force war upon us. It was a step taken at a 
time when the international climate was turbulent with intermittent 
crises. 

At that time our memories were fresh with thoughts of how seven 
nations in Europe had been enslaved behind the iron curtain since the 
end of World War Il. We knew even then that communism was more 
than a slow malignant growth strangling the liberties of men. And 
the events of the past year have confirmed that knowledge, and have 
proven beyond all doubt that the evil we face is not only an insidious 
creed but is a militant communism backed by force. Already the 
Communist empire embraces one-third of the world’s population and 
one-fourth of its land area. We know that communism respects 
power alone, and if the free world is to enjoy peace, the free world 
must be strong. 

We and our partners have persevered and grown stronger through 
these two fateful years. The free world looked to us for leadership 
and the American people have responded magnificently. But there 
is a natural temptation after 2 years of struggle—economic, psycho- 
logical, and even military—to question the objectives, to relax the 
pressure, and to turn to other problems; particularly since we have 
had some success in our mutual defense efforts. But now, more than 
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ever before, we must not be lulled into complacency and indecision 
by any wishful thinking. We must remain steadfast on the course 
we have begun, for the danger persists. We should drive resolutely 
along our planned route toward world peace and not be diverted by 
any detours of Communist policy. ; 

ile I endorse the military-aid aspects of the entire mutual 
security program, I appear before you today as a Department of 
Defense witness on that part of the program pertaining to North 
Atlantic Treaty countries in Western Europe. 

The security of Western Europe is vital to the security of the 
United States, and the defense of it is in effect a defense of the United 
States—and all the rights and freedoms that our great Nation stands 
for. Our objective is to generate there the strength in being and 
the mobilization capacity which, together with political stability, will 
be sufficient to deter the Communists from attempting to seize 
er ty industrial power which is second only to that of the United 

tates. 

We are concerned not only with the geographical aspects, but 
even more important, with the defense of our way of life—the dignity 
of the individual, his political freedom, his freedom of worship, his 
standard of living. 

We have drawn from Western Europe our language, our literature, 
and our laws—the very roots of our cultural existence. The strengths 
and weaknesses of European peoples are reflected in the strengths 
and weaknesses of the American people. Even ways of thinking are 
based on our common heritage. Although we do not always see 
eye-to-eye with our friends the compelling truth is that even if there 
were few bonds of friendship and no cultural ties, the nations of 
bee Europe would still be necessary to the survival of the free 
world. 

The importance of the productive capacity of Western Europe 
should not be underestimated. If Western Europe falls under 
Communist domination, there will be lost to the forces of freedom 
the industrial efforts and scientific skills of more than 200,000,000 
people. The coal and steel of the Ruhr, the Saar, and the Lille areas 
would be among the resources available to our enemies, and the 
economic scales might be tipped against us. 

Today, the free nations of the world have a material productive 
advantage over the Communist nations, but if Western Europe were 
lost this advantage would be greatly reduced and in some cases 
overcome. Our advantage would be reduced, generally, in coal, 
from 3 to 1 to % to 1; in steel, from 5 to 1 to 1% to 1; in power, from 
6 to 1 to1%to1. And if Western Europe were lost, the Middle East 
would not be far behind and the Communists would then control 
half of the world’s oil reserves. 

If Europe and the Middle East should fall under Communist 
domination, the Western Hemisphere would face almost certain war 
or economic strangulation. The political, economic, and ultimate 
military conflict that would ensue is dreadful to contemplate. It is 
by no means certain that we could survive such a conflict; that one- 
seventh of the world’s population could withstand six-sevenths; that 
we could stand for long without our European friends and their 
resources. The stark fact is that we need a free Europe and Europe 
needs us. Only our combined strengths can make us secure. 
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To achieve security each nation must contribute its share, and 
must concentrate on what it does best. Since the turn of the century, 
the foundation of our strength has been our great industrial capacity. 
Ours is not the largest country nor the most populated, but in pro- 
ductive capacity we lead the world. 

It is through our enormous productivity that we can make a most 
vital contribution to the mutual defense efforts of the NATO countries. 
To a large degree the progress already made in our collective security 
effort is due to the economic and military aid provided for the North 
Atlantic Treaty area during the past 2 years’ In addition to its 
material benefits, our aid is serving as a tremendous psychological 
stimulant to the Europeans in getting them to help themselves. 

The greatest stimulus, of course, came from the establishment of 
General Eisenhower’s headquarters and the further development of 
the North Atlantic Treaty Organization. These organizational gains, 
no matter how inspirational, are meaningless, however, without the 
equipment to back them up. This equipment is an important part 
of that program, and is essential to the morale of our allies. 

I think you should know some of the general criteria used in planning 
the fiscal year 1952 program of military aid. The concept which 
underlies the entire program is that the primary responsibility rests 
with each country for raising, maintaining, and equipping its own 
forces. 

Our European partners are contributing substantial quantities of 
the items required for the initial equipping of their forces, such as 
major armament feasible to produce in Europe, small arms and 
ammunition, all personal equipment, food, housekeeping supplies, and 
the like. And they also maintain posts, camps, and training areas. 

American aid does not mean giving the Europeans a “shopping 
list.” The needs of every nation are meticulously studied and every 
‘item is carefully considered. An artillery piece, or a plane, or a ship, 
for example, is only provided after thorough screening, analysis, and 
review of the requirements both abroad and here in the United States. 
First, we make sure that it, or a comparable item, cannot be produced 
in time or otherwise obtained by the country which is to receive it. 
Then it is viewed from the standpoint of possible adverse effect on 
our Nation’s resources. A careful estimate is made of the recipient 
country’s ability to absorb and properly utilize it. And finally, it 
becomes a firm requirement only if it fits into the over-all collective 
strategic plan. 

Of equal importance with our shipments of supplies and equipment 
is our training assistance. Dollar-wise, this aid is not very large, but 
it is extremely important since the effective and economical use of our 
equipment depends upon proper training. 

In this connection, during my last trip to Germany, I visited some 
of the Army schools which we are operating. ‘These schools are 
training technicians not only for our own units but for the European 
countries who are receiving military aid—and I can assure you that 
our investment in that school system in Europe is paying tremendous 
dividends. For example, since 1949 in these Army schools we have 
trained more than 2,000 selected foreign nationals. And the Navy 
and Air Force have trained almost 2,500 additional students. 
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This aid is beginning to produce results. General Eisenhower's 
headquarters is no longer a command without troops. The forces— 
land, sea and air—are assembling from both shores of the Atlantic. 
And they are training alongside each other in excellent harmony. 
Their ranks are filling and while still short of equipment, they are 
now beginning to receive a steady stream of the supplies they need. 

Other great strides have also been made. The terms of military 
service in certain countries have been lengthened, and there are 
indications that in some cases further increases may be adopted. 
Military forces are being reorganized to produce more combat units 
to fit into General Eisenhower’s command. Europe’s pre-Korea rate 
of military expenditures has been greatly increased and further in- 
creases are probable. 

With such signs of success to reward our efforts of the past 2 years, 
it is only natural that we should be inclined to question the need and 
the scope of further aid. But we must keep our goal clearly in mind. 

This is the long-range program of the free world for survival. It 
should not be jeopardized by short-range successes. 

The wisdom and courage we demonstrate by not relaxing now may 
mean the difference between war and peace in the future. Com- 
munist pressure continues relentlessly, every day, world-wide, above 
and underground. We must meet it with inexorable purpose. In 
war and in peace we have learned that when dealing with Communists, 
strength is the final arbiter. 

The fiscal year 1952 Mutual Security Program is an essential step 
in establishing the security of the United States. I recommend it 
for your favorable consideration. 

Chairman Ricuarps. Thank you, General. I am sure we all agree 
that was a forceful statement, I notice on the bottom of page 2 you 
make this statement: 

The security of Western Europe is vital to the security of the United States, 
and the defense of it is in effect a defense of the United States. 

As I see it, that is the premise on which this bill comes here. 
Would you care to say anything else for the record about that, and 
give us your viewpoint as to the relative importance of this program 
to our own national defense? 

General Cotirns. Yes, Mr. Chairman; I would be very happy to 
comment on that. I do not believe that you can really separate the 
two programs, that is, the MDAP program and our own program for 
the development of our own military forces, because the two are 
interrelated. 

I personally think that we have not sufficiently stressed, par- 
ticularly with the public perhaps, that we are not in Europe merely 
to defend Europe. Very frankly, from my point of view, I would 
not be too greatly interested in that. We are there primarily to 
protect the good old U. S. A. That is something that we must all 
thoroughly understand. I, as a military man, feel that we ought to 
build our protection as far away from the United States as it is 
possible to do it. So, therefore, this program is an integral part of 
the plans for the defense of the United States, not merely for the 
defense of Europe. 

I think that is the key to the whole business. I think the program 
must be gaged and evaluated in the light of that conviction on the 
part of military men. 
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Chairman Ricuarps. Dr. Eaton. 

Mr. Eaton. What would happen to us if the Russian powers took 
over Europe? 

General Cguturns. Well, of course, as I indicated in my statement, 
first of all, Mr. Eaton, we would be faced with a loss of roughly 200 
million of the most skilled people in the world, artisans and technicians 
of all types. 

With them would go a tremendous part of the productive capacity 
of the Western World. Actually Russia would gain more productive 
capacity if they were to overrun Europe than they now have under 
their control. 

When you link that productive capacity with the productive capac- 
ity they already have, and the increase in trained manpower with the 
normal procedures followed by the despots, whether Nazis or Com- 
munists, and they are all alike as far as I am concerned, you would 
have a restraint on trade that would be bound to affect our standard 
oi- living at home and our entire economic well-being. 

Moreover, when you link to that the potential of being able to 
attack England, for example, from the continent, then our ability, 
if war - come, to hit back at the Communists would be materially 
affected. 

They would get harbors on the open Atlantic from which to operate 
submarines against us. They would be able to hit potential bases in 
England from which our Air Force would have to operate. 

So I think from both an economic and a military standpoint it would 
be a tremendous threat not only to the security of the United States 
but to its economic well-being. 

Mr. Earon. So the foundation of our foreign policy at the present 
time is based upon a conviction that it is the purpose of Russia to con- 
quer the world, ending up with us? 

General Cotuins. Of course, I do not determine the foreign policy. 
I do think that probably that is the basis. 

Mr. Eaton. It is a very serious thing, is it not? 

General Couuins. Yes, sir. 

Mr. Eaton. About the most serious we have ever faced? 

General Couurns. I think so. 

Mr. Earon. Well, our duty is to inform our people and organize 
our resources to meet this tremendous challenge? 

General Couuins. Yes, sir. 

Mr. Eaton. It is awfully tough stuff for hot weather. 

General Couns. Yes, indeed. 

Chairman Ricnarps. General, we have a rule for interrogation 
here in the committee which we call the 5-minute rule. We will 
proceed under that rule this morning. Mr. Mansfield. 

Mr. MaAnsFIELD. I have no questions. I just want to express my 
appreciation for a very fine statement this morning. 

Chairman Ricwarps. Mr. Chiperfield. 

Mr. CuiperFieLp. When General Bradley was here he told us the 
number of divisions that Russia and her satellites had. We were 
told the ratio as compared with NATO forces. 

General, what I would like to have you explain is about what 
strength we would have to have to defend Western Europe, and how 
we could do it on the ground? Of course, I realize we have air, and 
also air from the Navy. How many divisions would Russia have in 
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Western Europe, how many would we need, and how can we do it so 
we will not have a Dunkirk? 

General Couutns. I would like, if it is possible, Mr. Chairman, to 
answer this one off the record. This is an executive session, as [| 
understand it. 

Chairman Ricuarps. This will be off the record. 

(Discussion off the record.) 

General Cotuins. This program also has to be checked from an 
economic standpoint as well as from a military standpoint. 

I think it is also the reason why we have to go carefully and say, 
“Tf you do not do this, we will not do anything.” : 

I think that has to be weighed and analyzed carefully as to what 
is a reasonable portion of the national wealth of a given country that 
could be converted now into military strength without lowering the 
standard of living to a point where the people would be more subject 
to the infiltration of communism. 

Mr. Carnanan. Would you say if it had not been for the Marshall 
plan that we would perhaps not be able to build up much military 
strength in Europe at the present time? 

General Couturs. That is my judgment. I am no economist. [ 
have lived in Europe for 3 or 4 years. I know something of the 
economy of France and Germany. 

I am firmly convinced that the Marshall plan had a great deal to do 
with putting Europe on a more even keel, and it makes it possible now 
for them to gradually convert some of that economic endeavor into 
military production. 

Mr. Carnanan. If that isso, why place such strong emphasis on a 
shift from the idea of economic assistance over to military assistance 
at the present time? 

General Coturns. I think they have come to the point—again, I 
cannot give you a positive answer on that because I am no economist— 
where the general opinion is that the economic stability of Europe has 
reached a reasonably safe point. 

So that now, particularly, counterpart funds should be used more 
and more for the production of military equipment. 

Mr. Carnanan. Additional military equipment will be built from 
the additional economic strength? 

General Cotiins. We think additional economic strength has been 
created. 

Chairman Ricuarps. Mrs. Bolton. 

Mrs. Boiron. General, we are glad to have you with us again. I 
want to ask a little about the schools. Are they all in Europe? 

General Coins. We have many foreign students that attend our 
schools here in the United States. We do not let them go up to our 
war colleges. But below the war-college grade we have foreigners 
in all of our technical and service schools in the Army, and I think 
equally in the Navy and the Air Force, here at home. 

These schools that I spoke of having visited personally in Europe 
have a little more specialized character, technical primarily, to teach, 
for example, the Belgians to handle our equipment. 

They have been very successful. One that I visited was in 
Germany. 

Mrs. Bouton. What language problems do you have when the 
men come in? 
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General Coins. We do have language problems; but, frankly, 
when you are teaching technical matters, your difficulties of language 
can be overcome to some extent by demonstration. 

They try to pick men to send to our schools that have some knowl- 
edge of English. English is becoming more and more the universal 
language of Europe. 

Mrs. Botton. What I was wondering is if you were making any 
effort to use the language techniques that were used on the Chinese 
in the air school at Miami? 

General Cotirns. We think in the Army and the Air Force we have 
developed systems of teaching languages. 

Mrs. Botton. I know about that particular method. 

General Cotuins. We are using those techniques. 

Mrs. Bouron. Dr. Richards did go down from Harvard and did 
teach sergeants to teach what is called Basic English which has been 
one of my interests for 25 years. 1 was wondering if it is spreading 
out into more of our service schools. 

General Couuins. In these particular schools in Europe, as I say, 
they are primarily technical in character. I do not believe we have 
made any great effort to teach English. 

Mrs. Bouton. It would be necessary here; would it not? 

General Cotiins. Yes. We give courses to the men who come here. 
Out at Fort Leavenworth we run a course for the foreign students in 
English. So, in the early part of the year that parallels their tactical 
instruction. 

Mrs. Botron. Would you be good enough to furnish me with the 
information as to what language techniques we are using—whether 
it might be the technique set up in Miami. This particular method 
is the greatest timesaver in the world. 

Dr. Richards is so set up at Harvard that he can prepare material 
for different nationals and see that teachers are made available. 

General Couurns. I will be very happy to. 

Mrs. Botron. Have I some time left, Mr. Chairman? 

Chairman RicHarps. We are not on a time limit. We are depend- 
ing on the good conscience of the members. 

Mrs. Bourton. I shall try to develop one. 

I wanted to ask a question on the use of the factories of Europe. 
Is the Army going to broaden out the attitude expressed to us some- 
what here in one of our hearings; viz, that they prefer having every- 
thing assembled here and sent over there finished instead of having 
the Drewes of Europe who can produce some of the parts make those 
parts, and then have the assembling over there? Are you contem- 
plating that kind of thing in reality, or is it just a dream? 

General Cotuins. Well, gradually, as this program goes on, we 
feel that the European countries should take over the manufacture 
and maintenance of the equipment that we furnish them initially. 

We are also going along with the production of certain types of 
heavy equipment in Europe that they are capable of producing. 

The French, for example, have built a certain number of light tanks 
and a new heavy tank which we are examining with them to decide 
whether or not we feel it would be a good tank for them to build. 
We do not have the final decision on that, but since some of the raw 
materials come from this country we do have a say in it, at least. 
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Mrs. Boiron. Has anything happened on the increase of plane 
production in France, for instance, to put the British jet motor into 
a French made plane? 

General Couns. I cannot give you any details on that, but I do 
know the plan is to use both the productive capacity of France and 
Italy also, if I am not mistaken. The Italians used to produce some 
excellent planes. 

Mrs. Boutron. In the early days? 

General Couurns. Right. 

Mr. Boiron. Thank you very much, Mr. Chairman. 

Chairman Ricuarps. Mr. Zablocki. 

Mr. Zasiocki. Mr. Chairman, perhaps my questions would be 
best asked off the record. They are about Spain, and I think perhaps 
a more frank answer would be had if it were off the record entirely. 

Chairman Ricuarps. All right. 

(Discussion off the record.) 

Mr. Zasxiockt. That is all, Mr. Chairman. 

Chairman Ricuarps. Mr. Smith. 

Mr. Soir. General, when you give your opinion on such things 
as Spain today, you cannot consider it solely from the military 
standpoint; can you? 

General Couurns. No, sir. 

Mr. Smiru. I mean, there are political problems invoived there 
that we sometimes find in this committee outweigh the strictly 
military ones. 

General Coturns. That is right. They might well outweigh them. 

Mr. Smiru. Can you tell me what the approximate cost is of main- 
taining an American soldier overseas per year? 

General Couuins. Yes, sir. It costs something over $4,000 per man 
per year. That involves everything now, not merely his pay and food 
but all of the communications, and everything else supporting him. 
That is not specifically just for a soldier overseas, but for a soldier in 
the Army as a whole. That also includes the proportionate cost of 
research and development, procurement, supplies and everything. 

Chairman Ricuarps. Could I interpose a question there? 

Mr. Smiru. Yes. 

Chairman Ricuarps. General, do you know what the difference in 
cost is—and there is bound to be some—of sustaining a soldier here 
and overseas? 

General Couutns. Yes. I could give that to your committee, if 
you wished it. The Senate Foreign Affairs Committee asked me when 

was a witness before them if I could give them the difference in cost 
of maintaining four divisions and supporting troops in Europe over 
what it would cost to maintain them here at home. I could give you 
exactly that same information. 

Chairman Ricuarps. All right, sir. 

Mr. Smiru. If you will, please. 

(The information requested is as follows:) 


ESTIMATED COSTS INVOLVED IN MAINTAINING FOUR DIVISIONS AND SUPPORTING 
TROOPS 


1. The estimated annual cost of maintaining four divisions, including one 
armored division and three infantry divisions, plus necessary supporting troops, in 
the United States is $755.2 million. 








THE MUTUAL SECURITY PROGRAM 573 


2. The estimated annual cost of maintaining the same force in Europe is as 
follows: 





Millions of 

(a) Costs in initial year: dollars 
Maintenance cost in United States__..........__._-_.-____-- $755. 2 
Movement of force to Europe_-_-____-_-_-____-____-_--__-- 146. 5 
Additional costs in maintaining force overseas___._._________ 111.3 
lala ace, dca canarias ei iane aera 1, 013.0 
(b) Annual recurring costs thereafter: rots a 
Maintenance cost in United States__._.__..._._.._...___-______- 755. 2 
Additional costs in maintaining forces overseas______._.__ ~~ 111.3 
Mo aela ee arb oe re wectutine wan Dhow ees eka N Fo 866. 5 


3. The costs of any additional construction for housing the four divisions and 
supporting troops in Europe have not been included since a substantial but in- 
determinate portion thereof may be furnished by European governments. 

Mr. Sarr. General, is not a very important question so far as the 
success of this program is concerned the cooperation we get from 
these countries and the NATO countries? 

General Coturns. Certainly. 

Mr. Smiru. It is not strictly a military program on our part alone; 
is it? 

General Cotutns. No, sir. It is not. 

Mr. Smirx. One of the things that disturbs me as we consider the 
impact of this military preparedness on the people there is the fact 
that they are going to suffer a reduction in their standard of living, 
which to me is already pretty low. 

I am wondering how we can possibly create a favorable attitude on 
the part of those people to get behind the program so that it will 
eventually achieve the objective we seek. 

General Coturns. I think I tried to answer that partially a moment 
ago. I think that that is why this program has to be linked for some 
time to come with some sort of economic assistance. In other words, 
you cannot do it solely in the military field alone. The two things 
must be combined. 

I do think, however, that the well-being of Europe has certainly 
come up since the days of the war. 

Mr. Situ. But we have some testimony here, General to the 
effect that, notwithstanding the billions we have poured in under the 
Marshall plan, the standard of living has risen very, very little: in 
fact, only a few dollars per capita. Now we are going to taper off 
this ECA program and go into the military program, and it looks 
to me as though we have a terrific problem facing us on that score, 
because obviously the people who have engaged in this increased 
production are not getting a part of it. 

General Couurns. Actually, of course, that is beyond my field as a 
military man, but I realize the fact that the problem is there. There 
is no doubt about that. 

Mr. Smita. Thank you. That is all I have, Mr. Chairman. 

Chairman Ricuarps. Mr. Ribicoff. 

Mr. Ristcorr. This will be off the record, Mr. Chairman. 

Chairman Ricuarps. All right, Mr. Ribicoff. 

(Discussion off the record.) 
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Mr. Risicorr. I certainly want to compliment you on your state- 
ment and your realization that we need the rest of the world as much 
as the rest of the world needs us. 

General Coturns. Thank you. 

Mr. Risicorr. I think your problems in this country psychologically 
would be much easier if that point were hammered home more and 
more by all of us who have the responsibility for forming public 
thinking. 

General Couurns. I thoroughly agree with you. 

Chairman Ricuarps. The Chair would like to state that I will let 
the members know when they go into the well of the House. How 
many have already answered the call? Then we must go down 
now. 

General, we have to go down to answer to our names. However, 
there will be some members who will continue questioning. 

Mr. Vorys. Off the record. 

(Discussion off the record.) 

General Couuins. I would say in military planning we do not have 
just one plan. It really takes three general plans. That is, some- 
thing you should be prepared to do next week if something happens. 
That is an emergency plan. Then what would you do within the next 
few years? We generally speak of those as midterm plans. Then we 
have longer-range plans. They are not developed to the same extent. 
There is no necessity of working up the details of a long-range plan. 

It is essential that we have details for what we do next week, in an 
emergency plan. It is also essential that we go into quite some detail 
as to what we would do for our so-called midterm plans. But in all 
military planning you have to look well ahead, and there must be an 
integration between your emergency planning, phasing it into a mid- 
term plan, and your midterm plan should be in consonance with 
what your long-range plan is. 

Mr. Vorys. Thank you very much. 

Chairman Ricnarps. Mr. Merrow. 

Mr. Merrow. Are there any evidences the Russians are increasing 
their military strength in the west since we have started this program? 

General Cottrys. I would like to answer that off the record, if | 
may. 

(Discussion off the record.) 

Mr. Merrow. You spoke about the Germans being the best 
fighters, whether we liked it or not. Does it follow that before we 
can hope to remove our troops from Western Europe, it will be 
necessary somehow to integrate Western Germany militarily in the 
defense of Western Europe? 

General Co.urins. That is my personal belief. 

Mr. Merrow. If that were done, then the time might come when 
we could get away? 

General Coutts. Possibly so. 

Mr. Merrow. Thank you. 

Mrs. Kewuy (presiding). Mr. Battle. 

Mr. Barrie. No questions. 

Mrs. KE tty (presiding). Mr. Judd. 

Mr. Jupp. General Collins, on your first page you say that the 
Communists— 

* * * have proven beyond all doubt that the evil we face is not only an insid- 
ious creed but is a militant communism backed by force. 
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Has there ever been any doubt of that? 

General Coxuins. I think there has been some doubt on the part 
of some of our people. There has never been any doubt about it 
from @& military point of view, certainly. But I do think this opera- 
tion in Korea clearly demonstrated the Yiact that it is a militant force, 
backed by military force. 

Mr. Jupp. Have they ever taken any country by infiltration, be- 

inning with Russia? Have they ever taken any country except by 
848 or threat of force? 

General Cotuins. Certainly not without the threat of force. 

Mr. Jupp. I do not know of any they have taken over except by 
force, including Czechoslovakia. very 2 men out of 50 in the fac- 
tories had rifles or other small arms, and 2 men with arms can always 
take over 48 without arms. 

General Cotuins. But that was not generally known, I believe. 

Mr. Jupp. It was not? 

General Couurns. I am speaking now of what is generally known to 
the American public. I do not believe they did know that. 

Mr. Jupp. Last night a member raised a question regarding our 
moving in 5 years from the peak of security to perhaps our all-time low. 
Do you not feel we should go ahead and educate our people, including 
people in the Government, to the fact that this is an armed threat? 
How could anybody fail to know that after reading Mao Tse-tung’s 
books, in which he said communism could not win China without 
the use of armed force? He has said it a thousand times, and yet 
some people thought it was just an agrarian reform depending on its 
ideas to win for it. People did not come to that opinion spontaneously. 
They were led into thinking that by people who knew what they were 
doing. It was an attempt to lull people to sleep while the Commies 
built up their strength. But there was no excuse for governments to 
be fooled. 

I am sorry that your statement seems to me to perpetuate the 
gigantic misconception or error that has been responsible for a lot 
of our troubles, and that is that Europe’s industrial capacity by itself 
is sufficient to save her. What is it worth without raw materials, and 
Europe has not got them in adequate quantity. Why do we not say 
that every time we talk about the question? 

General Couns. I think it would probably be well if we said it, 
Dr. Judd. I will plead guilty to not having included it in my state- 
ment. It was not done deliberately. 

Mr. Jupp. I know, but it is a habit of mind that people have 
that needs to be changed. You mentioned only productive capacity, 
but productive capacity is only one of five factors of power, the others 
being morale, territory, resources, and manpower. The Communists 
are getting the territory, resources, and the manpower, and then what 
is the productive capacity worth? They want to take that over intact, 
not destroy it, and the way to do it is to deprive our side of raw mate- 
rials, and so forth. 

General Couuns. But you cannot discount the fact that Europe 
does have great raw materials. 

Mr. Jupp. Yes; but it does not have enough. 

General Cou.ins. No; but nevertheless Germany fought the last 
war with practically no ‘outside material resources, and they fought 
it for 5 years. 








576 THE MUTUAL SECURITY PROGRAM 


Mr. Jupp. Certainly the presently underdeveloped areas cannot 
make it without Europe, but neither can Europe make it without 
them. Why do we not say that every time we talk about it? If we 
are strong only in Europe, they are not going to strike there, but will 
strike in Asia or the Middle East where we are not strong. If we 
build up Asia they will not strike there. 

In line with what the gentleman from Connecticut said, do we not 
more and more have to educate our people to the hard fact that it is 
not just Europe alone? We are emotionally attached there, but there 
is more than that involved. It is industrial capacity plus raw mate- 
rials, and they are not in one place. 

General Couurns. Right. 

Mr. Jupp. I hope that even more vigorously you and your associ- 
ates will stir people up on that point. 

Thank you very much. It is nice to have you here and profit from 
your excellent statement. 

General Couuins. Thank you, sir. 

Mrs. Keuty (presiding). Mr. Burleson. 

Mr. Burueson. My respects, General Collins. 

I have often wondered, General, in your position and that of the 
military what it is like to play a game when you know your opponents 
have your signals and also the ball. I think that is exactly our situa- 
tion today. 

Mr. Jupp. And some of the players on your team are theirs. 

Mr. Burteson. Well, that could be true too, but that is another 
question. 

General, it seems to me that is pretty much the case. You are 
facing that problem, but aside from the fact that it is our system that 
we are open with everything we do, do you not find it is a matter of 
concern under those circumstances? 

General Coutiins. Yes, we are, but I remember when I was an 
instructor at the Army War College for many years we used to have 
a lecturer from Princeton University come down each year to talk. 
I do not recall his name now, but he made this point, and I felt like 
cheering each time he made the statement. He said that a democracy 
is the poorest type of government with which to prepare for war, but 
the democracy will lick the autocracy every time. 

I believe that is true. In other words, with the democracy you 
have got to take these ills and ailments. The military man must take 
those. In other words, many of our plans and many of our capacities 
have to be spread on the printed page and, therefore, the potential 
enemy gets that information free of charge. 

However, on the other hand, you must inform our people, and as 
I said earlier here, I think that has been one of our difficulties—that 
this effort in Europe is not merely being made for Europe, but is being 
made in the defense of the United States. 

In order to convince them of that you have to spread a considerable 
bit in the public print. We military people, I think, have just got 
to accept that. We try to hold it to the minimum. We ask you 
gentlemen to do it, too. This morning, for example, I spoke quite 
frankly off the record, and I hope that will remain off the record. I am 
confident it will. 

Mr. Futon. This committee has an excellent record on that. 
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General Cotiins. That is what I have been told, and that is why 
I spoke with such frankness. 

Mr. Burveson. Some of the other committees of Congress have 
seemingly not been so good on that? 

General Couuins. I would not like to say anything on that. 

Mr. Burveson. The philosophy is fine. I certainly subscribe to it. 
However, if I were engaged in a rock-throwing fight, I would rather 
have the rocks and let the other fellow have the philosophy. 

General Couns. Right. 

Mr. Burteson. An example of the disclosure of vital information 
appeared in the papers this morning. Here is a chart showing the 
arrangement of airfields, and naval bases, which Admiral Sherman 
has purportedly discussed with the Spanish Government. Certainly 
I do not mean to leave the impression that Admiral Sherman gave 
someone a blueprint of what he had hoped to do or what he had done. 
I am sure it is someone’s speculation, but it is things of this sort I 
am talking about, and such things as the recent publicity regarding 
the B-36’s, what our capacities are, and what our plans are likely to 
be. It distresses me. It just makes me sick when I see anything 
like that. 

I do not know what can be done about it, but I just wondered if 
you were not rather distressed about it yourself. 

General Couiins. Well, at times we are. 

Mr. Burueson. Thank you very much. 

Mrs. Ketiy. Thank you, Mr. Burleson. 

Mr. Fulton. 

Mr. Futtron. The problem is simply one of degree. The trouble 
arises when the other side does not disclose and you must disclose 
more. Therefore, the problem is not for us to close up more, but to 
force the others to disclose more, because if everybody is operating in 
the same system, you would not have too much complaint. 

General Coututns. The difference is, in the police state, where the 
people do not decide policies and it is decided by a handful of men, 
then they do not have to explain to their people. But that is frankly 
one of the reasons why I have supported our efforts in the psychological 
field—the Voice of America, and such things as that. There is no 
doubt but that we must wage psychological warfare against commun- 
ism, and we ought to reinforce our efforts in every way we possibly can. 

Mr. Futron. That is my point. Instead of just having the feeling 
that we are at a disadvantage, we should take an affirmative policy 
with affirmative steps that does the explaining when others are not. 

General Coturns. Right. 

Mr. Furron. So instead of cutting down the Voice of America 
funds to 10 percent we ought to be building it up further and ought 
to be educating the people as to what government means, even behind 
the iron curtain. 

General Couurns. Right, sir. 

Mr. Futron. I would like to point out to Mr. Ribicoff that the 
Finnish-Russian War ended with a verdict for Russia. So that is 
one exception to his democracy always winning wars in the last few 
hundred years. 

Mr. Vorys. And Germany beat France in 1871. 

Mr. Futtron. That is true. 
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The next thing I would like to take up is this: You military 

oom have the responsibility in the current cease-fire negotiations. 

en you are dealing with a person you must know -the basis upon 
which he deals, and he must then come to you with some degree of 
fairness in order for you to feel that you have confidence in dealing 
with him. 

Now, there are certain rules of war that should be currently lived 
up to. One of them is the treatment of prisoners and the identification 
- oo missing and transfer of the severely wounded and items of that 

ind. 

When Secretary Acheson was before this committee he specifically 
promised me, in answer to my question, that the United States would 
have no cease fire unless the enemies lived up to the Geneva Conven- 
tion and international rules of warfare on prisoners. Now, as far as 
I know neither the Chinese nor the North Koreans have lived up to 
this standard. 

I want to call your attention to the fact, as the senior officer in 
charge, that it has been specifically promised to this committee by 
the head policy person on behalf of the President that that would be 
done. I do not see any reason why the whole negotiation has to go 
through the hoop at once. Why cannot the negotiations come up on 
one subject? You can then agree on that subject and you perform, 
for example, on the prisoners. 

There is nothing that would assure this country more than to have 
you people come up with an agreement on the transfer of prisoners, 
even though we cannot agree on some long-range things at this point. 

I just wanted to submit to you as a new point of view that you could 
have partial agreements which you satisfactorily complete, thus 
reassuring the other side that each of you will live up to any agree- 
ments on major things, when you can agree on minor things. 

Now, going to the matter of the coordination of arms—and this is 
with reference to Europe—when will you get a correlation program on 
arms? I think many people have estimated it will take 20 years to 
come up with a real program. For example, there are 12 armies and 
they have 33 types of machine guns, in the 12 armies, and you want 
three standard types. On heavy artillery these armies have 90 
types of heavy artillery. On light artillery they have 60 types. You 
want to come down to three standard types on the light artillery, and 
five standard types on the heavy artillery. 

When you have such a tremendous problem of converting to get 
standardization of arms, why do we not adopt a new policy and say 
this: Let us train these armies on the best new equipment that we 
and our allies have. Let us try to get out of convincing the British 
to adopt our screw threads and spending 2 years or 3 years doing it. 
Let us demonstrate by training that our United States arms are 
satisfactory and good, and make quick decisions on standardization. 
Then let us say to these other countries that have colonial empires, like 
France and England, and even Italy. “Use those unstandardized arms 
on the outer reaches and use them up, and gradually taper them off.” 
Why do we not do that at this time, instead of trying to get a complete 
arms correlation program over-all, where you have such a tremendous 
amount of detail and agreement to arrive at in order to get it correlated 
even within a certain set area like Europe? 
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My suggestion then is, why not treat the problem both as a geo- 
graphical and time factor, moving the obsolescent arms out geo- 
graphically, and cutting them off by time gradually? It is just like 
a program of using the old muskets in the outside territories where 
top weapons are not so vitally needed. 

My next suggestion would be, why not bring sizable groups of the 
young men of our allies to this country for training as well as just 
training them in Germany with our arms? Let our partners see 
what we are doing; let them pick up some of this democracy and the 
things we are speaking about. Let them have an integrated training 
militarily along with the training in our type of democracy, so that 
they would feel they are fighting for real people and not for a plu- 
tocracy. Help train them in this feeling of partnership rather than 
their having just the feeling that we are a tremendously rich nation 
while they are working, for example, in the French Army at $1.50 
a month in order to protect us. 

I want to compliment you on the statement that you made and 
assure you of the confidence we have in you and in the Army, and 
that is an awful lot for a Navy man to say. 

General Cotuins. Thank you very much, sir. 

Mrs. Kextiy. Mr. Roosevelt. 

Mr. Roosevetr. I am glad to see you here and join my other col- 
leagues in complimenting you on your statement. 

Now, this ought to be off the record. 

(Discussion off the record.) 

Mr. Rooseve tt. I have another question on the record. 

Is there a period when an offense by the Russians in any given 12- 
month period is more potential than otherwise? 

For example, I remember the Hitler attack on Poland was somewhat 
of a surprise because we had expected if it was going to come it would 
be a month or 6 weeks earlier. On the other hand, Germany waited 
until the following spring before they broke up the cold war by 
invading the low countries and France. 

Is there a real danger period as far as weather is concerned on this 
western offensive? 

General Couiurns. I do not believe that you can say there is a flat 
rule on that. Generally speaking, it is more advantageous to start 
operations in the spring or early summer because then, before winter 
sets in, you may be able to accomplish whatever your strategic objec- 
tives are, but that might vary in different parts of the world, depending 
on how deep you had to penetrate before you reached your objective. 

Also, the question of surprise might well come in. There are times 
when you might sacrifice something on that order in order to gain 
surprise—strategic surprise particularly. 

Mr. Roosrve.t. With regard to Yugoslavia, is there any founda- 
tion to the belief that before Russia would move on the great northern 
plain of Europe they would like to eliminate the danger on their 
southern flank, which would be Yugoslavia, and to increase the neces- 
sity of our maintaining defensive forces in Italy in order to protect 
our southern flank. Therefore, as a prelude to any general western 
European attack, the Yugoslav situation would be cleaned up by the 
Russians first. 

General Couiurns. I wonder if I could answer that off the record? 
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Mr. Rooseve tt. Yes. 

(Discussion off the record.) 

Mr. Roosevett. General, to get back to Spain, according to this 
morning’s paper an agreement has been reached between Generalis- 
simo Franco and Admiral Sherman in broad outlines. 

Now, I was frankly very startled to find the United States sending 
a naval officer to conclude what amounts to an international agree- 
ment. So, my first question is, one, why was the normal diplomatic 
method deviated from? My second question is, since it was deviated 
from, what were the instructions that Admiral Sherman was given by 
the Joint Chiefs of Staff? : 

General Coturns. Needless to say, I cannot possibly answer those 
questions, Mr. Roosevelt. They are beyond my field and I would have 
no authority to say what instructions were given to Admiral Sherman. 

Mr. Rooseve tr. Were his instructions from the President or from 
the Joint Chiefs of Staff? 

General Coxurns. I am sorry, but I could not answer that. 

Mr. Futron. I believe I must object to the line of questioning on 
the ground of security. 

Mr. Roosevetr. | accept the objection. Frankly, though, I think 
the committee must get to the bottom of this thing because it has 
me very worried. 

The next question about Spain is, assuming its military import- 
ance-—— 

General Coturns. I would like to say something off the record, 
if I may. 

Mr. Roosevetr. Yes. 

(Discussion off the record.) 

Mr. Roosevett. How long would it take us to develop the naval 
and air bases that we may be making a deal for in case of an emergency, 
that is, to put them in operating condition? 

General Cotiins. Again I would like to answer that one off the 
record, if I may. 

Mr. Roosrevetr. Yes. 

(Discussion off the record.) 

Mr. Rooseve tt. I might just say that one of the reasons behind 
that question is that I question whether, in view of the tremendous 
political implications as far as the solidity of the NATO nations with 
us is concerned at this time, I question whether, on a military ground, 
we have to make this move at this time, and whether we could not 
have put it off until a time of real emergency, assuming that the 
Pyrenees are not going to be our defensive line. 

Of course, the question then comes up as to whether, if an emergency 
comes, could we move in and make our agreement with Spain and get 
the operating bases quickly enough. 

General Coxurns. I would like to answer that off the record. 

(Discussion off the record.) 

Mr. Roosevett. General, I have one last question, which is really 
a procedural question. 

As I understand it, you are primarily limiting yourself to the 
military aspects of Western Europe. 

General Couurns. Yes, sir. 

Mr. Roosrvett. And Admiral Sherman, or his deputy, will dis- 
cuss the Middle Eastern military situation? 
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General Co.uins. That is right. 

Mr. Rooseve rt. That is all of my questions, Mr. Chairman. 

Chairman Ricwarps. Mr. Reece. 

Mr. Reece. General, in your statement you referred to or made 
the statement that air coverage, strategical and tactical, I took it, 
was necessary to successful operations. 

General Coturns. That is right, sir. 

Mr. Reece. So far as I recall you were the first representative of 
the armed services who has referred in an important way to the air 
power and its importance over there. Now, are you satisfied with 
the emphasis and the support which is being given in the develop- 
ment of both strategic and tactical air power and the bases from which 
to operate it? 

General Couuins. I would like to answer that off the record, if I 
may, Mr. Reece. 

Mr. Reece. All right. 

(Discussion off the record.) 

Mr. Reece. Is there any significance in the fact that the importance 
of air power over there has been played down from the very beginning, 
and I think it is fair to say it has been played down. 

General Co.uins. I am not sure I would agree with you on that. 
I do not believe it has been played down. 

Mr. Reece. It has seemed to me that it has. I think the psychology 
in the country has been developed somewhat along that line, and it 
has given the people who might be reasonably advised some concern 
whether the air strategy is brought in as an essential to the operation. 

General Couuins. I can assure you that itis. I am perfectly happy 
to say that on the record. 

Mr. CureerFie_p. Will the gentleman yield for one question? 

Mr. Reece. Yes. 

Mr. CuiperFieLp. Or an observation. 

General, I think the American people are not aware of the emphasis 
that you people are putting on air. They are worried about their 
boys on the ground. It seems to me there ought to be some way of 
letting our people know what air plans you have without giving away 
any security. 

General Couturins. I can assure you that so far as the Army is 
concerned we are working in very close relationship with our Air 
Force in the development of planus for increasing the complement of 
fighter bombers, for example, in the Air Force, and the expanded 
programs of the Air Force, and in the correlation of the employment 
of the air in connection with ground operations. 

Mr. CurperFietp. And the jets and attack planes too? 

General Couturns. That is right. 

Mr. Reece. This should be off the record, I believe. 

(Discussion off the record.) 

Mr. Reece. One more question which gets back to Spain. 

Of course, as you say, ét is recognized that Spain’s army is poorly 
equipped—not only inadequately, but poorly. However, the army 
of but few of those countries, I take it, is well equipped. So most 
of the armies that get ready to go into a modern action over there 
require a great deal of equipment from us or through our assistance. 
Now, Spain, as I recall it, from what General Marshall or General 
Bradley said, has some 30 divisions. Spain has two things that are 
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essential, and probably found in a higher degree there than in any 
of the Western European countries. That is a will to fight and a 
hatred of communism. 

So I take it that you would not have any apprehension that if 
Spain were equipped but that they would use the equipment to the 
best advantage within their limitations. 

General Couuins. Yes, sir; when properly trained in that equip- 
ment. 

Mr. Reece. It would seem to me it becomes a rather important 
thing. There is just a little question, I take it, in everybody’s mind, 
as to what under certain conditions might happen in certain countries 
because of their political instability. That is one thing we do not 
have to worry about down there. I am not referring to Franco's 
government being a dictatorship, but it is due to the psychology of 
the people. 

It would seem to me it is important to bring Spain into the NATO 
orbit as closely as the political situation would permit. 

That is all. Thank you. 

Chairman Ricwarps. General, we have had some testimony around 
here, but not enough, on the question of the end items that come 
out of American production which are to be used in this NATO pro- 

am. We have had some information, for instance, that the French 

ave developed a good jeep and a good tank and a good bazooka. 
Some people say they are better than ours. 

In making your requisitions for end items and coming to that deci- 
sion on such things as I have mentioned, is the main thing you take 
into consideration the capacity of Europe to produce, or are you 
primarily looking for the best equipment? That is, is the main thing 
you take into consideration the capacity to produce for the NATO 
activities, or are you primarily looking for the best weapon now, and 
how do those items compare with items that have been produced in 
Europe? 

Mr. Reece. Before he answers, would you permit me to add one 
more question which he might answer at the same time? 

Chairman Ricwarps. Yes. 

Mr. Reece. To what extent is it important to keep our productive 
capacity here, where we know it is reasonably immune from the 
enemy? 

General Couutns. This is a very complicated question and I am 
afraid that I may not be able to give you a wholly satisfactory 
answer. 

Generally speaking, it was imperative that we get some heavy 
equipment in the hands of these European forces, and they did not 
have the jigs, dies, fixtures, and other things that would permit the 
immediate construction of this equipment. So, therefore, as a first- 
hand proposition, we had to furnish it from this country. There was 
just no substitute, because it takes a long time to develop the plant 
and the necessary skilled laborers, and all the other resources that go 
to make a modern tank, for example, or a modern aircraft. You can- 
not just do that with a wave of the hand. 

So to start with it was essential we furnish the bulk of the end items 
from this country. As time goes on, we believe that Europe should 
be able to take over the production of spare parts and maintenance 
of equipment and things of that character that could keep them going. 
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Ultimately Europe could undoubtedly produce some of these heavy- 
equipment items in their own plants, such as the tanks and other 
very good equipment France is now building. 

We do not believe that over ail they are quite as good as ours. 
However, the French have produced very fine munitions in the past, 
and some of the things they have put into some of their new equip- 
ment are superior. 

Individual elements perhaps are superior to some of ours, and we 
have a means of exchanging information of that character, so that 
we can take advantage of those improvements. 

It is important to use our own productive capacity here to a con- 
siderable extent, and just as prior to the last war the lend-lease items 
we built for England, for example, enabled us to build the productive 
capacity here at home so when the war struck we could then divert 
this capacity to military uses, so also the continuation of production 
of equipment for Europe keeps our production lines going and there- 
fore is a valuable contribution to our own ability to step up produc- 
tion in the event of war. 

That is not a simple answer, I will admit. 

Chairman Ricnarps. You see, we think there is naturally some 
pride in our own effort, but granting that the French tank would be 
a little better, still it might be preferable to adopt our tank for all 
of the forces in the interests of uniformity and quantity of production. 
Is that right? 

General Couirins. Yes; but I think there is a limit to which you 
can go in that. In other words, I think that part of this is a question 
of morale also. If the Frenchman does produce some of his own equip- 
ment, then his morale is going to go up. _ I think if he feels that this is 
not just something he is dependent on the United States for, and that 
he has something he is building of his own, then I think there is a 
certain psychological value to that. So we have not been adamant on 
the business of saying to the Frenchman, ‘‘No; you cannot build this 
tank.” 

Chairman Ricwarps. You take all those factors into consideration 
when you make a determination; do you not? 

General Couuins. Right, sir. 

Chairman Ricuarps. You also have to take into consideration then 
the thinking atmosphere in a certain country, and even political 
matters, in making a decision like that; is that right? 

General Couurns. That is right. 

Chairman Ricnarps. So you do not make political decisions? 

General Cotuns. No, sir. 

Chairman Ricuarps. We are talking about the capacity of Belgium, 
as an illustration, to make the best rifles, or a gun, or weapon of a 
certain type—the best in the world, some people say. Now, one of 
the most difficult problems about this whole thing is when you sit down 
and talk this thing over and say, ‘‘Now, Belgium, you can do this and 
you can produce these things, and save a lot of money for this whole 
set-up,’ and then Belgium turns around and says, “I will do this if 
France does so and so, because they are equipped to do that.” 

Now, somebody has to make a decision about that, and somebody 
has to put it across. As I understand it, so far that is the plug in the 
pipe right now in Europe in the production of end items. 
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General Couuins. That is one of them, but the other, of course. 
is raw materials. As Dr. Judd pointed out a while ago, they do not 
have all of the raw materials that are essential for the production 
of certain items. Some of that material we have to produce, and 
the question is whether we will furnish them the raw materials and 
let them build those things, or whether we can save money by building 
them here at home if we have to furnish most of the raw materials 
that go into them. 

However, there is an administrative machinery established to weigh 
these various factors. It is called the Defense Production Board, 
headed by an American. 

It happens that I attended the Brussels Conference with Mr. Pace 
at the time when the final arrangements were made at Brussels for 
the establishment of General Eisenhower’s headquarters. In our 
discussions there the Americans pointed out particularly the tre- 
mendous importance we place on this Defense Production Board. | 
can assure you that the head of that Board works in close cooperation 
with our military people. The various complicated factors are 
correlated with the military planning as effectively as possible. 

Chairman Ricuarps. We will go into that a little more exhaustively 
when General Scott gets here. 

General Coturns. Right, sir. 

Chairman Ricuarps. There is another question I want to ask. 
One of the military men testified a day or two ago that he did not see 
any real objection in having different types of rifles in this Army, 
provided they were of the same caliber. Can any rifle shoot a bullet 
of the same caliber? 

General Co.tuins. No, sir. That is not the case. Even with 
30-caliber. All of our stuff is 30-caliber, but actually you have several 
different kinds of ammunition of 30-caliber. It is not the summum 
bonum to have just one caliber, because the cartridges are different 
lengths, and that sort of thing. 

For example, our new rifle, on which we are going into production 
some day, has a smaller cartridge than the present standard American 
rifle. It will weigh less and consequently for a given space you can 
carry more rounds, or for a given amount of weight you can carry so 
many more rounds, If you want to lighten the load which the soldier 
has to carry—which I am personally interested in—he can carry the 
same number of rounds with less weight on his back. 

That new ammunition is .30 caliber, and you cannot use it in our 
standard M-1 rifle, since it is a different length, and the cartridge is 
shaped slightly differently. Yet, it is as effective a round as the 
present one. 

Then you might say, ‘‘Why don’t we start making it now?” The 
fact of the matter is that we have not the tools, and jigs, and dies, and 
fixtures, and all that sort of thing, to make that rifle, and we have a 
great many in stock now, and the time is not quite appropriate to 
change over. It may be several years; but, once again, just like this 
business of formulating long-term plans strategically, we have always 
got to keep well ahead to get a better piece of equipment, and at the 
right time, when it is propitious and most economical, then we are 
ready to go ahead with this new equipment. 

Chairman Ricuarps. Anybody can see in the interests of creating 
an effective military force it would be better to have a standard 
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rifle and a standard bullet. Now, here is the decision, as I see it, 
that the folks over there have to make. 

You say we want so many rifles and we are going to standardize 
this thing, and that is one of the problems you have in making an 
official NATO army. All right. Somebody else says Belgium can 
furnish these rifles. Then Belgium says, ‘‘Gentlemen, we can furnish 
the rifles, but they will not handle that kind of cartridge.” 

The decision you have to make is whether or not in the interests 
of military efficiency you are going to sacrifice what Belgium can 
contribute to the common cause in order to get standardization. 

General Coturins. That is right. 

Chairman Ricuarps. Now, that is a pretty tough decision to make. 

General Couutns. Yes, sir. Particularly as it may be better to 
sacrifice standardization in order to get the end product right now. 

Chairman Ricuarps. Yes. There is one other question i wanted 
to ask. 

The Washington Post this morning said that we had already ar- 
ranged for 80 bomber and fighter bases to ring this whole area. Have 
we done that? 

General Couuins. I would want to answer that off the record. 

Chairman Ricwarps. All right. 

(Discussion off the record.) 

Chairman Ricwarps. There is one other question. I never under- 
stood what you were talking about when you talked about “balanced 
collective forces.”” I understand the “‘balanced forces’ part of it, but 
I think you are talking about integrated forces. Is there a real 
distinction there? 

General Cotutns. I do not recall in what connotation this particular 
term was used. Integrated forces could be used in the same sense as 
balanced forces. In other words, in fighter-bombers there is a certain 
relationship between the number of fighters we have to have and the 
number of fighter-bomber groups we have. In other words, it 
might have been used in terms of integrating the French and Germans 
and Belgians, and so on. 

Mr. Vorys. Will the gentleman yield? 

Chairman Ricuarps. Yes. 

Mr. Vorys. Was there not a period when the French were asking 
for integrated forces? For instance, they were asking for integrating 
small units of Germans into French divisions. 

General Cotirns. Yes. 

Mr. Vorys. With the idea, which I should think will be the ultimate 
goal for Europe, of having a European defense force rather than a 
collection of national defense forces. 

Chairman Ricuarps. It could be used in the sense that you are 
talking about. 

General Cotutns. I think the chances are it was used in that sense. 

Chairman Ricuarps. Are there any other questions? 

Mr. Vorys. I have some questions. 

Chairman RicHarps. Mrs. Kelly has not been called on. She was 
sitting up here presiding for a while. 

Mrs. Ketity. Mr. Chairman, I prefer my questions to be off the 
record. 

Chairman Ricuarps. All right. Off the record. 

(Discussion off the record.) 
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Mrs. Ketuiy. That is all. Thank you. 

Chairman Ricuarps. Mr. Vorys. 

Mr. Vorys. General Collins, in 1949 Gen. Omar N. Bradley testified 
before our committee on the Mutual Defense Assistance Act, and he 
said first that the United States will be charged with the strategic 
bombing; secondly, the United States Navy and the Western Europe 
naval powers will conduct essential naval operations, including keep- 
ing the sea lanes clear; ‘third, we recognize that the hard core of the 
ground power in being will come from Europe, aided by other nations 
as they can mobilize.” 

I want to show you the committee report which prints the public 
statement of the testimony of General Bradley. 

General Couns. I think that is still correct, but that does not say 
the United States is not going to produce some of the ground power. 

Mr. Vorys. I want to remind you that exactly the same repre- 
sentations were made as to possible ground forces in Europe, on and 
off the record, to this committee in 1949, that were made before the 
Senate committee. 

Now, on February 19, 1951, in the Senate hearings on assignment 
of ground forces in the European area, Senator Green said to you as 
follows: 

Senator GREEN. Up to the present time under the conditions as you see them 
now and believe you can reasonably forecast them, six divisions will do the trick? 

General Co.tiins. Under the present world conditions, yes, sir. 

Senator Green. Thank you. 

I want to ask you whether your answer would still be the same to 
that question? 

General Couuins. Yes. Essentially the same. Now, practically 
it does not mean if world conditions change you would be necessarily 
limited to six divisions. I do not recall the exact line of questioning 
that led up to that. That had to do, however, with the number of 
troops we would have stationed in Europe in peacetime. 

Mr. Vorys. These hearings had to do with six divisions for Europe 
this year, and so forth. 

General Couutns. Yes. 

Mr. Vorys. That is why I thought it was sufficient merely to quote 
Senator Green. 

General Cotuins. However, if world conditions change they might 
not be. You asked me if it would still be the case now. I said es- 
sentially the same. Yes. 

Mr. Vorys. But you see, General Bradley’s statement to us clearly 
indicated that the hard core would come from Europe. 

General Couurns. Still the hard core would come from Europe. 
Six divisions is not going to be the hard core. 

Mr. Vorys. He said, “aided by other nations as they can mobilize.”’ 
Which, solely quoting his public statement, is a clear statement that 
reinforcements from outside of Europe would come after mobilization. 

General Coturns. I do not believe he intended that at all. I can- 
not speak for him, but I do not believe he intended that at all. He 
said the hard core—the bulk—has got to come from Europe. 

Mr. Jupp. Will the gentleman yield at that point? 

Mr. Vorys. I yield. 

Mr. Jupp. That deals with a question that I was going to ask later. 
When General Marshall was before us I asked him why our target 
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of armed forces in being was roughly twice as big as the target of 
Western Europe. He said that was not so and the Western Europe 
target was about 5,000,000 as against 3,500,000 for ourselves. I did 
not want to discuss details at the public meeting, but then he wrote a 
letter and said that while that would have to be discussed in executive 
meetings, he had been wrong in his statement because he thought I 
was talking about total mobilizable strength, and my question referred 
to forces in being. It is hard, in view of that Mr. Vorys and what 
General Bradley have said, to sell to the American people why we 
have to have under arms and in uniform all the time almost twice as 
many men as Europe, when it has one and one-half as much man- 
power as we have. 

I realize we have other world commitments, but so do England and 
France. 

General Couuins. Of course, when you add it it comes up. I think 
you will find, although I do not have it at my fingertips, that certainly 
we are not going to have double the number of men under arms that 
the people in the western world will have under arms by any manner 
of means. 

Mr. Jupp. The NATO countries. That was his figure and his 
target for the end of next year. 

General Couuins. Dr. Judd, I think the thing we must clearly 
understand—and I would like to reiterate it—is I am not a bit inter- 
ested in going over to France to defend France. I am talking about 
defending the United States, and if it takes 3% million men under 
arms to defend the United States, and it does today, I say we ought 
to maintain 3} million under arms, irrespective of what France does. 
We, of course, should encourage France, and the people of the western 
world, to increasé their effort, and I am all for that, but that does 
not mean we still do not have to have a strong force. 

Mr. Jupp. You are missing the point. I am not complaining about 
the 3.5 for us, but I am saying it is not fair to represent to the people 
that Europe is going to provide the bulk of the armed forces when we 
are providing about twice as many. ‘That is not fair. 

General Couuins. No, sir. The question asked of General Bradley 
was concerning ground forees—ground forces. That is what it was. 
General Bradley gave a factual answer. The bulk of the ground 
forces for the defense of Europe right now are coming from Europe, 
and they must come from Europe and they will come from Europe. 
However, that does not mean we do not have to have a navy and an 
air force, and we do not have to have a pretty good-sized army for 
our world-wide interests, including Europe. 

Mr. Vorys. Will the gentleman yield? 

Mr. Jupp. Yes. 

General Couturns. General Bradley did not say anything about over- 
allnumbers. The specific question asked him had to do with ground 
forces in Europe. 

Mr. Barrie. Will the gentleman yield? 

Mr. Jupp. Yes. 

Mr. Battie. I do not believe the figures you gave on the size of 
the forces for the NATO countries includes the numbers of troops 
that would be available in 3 days or a few weeks. The reserves 

Mr. Jupp. It does not include our Reserves either. 
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Mr. Barrie. These Reserves, who are available immediately, are 
being put to use in a more profitable capacity in industry under the 
framework of present conditions. I believe an accurate interpretation 
of those figures would show they would have almost immediately 
available a much larger-sized force than you were talking about. _ 

Mr. Jupp. I know, but my question does not include the Reserves, 
in either case. I am talking about forces in being. It does not include 
our or their reserves. General Marshall said on the record, ‘““The 
total up to 1954 is 5,000,000 on their side. I am trying to find out 
what the total expectation is up to July 1952—around 3,000,000, or 
up to 60 percent.”’ I said, “Are you speaking of all countries not 
under the Communists, or NATO countries?” Then he said, 
“NATO.” Then he sends this letter to us in which he said: 

In view of my testimony in answer to Mr. Judd’s question in regard to the 
forces of Europe, I find Mr. Judd was speaking of forces in being, whereas I was 
referring to planned mobilizable as well as active forces. 

I do not think that is a suitable comparison. What I am trying 
to get is mobilizable forces on our side, compared with theirs; and 
our forces in being, compared with theirs. 

Mr. Barrie. Your point, of course, is that an unfavorable impres- 
sion is going out over the country unnecessarily. 

Mr. Jupp. That is right. It is said that the Europeans are going 
to do the bulk of this, and we are merely putting our finger in the 
dike to hold until their strength can be built up. Now I think we 
have to do that and we have to hold the dike until they can hold it 
on their own. However, the fact is that when it comes to paying the 
bill we have twice as many men under arms as they, and a further fact 
is that the people do not understand why that is. 

Now, the people are just as patriotic and just as intelligent as you 
are, or as I am, or think I am, and they will support it just as loyally 
as you and I if they understand it. 

hairman Ricnarps. Let me say this. We are hoping we will not 
have to request General Collins to come back this afternoon, but I did 
hope we could go ahead right now and complete our questioning. 
I think everybody should be given time to do so. 

Mr. Lanuam. May I ask a question? 

Chairman Ricuarps. Yes, Mr. Lanham. 

Mr. Lanuam. In connection with what Dr. Judd just said and 
your answer, General, what evidence do you have of the will on the 
part of the people of Europe to defend themselves, both in the way of 
fighting and making the necessary sacrifice in the standard of living to 
get ready to fight? 

General Coutuins. Well, I think there are a number of indications. 
First of all, they have greatly increased the strength they have had in 
the past 2 years. When you consider that they are sitting under the 

uns 
. Mr. Lanuam. That is what I had in mind. 

General Cotuins. That calls for considerable courage. I think 
the very fact that they have done that is a clear indication of their will 
to fight and their interest in maintaining their freedom. 

The steps that have been taken politically in the elections in Italy 
and France indicate that they mean business and their willingness to 
combat the spread of communism, I think another indication is the 
fact that with their relatively low standard of living—and it is cer- 








THE MUTUAL SECURITY PROGRAM 589 


tainly much less than ours—they have gone to considerable great 
expense in their military expenditures. 

Now, with respect to the armies themselves, I have not seen too 
much of the French Army, but I have had talks with General Hand 
in Germany—our senior commander there. I have also talked wit 
General Eisenhower and others in my recent trip to Europe. They 
have all said in France, and Italy particularly, there has been a resur- 
gence of spirit among the younger men. 

General Montgomery had come back from Italy on a recent trip, 
and General Eisenhower himself had come back from Italy. If I 
could put this off the record for a moment, I would appreciate it. 

(Discussion off the record.) 

General Coxturns. I would say on the record that I think from 
what I have observed and reports I have from officers in whom I 
have confidence, who are working with these armies, that there is a 
definite resurgence of spirit within the younger men, in the armies of 
Western Europe, especially France and Italy. 

Chairman Ricnarps. Mr. Fulton, I promised to recognize you and 
then Mrs. Bolton. 

Mr. Fuuron. I have a short question. I believe I yielded to Mr. 
Lanham. 

Mrs. Bouton. Go ahead. 

Mr. Futon. On the charts that have been set up showing the 
position of General Eisenhower in the military set-up under NATO, 
for example, each chart seems to be very complicated. In addition, 
the charts show General Eisenhower pretty far down the line in point 
of authority, and really below quite a parallel row of agencies. 

My question on this point is that I believe the top man for Europe, 
that is, the Supreme Commander, should have a higher policy level 
on these charts, and his views should be fitted in much higher than has 
been shown so far probably by agreement among the countries. 

I would like to know, without any partiality toward the Army or 
anybody in the service, would you agree with that, that he is a little 
low in the order of hierarchy; and, secondly, that the policy contribu- 
tion that he might be able to give is put at too low a level? 

General Coturns. No, sir. I do not believe so. Our general sys- 
tem in the Western World of the military man being subservient to the 
civil authority is carried out in the organization of NATO. General 
Eisenhower is put on charts, at any rate, below the Council of Ministers 
and the Council of Deputies. 

Mr. Futon. Yes. 

General Couutns. I think that is a reasonable proposition because 
the political policy must precede your military policy. But I think 
actually General Eisenhower has a tremendous influence, and I think 
he could have, if it was essential for him to step in, a tremendous 
amount of additional effect. 

I happened to be at Brussels at the conference at Brussels when 
General Eisenhower was unanimously nominated by the Western 
Powers to be our Supreme Commander. There was no holding back 
there on the question of turning over to him the control of the armed 
forces of NATO. 

Mr. Futton. Could I point out to you just shortly that in the first 
or top echelon there is listed the North Atlantic Council of the Foreign 
' Ministers, Defense Ministers and other ministers. Then there is the 
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Council of Deputies below that, on which Mr. Spofford is the American 
representative. The below that in direct descent is the Military 
Committee, of which Gen. Omar Bradley is the head. Then below 
that is the standing group, on which Gen. Omar Bradley is representa- 
tive for the United States, also the United Kingdom and France — 
three countries. That group is located in Washington. 

Then even above Eisenhower is the Military Standardization 
Agency, located in London. 

Also above Eisenhower, and on parallel standing with the Military 
Committee are the Defense Production Board, which Mr. Barr is 
head of, and the Planning Board for Ocean Shipping, as well as the 
Financial and Economic Board, and even the Military Representatives 
Committee in Washington. 

Then on the much lower line—below the civilian and policy level 
even for the military—comes General Eisenhower on a level with the 
Supreme Commander of the Atlantic, and also the Canada-United 
States Regional Planning Group. 

I believe that other commands are possibly in prospect, which 
would be the equivalent of General Eisenhower. 

Now, coming back to my question, I believe that the requirements 
that are to be set in the gaging of what the countries can supply 
in the way of military resources and military end items and manpower 
is going to be largely determined by our man in the field, and that, in 
this instance, is Eisenhower. 

In view of that set-up, do you not think that that is putting him 
pretty far down below what we in this country feel about him? 

General Couurns. I do not believe so. I really do not believe so, 
Mr. Fulton. I think these other commands, taking, for example, the 
North Atlantic area—General Eisenhower does not want to be 
bothered about that in the first place. When it impinges on Europe, 
where it overlaps that and the North Sea, he is very vitally concerned. 
Certainly, when Admiral Fechtler takes over, if he does, he and 
General Eisenhower will have to discuss certain military phases in 
that connection. 

But in my judgment General Eisenhower has an appropriate place 
on this chart. For example, take the Defense Production Board. 
Once again General Eisenhower does not want to be concerned with 
such details. He has a terrific amount to do as it is, and it is appro- 
priate, I think, to establish other agencies to have supervision over 
their appropriate fields. 

Now, the weight of General Eisenhower’s judgment and recom- 
mendations, which you cannot evaluate on a chart, I think will be a 
dominating influence, but I do not think you can always go just by a 
chart in saying whether a man is in the appropriate place or not. 

I personally believe he is in an appropriate position. You have to 
have something like the standing group, and I think it is appropriate 
that it be here in Washington, to exercise over-all supervision over 
the planning. It is a pretty complicated affair, just as in the last 
war with the Combined Chiefs of Staff in Britain. They were really 
superior to General Eisenhower, who had a somewhat comparable 
position in Europe then. General Eisenhower never objected to that. 
He was the operating commander in the field, and his hands were 
not unduly tied. 
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Mr. Fuuton. Are you men, such as the Joint Chiefs of Staff, in close 
touch with the Standing Group? ' 

General Co.iurns. Yes. You see, General Bradley, who is on the 
Standing Group, is also the Chairman of the Joint Chiefs of Staff. 

Mr. Fuuton. I realize that. 

General Couuins. So that we have intimate contact all the time 
with them. His deputy sits in with the Joint Chiefs of Staff fre- 
quently. He is called in as a consultant frequently. 

Mr. Futron. Thank you very much. 

Chairman RIcHARDs. Mes. Bolton. 

Mrs. Botron. This will be off the record. 

Chairman Ricwarps. All right. 

(Discussion off the record.) 

Mrs. Botron. Thank you very much. 

Mr. Futron. Would it be possible to develop an exchange pro- 
gram between West Point and foreign military schools, such as St. 
Cyr, or Sandhurst? 

General Couurns. In the past we have had a certain number of 
cadets at West Point from foreign countries—not many from Euro- 
pean countries, very frankly, because I think until this past war they 
had a sort of paternal outlook toward Americans. They thought 
that maybe we could not contribute very much toward their knowledge 
and skill in military matters. I do not think that is the case any 
longer. We do have officers of certain foreign armies, not at West 
Point, but at certain of our service schools, where it is more important, 
in my judgment, than at West Point. That is done quite frequently. 
We also send our officers to foreign schools on an exchange basis. 

Mr. Fuuron. And you are expanding those programs? 

General Couns. Yes; we are. 

Mr. Futron. I am very interested in that. 

General Cotuins. We are. 

Mr. Roosevett. General Collins, for the record, we are setting up 
a war college for the NATO nation officers in Europe; are we not? 

General Couurns. It has been proposed, and as far as we are con- 
cerned, we have approved the idea. It has not yet been established. 
General Gruenther is personally enthusiastic about it. He was very 
recently on duty with our War College, and he is an exceedingly able 
man—General Eisenhower’s Chief of Staff. They are going ahead 
with the establishment of a NATO War College for the training of 
higher staff officers for the NATO countries. 

Mr. Rooseve tt. I brought that up with General Bradley because 
I was fearful that perhaps the time might come when we could turn 
over much of the military defense leadership to the Europeaa nationals, 
and chat we might theo find a situation existed similar to 1939 in the 
French Army, where the old Maginot Line boys excluded the tank 
boys, notably General De Gaulle, from any position of authority or 
responsibility, with the result that the French Army was not a modern 
fighting army. I was fearful that we might not be able to turn it over 
to them commensurate with their contribution simply because they 
had not come along fast enough in the techniques of modern warfare. 
General Bradley discussed this. 

Mr. Vorys. General, you told us about your views on the overseas 
organization of this mutual security plan. Would you give us your 
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opinion of the Washington organization where, as I understand it, the 
control man who, under Executive order, represents the whole Govern- 
ment, is Mr. Cabot in the State Department? I would like to get your 
comment, because we have had a number of very important individuals 
and groups recommend that that be changed and there be an entirely 
new mutual defense agency created, independently, with a head man of 
Cabinet status. 

General Cottins. I do not believe I am really qualified, Mr. Vorys, 
to give you any judgment that would be worth very much to you. | 
do know, speaking only on the military side of the thing—TI can assure 
you that the Joint Chiefs of Staff themselves have taken a great deal 
of interest in this program. 

The system on the military side of it, I think, is very excellent. In 
other words, in each of the countries involved we have a competent 
group of officers who go around and actually see what these forces are 
doing. They are coordinated by a very able man, General Kibler, in 
London, who is a very competent man. There is a staff set up over 
there. General Handy, our senior commander, the senior Navy com- 
mander, and the senior air commander, and our representatives, are 
the representatives of the Joint Chiefs of Staff in Europe on American 
matters of this type who review these programs. They make recom- 
mendations to us over here. 

We also have subordinate groups in the Department of Defense, 
first of all the one in the Department of Defense headed by General 
Scott, but in each one of our departments we have an officer. We 
have a very competent man in the Army. I am more familiar with 
him than the others. He is a Reserve officer called back to active 
duty, and a thoroughly competent man—General Olmstead. 

These programs are all thoroughly reviewed by these military 
representatives. Finally a program is recommended to the Joint 
Chiefs of Staff. Then we review it. We have our own Joint Logis- 
tical Planning Group, our own Joint Strategic Planning Groups, and 
a third group, if‘necessary, to check these programs against the mid- 
term defense plan. The Joint Chiefs of Staff personally take a con- 
siderable interest in this. We personally look into it. 

So, by the time the program gets through it has had a very careful, 
and, I think, a very sound military review. 

Now, the intricacies of how that is correlated with the political 
and economic factors I am frankly not sufficiently familiar with to 
give you a judgment on. 

Chairman Ricnarps. Mr. Fulton. 

Mr. Futton. We had started out, as you know, with a military 
aid program, which was a very colorless title. Then this committee 
put in the Mutual Defense Assistance Program title, meaning we were 
all getting together and helping each other. It indicates we are 
weekiag on a mutual basis and not just something from our side 
alone, where we are just shipping military end items over to other 
countries. 

Have you had any trouble propagandawise on the name—Mutual 
Defense Assistance Program—or has it been pretty satisfactory and 
almost gone unnoticed? 

General Cotuins. I know of no trouble. 

Mr. Futon. Then we are coming up to something that is again 
a propaganda matter as to the name of the program. There is a 
proposed name here from somebody, and it is on some of these docu- 
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ments, although the committee has not yet adopted it, called the 
Mutual Security Program. That to me is colorless and flat and can 
as well be used for an old-age assistance program. 

If we are talking about the defense of the free world and a program 
to implement it, would it go beyond your scope and what you are 
doing in the program, to call this the Free World Defense Program? 

General Couns. No; I should not think it would. 

Mr. Futon. Because we are going to be, by this program, stepping 
up the defense of the free world. 

General Couns. | have not given very much thought to it. 

Chairman Ricuarps. General, you do not care much what they 
call this; do you? 

General Coutuins. I personally do not, although I admit the psycho- 
logical factors ought to be considered in it. 

Mr. Futron. That is what I am getting at—how it would affect 
your people in carrying out your job. 

Mr. Rooseve.t. Are Spain and Yugoslavia part of the free world? 

Mr. Vorys. Democracies. ‘That is what they call themselves. 

Chairman Ricwarps. I think you could call this program, ‘All in 
the same boat, and the devil take the hindmost.”’ 

Mr. Fuuron. | think the propaganda value of the name is a very 
serious point. 

Mr. Vorys. The State Department had a label for it—Military 
Mutual Security Affairs Program—and that added up to MMSAP, 
and they did not like that “SAP” part, so they changed it. 

Chairman RicHarps. General, thank you very much. We appre- 
ciate your coming up here. We will adjourn until 2:30. 

(Whereupon, at 1:05 p. m., the committee adjourned until 2:30 
p. m. of the same day.) 


AFTERNOON SESSION 


The committee met at 2:30 p. m., in the Foreign Affairs Committee 
room, the Capitol, Hon. James P. Richards (chairman) presiding. 

Chairman Ricuarps. The committee will come to order, please. 
This is an executive session. Mr. Crawford, will you check on every- 
body here? 

Ladies and gentlemen, we have with us again today Mr. Paul 
Porter, Assistant Administrator, ECA, who is in charge of programs 
and who will go into the regional features of this ECA program. 


STATEMENT OF PAUL PORTER, ASSISTANT ADMINISTRATOR, 
ECONOMIC COOPERATION ADMINISTRATION—Resumed 


_Mr. Porter. Mr. Chairman, before I proceed with the statement of 
aid proposed for particular countries, may I just inform the committee 
that I am prepared now to submit as a result of our discussion yester- 
day certain tables to be incorporated in the record. 

I think it might be well if I read the tables and give them to the clerk 
of the committee to be included in the record, if that is agreeable, 
Mr. Chairman. 

First, I have a table showing the aid given to each of the European 
countries last year, and the aid proposed for this year. I will refer to 
those figures later in my testimony, but I will have all of this gathered 
in a simple form in one table to be included in the record. 
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Secondly, I have a table showing military expenditure in each of the 
European countries as a percentage of the gross national product of 
that country. 

Chairman Ricwarps. Last year? 

Mr. Porter. For last year, and our estimate for this year. 

Thirdly, I have a table showing the estimated level of consumption 
for this coming fiscal year in comparison with last year. 

Fourth, I have a table showing the amount of food consumption 
in each country, and along with that the amount of meat consumed 
in each country of Europe receiving aid, and also the United States. 

Fifth, I have a statement showing the proportion of taxes to the 
gross national product in each country. I will submit those to the 
clerk of the committee to be incorporated in the record. 

Chairman Ricuarps. Without objection, the clerk will incorporate 
these statements at the proper place in the record. 

(The material referred to is as follows:) 


Gross national product, military expenditures and military expenditures as percent of 
gross national product, fiscal year 1950-51 


{Amounts in million dollars] 





























Military expenditures (in- 
cluding nited States 
military expenditures 

Gross abroad) 
national — 
Country product | Diener? of 

of gross 

Amount national 

product 

() (2) (3) 

SN nirtnk ida sgl nniblnda de sbentnicd unncibdinidndiaeeethedaied 2,120 26 1.2 
REPRE T EE R. BEPR 8 RA PED 6, 675 216 3.2 
RES Se RE SE. IAT“: Ee RET RE 3, 385 56 1.7 
France.......- a I ae sibaidiaeniiniegen pn Gulu eegiiartipn Teattelaiei 27, 268 2, 235 8.2 
Germany (Federal Republic) .-.-.................-.-.-...- we 26, 460 1, 270 48 
Greece 1, 835 178 9.7 

Iceland SS amathduddes de Rhiiakieoten 
aly 15, 200 650 4.3 
Netherlands 5, 446 300 5.5 
Norway 1, 994 73 3.6 
Raw OF LENSE, BS . = 3, 377 192 5.7 
a ae eri) crasueiseaielnngasionnteetnenaced } 39, 600 2, 485 6.3 
Total 13 participating countries................---.----- | 133, 460 7, 680 5.8 





Per capita consumption of all foods and of meat in ERP countries and the United 
States, 1950-51 








Country rdw my Meat (pounds 
per day) per year) 
2,770 81.4 
2, 990 92.4 
3, 195 149. 6 
2, 890 123. 2 
2,775 79.2 
2, 500 35.2 
3, 195 121.0 
2, 580 39.6 
2, 870 68.2 
3, 030 $1.4 
2, 270 39.6 
3,170 112.2 
2, 680 33.0 
3, 080 118.8 
3, 320 176.0 
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(For security reasons, the following tables were not cleared for 
inclusion in the printed hearings: Estimated tax revenue as percent 
of gross national product; total assistance and total dollar aid to par- 
ticipating countries ; ” omg index of per capita consumption; gross 
national product, military expenditures and military expenditures as 
percent of gross national product, fiscal year 1951-52.) 

Mr. Porter. May I also, Mr. Chairman, say that any time con- 
venient to the committee I am prepared to discuss the following 
questions which were raised in your discussion yesterday: One is the 
amount of exports to be expected from the countries of Europe to 
the rest of the world, which is in response to a question raised by Mr. 
Herter. 

Secondly, I am prepared to discuss at any time the amount and 
the consumption of the pipeline, in response to the question of Repre- 
sentative Vorys. 

Mr. Vorys also asked for a discussion of the commodity breakdown 
of the proposed aid during this coming year. I am prepared to dis- 
cuss that, or a little later Dr. Fitzgerald, who is more expert on that 
than I am, will be here and can discuss it. 

At some time I would like to make just a few remarks on one part 
of the proposed legislation, which would authorize the President to 
transfer funds from economic assistance to end-item procurement, or 
vice versa, and also to make some transfer as between titles. 

Yesterday I gave a step-by-step analysis of how we arrived at our 
estimates of economic aid that is needed. 

I am also prepared, if you wish, to give you an estimate on the 
amount of military production in Europe since 1948, including our 
estimates of military production during the coming fiscal year, and 
also a statement on the amount of contracts which have been let in 
most of the countries of Western Europe, that is, contracts for 
military equipment. 

I just wanted to inform the committee, Mr. Chairman, I will be 
glad to go into those topics any time they wish. 

Chairman Ricwarps. Did I understand that you are prepared to 
testify on that point or submit a statement on each one of those 
points? 

Mr. Porter. As the committee wishes, either to testify in answer 
to questions, make an oral statement, or submit a written statement. 

Chairman Ricuarps. I think the best thing to do in view of the 
fact that some of the members who are particularly interested in 
one or more of those questions, and who submitted questions on the 
subject yesterday are not present, is for you to go ahead with your 
planned testimony and we will take that question up later. 

Mr. Porter. Mr. Chairman, in discussing the proposed economic 
aid to each of the countries in the OEEC, do you wish to have me 
proceed alphabetically or do the members wish to ask about a par- 
ticular country and have me respond to that particular country? 

Chairman Ricuarps. I think you better go ahead on the order you 
have planned to testify, and we can raise questions later on any 
particular country. 

Mr. Porter. Yes, sir. I am quite agreeable, Mr. Chairman, to go 
ahead and be interrupted by questions as I proceed on each particular 
country, or I can go through all of them at once and have questions. 
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Chairman Ricnarps. In testimony of this nature I believe there 
will be interruptions. You may go ahead on that basis. 

(Discussion off the record.) 

Chairman Ricuarps. In your balance of payments estimates in re- 
gard to Austria for 1951 and 1952, you have anticipated that Austria 
will import $139,500,000 from dollar sources against $126,000,000 for 
the last fiscal year. 

Why should Austria be encouraged to import more this year than 
last year when she cannot make any contribution to this over-all 
defense program? 

+ Mr. Porter. I believe, Mr. Chairman, without referring to the 
figures at the moment that the figures you gave refer to their imports 
strictly from the dollar area and not the total area. 

Chairman Ricnarps. I think so. 

Mr. Porter. That increase, for the most part, is accounted for by 
an increase in raw materials and their prices which Austria must 
import. 

(Discussion off the record.) 

Mr. Rrsicorr. For my information, if the rest of the committee 
does not want it I will not burden you with it, just what economic 
improvement has taken place during the last year in each country, 
what is the present condition in each country that would require 
over-all aid, and what, in general terms, will that aid be; will it be 
machinery, food, and so forth? Will you just spend a few minutes 
on each country as you go along? 

Mr. Porter. Yes, sir. If there are no otber questions on Austria, 
I will turn to Belgium and Luxemburg, taking them together. 

Our net aid to those two countries last year was $45 million. There 
was dollar aid amounting to a little over $74 million. But, in turn, 
Belgium and Luxemburg contributed to other European countries 
through the European Payments Union a little over 29 million. 

The net aid they received was $45 million. This year we have an 
increase. There would be no need for any economic assistance to 
Belgium and Luxemburg this year if it were not for the assistance 
given to help them rearm. 

The proposed economic aid during this coming year will be used to 
finance larger imports of raw materials and machine tools for military 
production. 

Mr. Risicorr. Why should a country like Belgium, which is so 
prosperous and has the Belgian Congo, have to receive aid? 

Mr. Porter. This is based upon a much higher estimate of military 
expenditures in Belgium. If they do not undertake a military 
effort of the size of which we believe thay are capable,they will not 
receive economic assistance in the amount proposed. 

Mr. Risicorr. My guess is that Belgium is as well able to earn 
dollars as any other country in the world. Besides its raw materials, 
Belgium must have investments all over the world which bring in 
large amounts of dollars. I think they should be on the helping side 
instead of the receiving side. I was in Belgium in 1949. There was 
no question but that it was a prosperous country and it did not seem 
to be in want. 

If it were not for the arms program, Belgium would definitely be 
on the plus side of the ledger next year. I would hope they would be 
on the giving end instead of the receiving end. 
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(Discussion off the record.) 

Chairman Ricwarps. Is it not a fact that Belgium is, according to 
your figures, the only country that was importing from the U nited 
States, in this group, whose exports will be less next year than the 
last year? 

I was wondering why that is—if it is due to some of the things 
that Mr. Ribicoff was talking he 

Mr. Porver. I will have to check our figures before I can say 
that is the only country whose exports would be less. 

Chairman Ricuarps. Last year you said they exported 310 million 
and 300 million this year. I think that is the only country in this 
group where that is the case. Evidently that reflects some of the 
conditions you are talking about. 

Mr. Reece. In what respects is the Belgium economy much below 
the 1938 status? 

Mr. Porter. It is below the 1938 standard, you say? 

Mr. Reece. In what respects is it? 

Chairman Ricnarps. I wanted to know that difference, and what 
you think is the basic reason for that difference in estimating imports. 
Most of the other countries are on the rise. 

Mr. Porter. Mr. Chairman, | do not want to bluff on an answer. 
I will have to ask for an opportunity to refer to that later in my 
testimony, if I may. 

(The following information has been supplied for the record.) 


BrevLGiIaN Imports FROM UNITED STATES 
(In reply to Mr. Richards’ question) 


In 1950-51 Belgium imports from the United States amounted to $310 million 
and in 1951-52 it is estimated that Belgian imports from the United States will 
amount to $300 million. 

The basic reasons for this assumed decline in imports are as follows: 

1. Belgium imports in considerable volume certain types of manufactured 
goods and raw materials from the United States which are not expected to be as 
easily available in 1951—52 as in the past. Among these are auto parts for the 
assembly plants in and around Antwerp, cotton, essential chemicals, fine alloy 
metals, machine tools. While Belgian demand for these goods to support her 
production program will increase, it is quite possible that the demand may not 
be entirely satisfied. 

2. Belgium may find it necessary to impose some restrictions on types of com- 
modities imported from the United States. Belgium has been the outstanding 
example of a free-enterprise, free-trade country in Europe. Direct controls on 
imports from the United States have been purely nominal. If the strain on the 
Belgian dollar position caused by rearmament makes it necessary to introduce 
controls on imports from the United States, the volume of imports would of course 
be lower in 1951-52 than in the previous year. 

The $50 million aid which has been proposed for Belgium in 1951-52 will make 
it possible for the Belgians to maintain the level of imports necessary to support 
the rearmament drive. Without such aid Belgium might be forced to curtail 
the import of many essential items by means of very strict direct controls on 
imports from the United States. 


Present Levet or Beitaran Economy CompaRepD To 1938 LEvEL 
(In reply to Mr. Reece’s question) 


In virtually all respects the present Belgian economy is stronger than the 
prewar economy. 

Agricultural production is slightly higher than in the prewar period but indus- 
trial production is now about 40 to 45 percent higher than in 1938. One exception 
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to the bright production picture is the coal mines which have suffered fro.) 
insufficient investment. Recent fresh investment and new methods borrowed froy, 
the United States have already resulted in higher production but more strenuous 
efforts along these lines will be needed to raise output to prewar standards. 

Over-all consumption is difficult to measure, but from what we are able to 
check it appears:to be about equal to prewar. 

Mr. Vorys. Is there in here a summary of the aid figures? We re- 
ceived them some time ago, and I left mine at the office. 

Mr. Porter. The aid figures in the book that you have there are 
given in respect to each particular country. There is not a single 
sheet of paper showing that, but I have submitted such a list for the 

record, 

Were there other questions with respect to the proposed aid to 
Belgium? 

Chairman Ric#arps. Of course, I think those of us who went over 
to Europe on this trip had the definite impression there was less need 
for some of the things we are doing in this program in Belgium than 
anywhere else in Europe. I think probably in relation to that ques- 
tion you can, as you have just suggested, put your reasons in the record 
for that. 

Mr. Rretcorr. [ think Belgium is the type of country that would 
be able to take what the eentleman from Ohio has been constantly 
talking about, if there should be aid: loan money and not give-away 
money. If they need $50 million, it should be a loan rather than 2 
gift. 

(Discussion off the record.) 

Mr. Jupp. In one way I| do not blame the Belgians for being 
miffed. They have done the best job over there and they get penal- 
ized for it. The ones who do the worst job, they get the most aid. 
Right at the end of the war the Belgians froze 80 percent of the bank 
accounts to avoid inflationary pressures before production was 
restored. They resisted socialistic hand-outs and under free enter- 
prise they did it well, and we punish them for it. 

Mr. Risicorr. They had a going plant at the end of the war and 
was the only country in Europe that had a going plant. They were 
making arms and everything for the Germans. The war ended and 
every other European country had to build from the bottom. Bel- 
gium was an immediate supplier. 

Besides they have the uranium deposits in the Belgian Congo. | 
think it is an unfair statement. 

Mr. Jupp. I do not think it is. No country in the world tightened 
its belt right at the start as tight as the Belgians. 

Mr. Vorys. I was in Antwerp in 1945. V-1’s had _ plastered 
Antwerp. You say they did not have any war damage, but it looked 
like war damage there. 

Mr. Jupp. | would like to ask your economic experts if what I said 
is not true. 

Mr. Porrer. I think it is substantially true, Mr. Judd. They re- 
ceived very great damage to the port of Antwerp, and there was con- 
siderable destruction to their manufacturing plants. They also lost 
quite a bit of housing. They have made a fine recovery. 

There are, however, some exceptions to that. They have been very 
backward in the modernization of the coal mines. We have only had 
partial success so far in inducing them to undertake a modernization 
program. 
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In accordance with their undertakings in the Schuman plan they 
are making a start. The Belgian record, on the whole, is a good one 
in Europe. 

Mr. Jupp. Is it not true that after the war they froze the potential 
purchasing power, and they rejected a hand-out program with all of 
its attractive features to win votes, in order to protect the soundness 
of their currency and get their economy on a sound basis? 

Mr. Porrer. In the period immediately following the war, they 
pursued an imaginative financial policy. 

Mr. Vorys. I understood from our colleagues who were over there 
that Belgium had a manufacturing complex that could be the arsenal 
of Europe, but that the difficulty was that the other countries could 
not get Belgium to make stuff for them. What is the amount they 
get? 
~ (Discussion off the record.) 

Mr. Vorys. Are you going to actually make your program consist 
of machine tools and raw materials, and free their dollars to buy food, 
and so forth; is your program going to be just what they need for 
military production? 

Mr. Porrer. As you know, Mr. Vorys, we have to take into 
account the total availability of dollars. It does not make a great 
deal of difference if the aid we give them is used to buy equipment, 
raw materials or the import of cotton or food, if the management of 
their total resources is satisfactory. 

(Discussion off the record.) 

Mr. Porter. I do not think it would be wise to restrict ourselves 
just to the purchase of machine tools and raw materials that will go 
directly into military equipment. 

Mr. Vorys. | thought in talking to Mr. Cabot and other witnesses 
earlier that one of the advantages of the ECA formula was that we 
could make sure they got what we thought they needed. 

| think this vear it is particularly true. If we only furnish them 
with the part of the stuff they need for military security, that would 
apply. 1 thought that was the way we were going to do it this year. 

Mr. Porter. I do not at the moment recall that part of Mr. 
Cabot’s testimony. 

Mr. Vorys. Let us say I said it. 

Mr. Porrer. We could, of course, specifically earmark a particular 
million dollars for raw materials that would be used for a military 
purpose. That is not the most efficient or most effective way of 
directing the aid. 

We calculate their total requirements, their total availability of 
dollars for the purchase of their imports, and that gives their net 
deficit for which they will need foreign assistance. 

If within their total resources the Belgians maintain adequate cou- 
trols over investment and consumption in order to attain a high de- 
fense expenditure, it is really immaterial whether the dollars provided 
by ECA are used to import essential foodstuffs or aluminum which 
may be used in military goods. 

Mr. Vorys. Is that the end use for ECA, to make sure that is done? 
Is not what you are saving totally out of line with what we have been 
driving at for a couple of vears, to make sure what we furnish is going 
(o go into recovery purposes, and so forth? This year the purpose, 
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I understand, is that Belgium would not get a nickel unless it was for 
military production. 

Mr. Porter. That is right, sir. 

Mr. Vorys. I do not follow you at all on the idea, ‘Well, we wil! 
furnish them so many million dollars worth of stuff and that is the 
most efficient way to do it.”’ 

Mr. Porter. | do not mean to convey the impression, Mr. Vorys. 
that what I said was inconsistent with the procedure of limiting pro- 
curement with ECA dollars to a specified list of commodities. 

My only point is this, it does not make any difference in the end 
result whether the dollars that we propose to give them are used to 
purchase cotton and food imports or whether it is used to purchase 
raw materials and machine tools, because it is the total we are con- 
cerned with. We will not give them any aid unless they agree to 
undertake a military program of the size which we are proposing to 
them. 
® Chairman Ricnarps. That is a good argument, to put it all in one 
bucket and let somebody take entire control of the thing and not cal! 
it ECA or military aid or—— 

Mr. Vorys. Just a grab bag. 

Chairman Ricuarps. I do not know but what that is right. I do 
not know about the grab-bag business, but that is what we have been 
discussing here, Mr. Judd, just like you said about pouring it in one side 
of the jug or pouring it in the other side of the jug. 

Mr. Jupp. I think that is right. As long as they follow through to 
see that it goes in, our aid might go into one phase of the economy 
which would release their own resources for use in other parts of the 
economy. As long as it achieves the military objective I think that is 
a more flexible and better way to do it. 

Mr. Porter. Mr. Vorys, we are concerned with their total use of the 
resources and not just a particular segment. This does represent an 
evolution of our thinking of the past few years. We cannot be con- 
cerned just with that section of the economy which we finance. We 
must be concerned with the total use of their resources. 

Chairman Ricnarps. | do not think you were here yesterday after- 
noon at the time in Mr. Porter’s testimony when he was asked whether 
or not one Administrator appointed to handle this whole thing could 
not do a good job, and he said he did not see why he could not. That 
was along with his testimony here. 

Mr. Vorys. I may have missed that, but here is the big question. 
Three years ago, whea this thing started, it was balance of payments 
and dollar shortages, and the dollar shortage all over Europe was so 
big and the need was so great that there was great justification for pour- 
ing in dollar goods, and it didn’t make much difference where you 
poured it in. 

Now, that is all over. ECA is about over. All we are justified 
in doing now, and that is what we are told we are doing, is saying, 
“You do not get anything for your economy at all unless it goes right 
square into mutual security.”” So that this whole idea about the tea- 
pot, and so forth, it seems to me has vastly changed. I confess I am 
greatly disappointed to find that you are not grooving the ECA 
support to exactly the stuff, so that we can have some end use follow- 
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Mr. Porrer. I think we are tying it to their military effort, Mr. 
Vorvs. As I stated before you came in, Belgium would not qualify 
for any aid this year if it were not for the military program which we 
hope they will undertake. If they did not undertake a military 
program of the size which we are proposing to them, then they would 
receive less aid and probably none at all. 

Chairman Ricuarps. Mr. Mansfield was asking you a question. 

Mr. MansFiEtp. Mr. Porter, am I right in assuming from what 
you just said that the ECA did give serious consideration to the pos- 
sibility of withdrawing Belgium from under the ECA? 

Mr. Porter. Yes. Belgium would receive no aid at all now if it 
were not for the rearmament program. 

Mr. MansrFietp. Are there any other countries that you consider 
taking out from under the ECA this fiscal year? 

Mr. Porrer. Well, we have ceased aid to four already—the United 
Kingdom, Portugal, Ireland, and Sweden. 

Mr. MANSFIELD. Sweden is a late one then. 

Mr. Porrer. We concluded aid to Sweden very recently. 

Mr. MANSFIELD. Yes. 

Mr. Porter. I think it would be fair to say that by the end of this 
year there would be no countries receiving aid under ECA except 
Austria, Greece, Iceland, Western Germany, Turkey, and perhaps 
Denmark and Italy. 

Mr. Jupp. Would not Italy be getting some under ECA? 

Mr. Porrer. I think by the end of the 1952 fiscal vear Italy would 
be just about ready to break even. We could discontinue aid to some 
countries even earlier. 

Mr. CurperFIELD. How about Norway? 

Mr. Porrer. I think Norway, by the end of the year, could be 
self-supporting if it were not for its military program. 

(Discussion off the record.) 

Mr. Mansrretp. What about their balance of trade from the 
Congo? They have huge copper deposits down there. I understand 
it is an important source of uranium, and undoubtedly there are 
other natural resources, which puts the Belgians on a pretty sound 
footing, plus the fact that they are a first-class manufacturing country 
in certain lines of business. 

Mr. Porrer. As a matter of fact, while the Congo is rich, actually 
the Belgians are putting more into the Congo than they are taking out, 
to the value of $15% million. 

Mr. Vorys. No. You do not expect that next vear. Not accord- 
ing to what you have here in your own table of figures. 

Mr. Porter. Oh, I was looking at the wrong column, Mr. Vorys. 
That was last year. This year we anticipate an even break in their 
trade with the Congo. 

Mr. Mansrretp. Then their deficit comes from their economy at 
home, that is, in Belgium itself? 

Mr. Porrer. Right, sir. As a result of the increased rearmament. 

Mr. MANsFIELD. Then it would appear to me that the increased 
rearmament would redound to the benefit of their economy, because 
they will be getting items which we will supply, but in return they will, 
because of the peculiar nature of their economy, I assume, be able to 
manufacture practically all of the small arms they need. 
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Mr. Porrer. We anticipate they will supply not only a great deal 
of the small arms for their own needs, but will be able to contribute 
some to other countries of Europe, whicl we hope they can be per- 
suaded to do on a gratis basis. We have already proposed that to 
them. They have not yet agreed to it, but we intend to continue to 
urge them to do it. 

In order to make the fullest possible use of the very good manu- 
facturing facilities in Belgium, it would be necessary greatly to increase 
their import of raw materials, and also to receive some additional 
machine tools in order to make the most efficient use of the manu- 
facturing facilities they have. 

Mr. Mansrieitp. Then that would come under the ECA amount? 

Mr. Porrer. That is right. 

Mr. MansrFievp. That is all. 

Chairman Ricuarps. Mr. Chiperfield. 

Mr. CurrPerFie_p. Suppose there were 12 or 15 specific programs 
that needed economic aid in Belgium? For instance, they might 
make radar, or signal equipment, or something like that, and they 
needed economic aid for those purposes. Then you ask them to 
increase their military expenses X millions of dollars. I can under- 
stand why you would want to make up for the use of those dollars in 
the extra military effort from what they are doing now, but why is 
there not a criteria whereby you add that figure, and the specific 
program figure, and that is what they get, and not go further and 
give them wheat or something else along that line that will go into 
their general economy. 

Mr. Porter. Let me see if I correctly understand you, Mr. Chiper- 
field. You mean we should add together the economic assistance 
plus the value of the military end-item assistance to arrive at an over- 
all total of aid for Belgium? 

Mr. Cuiperrievp. | am not including the military, but just includ- 
ing the economic. For instance, in Norway they told us they had six 
or seven specific programs that they would need so much for. One 
of them, I think, was signal equipment. They need raw materials to 
carry out the program. We are going to furnish the help needed 
under ECA. Then besides, they will have to increase their military 
establishment by X dollars. Then those X dollars will be taken out 
of their general economy. Why is not the total amount of aid 
needed, the sum of those two types of programs, the increased military 
cost plus specific programs? 

Mr. Porter. I will try to clarify that point, Mr. Chiperfield. Let 

us take a particular program for electronics manufacture. 
' The total value of that might come, let us say, to $25,000,000, but 
only, let us say, $5,000,000 of that would come from the United 
States. Another $10,000,000 might come from their own resources, 
and a further $10,000,000 from other European countries, which would 
be financed through the European Payments Union. But if we tried 
to tie our financing of the Norwegian deficit specifically to these 
particular programs, we would find that we were in a strait-jacket 
from the standpoint of financing them, since only a part of it would 
come from the United States. 

Mr. CuiPerFIELD. I was assuming no economic aid would be neces- 
sary. I was not thinking about a country where there might be a 
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deficit, but about a country where ECA would be cut off if it was not 
for the military program. 

Mr. Porter. Yes. As I said, we would not give any aid to Belgium 
if it were not for the rearmament program, but it is very difficult to 
tie our aid to these rather specific programs, because it is necessary for 
them to divert some of their resources which would otherwise go to 
earn foreign exchange through exports into this rearmament program. 

So what we have to do is consider their total economic picture and 
relate their aid to the net deficit which is arrived at by the military 
effort plus the normal imports. 

Mr. CureerFIeLD. | was hoping we could get away from giving 
ECA aid for general purposes such as for food consumption, and we 
could confine it to military purposes rather than general purposes. 

Mr. Porter. I understand your purpose, Mr. Chiperfield, and I 
wish it were possible to relate every dollar that we give to a specific 
dollar’s worth of arms produced in a particular country. We could 
do it, but I think it would be deceiving ourselves in doing so, and we 
would be putting ourselves into something of an administrative strait- 
jacket in doing it. 

May I say, Mr. Chairman, I am sure members of the committee 
realize | am a substitute witness from the second team, and if I am 
not able to give a precise and comprehensive answer off the top of 
my head, it does not necessarily mean the problem has not been fully 
examined. It may more likely mean just a personal shortcoming on 
my part in the ability to give the answer the committee desires. 

Mr. Jupp. Who is your opposite number in the first string? Mr. 
Bissell? 

Mr. Porrer. Right. He is the first team. 

Mr. Vorys. How is he coming along? 

Mr. Porter. He will be back on Monday. 

Mr. Jupp. Mr. Chairman, this is as good a time as any to have 
this out. Why should we have to be making minesweepers for 
Belgium? Europe used to have more shipbuilding capacity than we 
did. Among all our allies over there, is there not one country that 
could make those minesweepers in return for Belgian small arms, and 
then Belgium would not have to give her small arms to somebody 
gratis? She would be getting minesweepers in return. Italy used to 
have a shipbuilding industry. They built a couple of luxury ocean 
liners—the Rer, and another. Could they not build minesweepers? 
They have unemployment there. 

Mr. Porrer. In my opinion they can, Mr. Judd, and we have tried 
to put a great many more orders for end items in Europe. 

(Discussion off the record.) 

Mr. Jupp. Let us use Italy as an example. Will vou explain to me 
why we should not use shipbuilding vards in Italy, even if we have to 
furnish the money, rather than build them here? It costs us less 
money to have it done there, and it does not make an extra burden 
on our own overemployed economy. 

Mr. Porter. That is the purpose of our economic assistance. 

Mr. Jupp. We know it, but why do we not do it? Is it because 
vou do not know the answer in this case? 1 wish somebody could get 
me the answer to it. Norway built ships, and England built ships, 
and Holland built ships. I do not know whether France did or not. 
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Mr. Porter. We are endeavoring to get these mine sweepers you 
are referring to built not in Belgium, but in the Netherlands. We are 
trying to get that done. 

Mr. Jupp. What is the answer? This is a concrete illustration. 
We talk in generalities, but here is a concrete problem, where Belgium 
can pay others in her goods if they will make mine sweepers for her. 

I cannot figure out why we have to give mine sweepers to Belgium. 

Mr. CuirerrieLp. Because they wish us to give them away. 

Mr. Jupp. I brought it up in Belgium half a dozen times and never 
got an explanation. If we could get one of the concrete questions 
answered I would have more confidence that I can put faith in the 
general answers to other questions. 

Chairman Ricuarps. Mr. Porter, here is the thing that concerns 
me about this proposal when it goes to the House here. You have 
three categories I am talking about in MDAP and in ECA. You 
have three categories in those two over-all things. One of them is 
MDAP strictly, as such. That is military aid, of course. Then you 
have economic aid for military production. Then you have straight, 
honest-to-goodness ECA, as such. 

Now, I have not been able to find out from these figures exactly 
how much is bona fide ECA aid and how much is aid for military 
production, exactly, that is, economic aid for military production. 
Of course you can get the MDAP figures because you have that. 

Now, is that in the record? Does the set figure for just ECA, as 
such leave nothing to do with military production, in there? We go 
all around the end and come back here, and that amounts to military 
production; but 1 want to be able to tell the Congress when we go 
down on the floor of the House just how much old-fashioned ECA is 
in there without having anything to do with military production. 
Either that, or tell them it all has something do with it. 

Mr. Cuirerrietp. Mr. Chairman, that is the reason why I asked 
the question a minute ago. I wanted the same thing. 

Chairman Ricuarps. As I understood it, Mr. Chiperfield, you were 
saying why not start out on the basis that this country needs so much 
aid for military production, and then you accomplish that goal, and 
if they need something else in the other bracket then say that is on 
that basis. 

Mr. CuiperFie.tp. That is it exactly. 

Chairman RicHarps. Somewhere I would like to have that in the 
record. 

Mr. CutperFieip. Mr. Porter says that it is impossible to put them 
in separate categories. 

Chairman Ricuarps. I know, and we will be all mixed up too when 
we go down there. 

Mr. Porrer. Mr. Chairman, we have given a good deal of thought 
to that problem over the past several months, and we have reached 
the conclusion that we cannot give you an honest answer as to how 

you would draw the line between economic aid as of the type given 
in the past, and economic aid for military purposes, because to do so 
we would have to make a lot of arbitrary assumptions which are not 
necessarily true. We would just have to—— 

Mr. Jupp. You would be kidding us. 

Mr. Porrer. I think I would, Mr. Judd, and I do not believe it 
would be fair to give you a figure which is not an honest figure. 
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Mr. Risicorr. Mr. Chairman, I think you have a very good point. 
We might be spending a lot of time on this, but we have some prin- 
ciples to determine, and then we will not have to do it on the other 
countries. 

Haven’t all of you gotten yourself into this box which you could 
foresee coming, because you might have thought that the only way 
to sell this over-all program to the Congress is to tie military strings 
to it, and you are now forcing this into the military channel? 

I believe this to be the wrong approach, because a lot of this is pure 
economic assistance out and out. I think we would be in a better 
position on the floor if we could say here, ‘‘Most of this is for military, 
but some of it is for economic.” And, we ought to know it. 

(Discussion off the record.) 

Mr. Risicorr. | think if we get those problems straightened out in 
our own minds, ECA is better off, and we are better off for the floor. 

Mr. Jupp. And which we can defend. 

Mr. Rretcorr. That is right. 

(Discussion off the record.) 

Mr. Vorys. That is what I mean. There is a figure there. Bel- 
gium produced some military production, I presume, right through 
from when they got back in 1945, did they not? 

Mr. Porter. Yes. 1946. 

Mr. Vorys. And Belgium was in balance and was only getting 
loans or EPU money last year, no grant aid at all. Is that not right? 

Mr. Porter. Belgium received net grant assistance last year in 
the amount of $45,000,000. 

Mr. Vorys. Now, how much military production did they produce 
last vear when they were in balance? 

Mr. Porter. They produced—may I give you the figures for 1949, 
1950, and 1951, and our forecast for the new fiscal year? 

Mr. Vorys. Yes. 

(Discussion off the record.) 

Mr. CutperFiELp. What criteria do you use in judging whether a 
NATO country is doing its share in the common NATO effort? 
Could vou give us a specific country illustration? 

Mr. Porter. Yes. Let us take a case of Belgium, Mr. Chiperfield, 
since we are discussing that now. We begin with the commitments 
which the Belgians have made to NATO. That is, their commit- 
ments for the present vear. 

On the basis of their commitments as to the size of the ground 
forces, plus air forces and naval forces, their requirements are esti- 
mated by the Belgian Government and checked by our military mis- 
sion in Belgium. That is the second step. The first step is their 
commitment. 

.The second step is to translate those commitments of forces into 
terms of equipment. 

The third step then is to deduct from these total end item require- 
ments the following things: 

First, what equipment do they have already; 

Secondly, what is on its way either through MDAP or being pro- 
cured in other European countries; 

Thirdly, what are they undertaking to produce for themselves? 

At that particular point the United States military mission in 
Belgium consults with the ECA mission as to a judgment on what the 
Belgians could produce for themselves. 
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Mr. CuirerFieLp. What criteria do they use for that purpose? 
How do you know whether they are making a real effort or not? 

Mr. Porter. Well, I was just doing this step by step. 

(Discussion off the record.) 

Mr. Porter. Another criterion is, are they making full use of idle 
facilities or facilities that could be converted from the manufacture 
of nonessentials to military equipment. 

Thirdly, what is the size of their military budget as an over-all 
estimate. 

(Discussion off the record.) 

Mr. Porrer. We do not believe that they have made adequate use 
of their facilities and that is where the ECA mission comes into the 
picture in estimating what could be produced. 

Finally, we have the estimate of their military budget. 

(Discussion off the record.) 

Mr. Roosrevetr. What is it for? Tell us what it is for. 

Mr. Futron. Would you please divide it into those two categories. 

Mr. Porrer. It is very unreal to try to attribute this particular 
margin to specific commodities. 

Mr. Fuiron. What percent then is equipment, and what percent 
is basic commodities, approximately? 

Mr. Porrer. I cannot tell you that at the moment, Mr. Fulton, 
because our approach here, as I would like to repeat again for the 
benefit of some of you who were not here earlier, is this: We are con- 
cerned with the total resources of a country. Its total fiscal, mone- 
tary and credit policies. Its total imports and total exports. It is 
only as we look at the whole picture that we are able to judge what 
a country is capable of doing, and we are trying to relate our aid to 
the extent to which they fulfill that of which they are capable. 

Mr. Fuiron. Then you are proceeding solely on a balance of 
payments basis. Is that not right? 

Mr. Porrer. A balance of payments basis, Mr. Fulton, which 
takes into account the total economy which supports their military 
efforts on the basis I described yesterday. That is to say, the total 
national product; their consumption level; their investment policy; 
their total employment; their military budget; all of which we have 
made forecasts of in order to arrive at a balance of payments. 

Now, as I explained yesterday, we are not accepting a balance-of- 
payments estimate made by the country itself. We have made our 
own balance-of-payments estimate on the basis of our estimate of 
what they are able to do with the resources which either they them- 
selves have, or which can be added through American aid. 

Mr. Futron. Then does that balance-of-payments figure include 
prior indebtedness, governmental and private, which has been pre- 
viously contracted? Are there any payments on prior indebtedness 
of the Government or private indebtedness previously contracted in 
that balance-of-payments figure? 

Mr. Porter. You mean a transfer of foreign exchange out of that 
country to some other country? 

Mr. Futron. What they owe on previous debts. Is that in there 
too? 

Mr. Porrer. If they are servicing those debts, that is taken into 
the calculation. 
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Mr. Futron. Are any principal amounts taken into the calculation 
too? 

Mr. Porter. If those are being paid they are taken into account 
either as an increment or as a loss of foreign exchange. 

Mr. Fuuron. So as to the amount that is being paid on principal 
on debts previously incurred within this balance-of-payments figure, 
we in the United States are not putting the money in for productive 
uses, but are paying off old debts. 

Mr. Roosevettr. Not when you are looking at it as a whole. 

Mr. Vorys. Will the gentleman yield? 

Mr. Futron. Could he answer that one? 

Mr. Porter. Well, the net effect is not changed by this since if 
we take into account the payment of, let us say, France to Belgium, 
it shows up on both sides of the ledger. If we take into account 
what Belgium has received and what France is paying out, one 
cancels the other. 

Chairman Ricuarps. Mr. Porter, we have a teller vote on the 
floor. We will take a 10-minute recess. 

(Whereupon a 10-minute recess was had.) 

Chairman Ricuarps. The committee will come to order, please. 

Mr. Porter, will you resume your testimony, please? 

Mr. Porter. Mr. Chairman, may I revert to a question which was 
asked by you and Mr. Vorys and Mr. Chiperfield with respect to 
drawing a sharp line between economic aid, that is, economic aid for 
normal ECA types of assistance, on the one hand, and, on the other, 
the economic aid in military production. 

We, of course, have anticipated that that question would be asked, 
and for several months we have been trying to find a way to answer 
it honestly, 

Now, I can say a few things that will indicate where some aid is the 
former economic recovery type, and where some aid is strictly military. 
Then I will indicate the marginal area in between, where it is impossible 
to draw a precise line. 

The aid to Austria is strictly economic aid. None of that is for 
military purposes. The same is true of the aid to Trieste. Of that 
we can be sure. 

The aid to Belgium can be identified as strictly military. We can 
do that through the former AMP type of aid, but we think that the 
method which we propose will be more effective even though it is not 
specifically identified as military aid. 

Then there comes a marginal] area, which is perhaps best illustrated 
by the case of Italy. We can calculate the amount of economic 
recovery assistance that would be needed for Italy if there was no 
military program there. But, if we also assume that there will be a 
military program, then that means there will be increased employment 
in Italy. With the increase in the employment there is going to be 
increased consumption. That will result in a greater import of food 
and of cotton. 

Now, we could make some guesses as to what that would mean, but 
it would just be an arbitrary guess on our part. It becomes very 
difficult in the case of Italy to draw a sharp line between economic 
recovery aid and aid necessary to get the additional military produc- 
tion. So, we have preferred to come to you and just say that we think 
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it is not possible to give a figure that we would support as being in a 
category with the other figures we give you. 

Chairman Ricnarps. Is Austria the ‘only country you would say 
would be the recipient under this bill of bona fide 100 percent ECA aid? 

Mr. Porter. Austria, Trieste, and I think we might say the same 
for Iceland, though there is a military contribution by Iceland in that 
they are providing some air bases. 

Chairman Ricuarps. Yes. 

Mr. Porter. So probhbly the only two where we can say there is no 
military contribution at all would be Austria and Trieste. If we come 

to Greece and Turkey, obviously, a very substantial part of their aid 
is made necessary by military reasons. 

Chairman Ricuarps. Mr. Vorys. 

Mr. Vorys. Does Belgium have a priorities and allocation law to 
channel stuff into military production and cut down on production 
of nondefense goods? 

Mr. Porter. I am informed, Mr. Vorys, that they do have some 
priorities controls which are now being put into effect. I do not 
believe that they are as yet comparable to those which we have in 
the United States. 

Mr. Vorys. As to Belgium, we stopped aid to them because they 
upheld a judgment against ECA funds for Greece. What is the 
status of that matter now? 

Mr. Porrer. That has been settled satisfactorily. We suspended 
aid to Belgium last March because a private Belgian company had 
gone into a Belgian court and attached some funds which had been 
deposited there by the Greek Government for the purchase of some 
steel rails and other railroad equipment amounting to a value of 
about $7,200,000. We suspended aid to the Belgians, and then 
entered into negotiations with them that resulted in the Belgian 
Government in effect putting up the equivalent amount of money to 
enable the Greeks either to make purchases in Belgium, that is, to 
pay for the equipment which had been ordered, or to permit ‘the 
Greeks to order some of the equipment from other countries. 

Now, the Greeks had decided, in view of the delay, that they would 
not take all of the equipment which they had ordered, but preferred 
to use some of the funds to purchase other things in other countries. 
A satisfactory agreement was entered into between the Belgians, the 
Greeks, and ourselves. In short, the Belgians never officially acknowl- 
edged that their action was improper, but they have taken all the 
necessary steps to correct it. 

We have made no allotment to Belgium since that time. 

(Discussion off the record.) 

Mr. Vorys. You fellows who went abroad heard about infrastruc- 
ture. Give us an example of infrastructure. 

Mr. Porter. Examples would be barracks, airfields, and port 
installations. 

General Scorr. Those installations which are required to support 
an army in the field, such as communication lines, depots, airfields, 
and so forth, to permit the effective operation of the force in logistical 
installations. 

Mr. Porter. I do not know the origin of the word, but I do not 
think it is an American invention. 

General Scorr. It is French. 








As 











EV NEE A Sinn EA Rie at tke a wid 


ey 




















; 








THE MUTUAL SECURITY PROGRAM 609 


Chairman Ricuarps. Words like that do not bother me. I do 
not understand them and I do not ever expect to understand them. 

Mr. Jupp. Are you through, Mr. Vorys? 

Mr. Vorys. Yes. 

(Discussion off the record.) 

Chairman Ricuarps. Let us move along. We have another 
country, Denmark, and then we can take up some of the same questions 
on Denmark. We will find out whether there is anything rotten in 
Denmark. 

Mr. Porter. I would like to make this additional comment on the 
questions Dr. Judd has been raising. I think it is an undisputed fact 
that there is capacity in Europe for additional military production 
that is not fully utilized, and I think it is our job to see that it is 
utilized. 

Mr. Jupp. That is right. 

Mr. Porter. I do not think we should send anything from the 
United States that can be produced there unless the time factor is 
overriding. 

Mr. Jupp. That is right. 

Chairman Ricuarps. Really, I think it is a little unfair to Mr. 
Porter. He was brought up here at the last minute to do a job that 
really was not intended to be his job. I think if he will go ahead on 
these countries, we can get Mr. Bissell later on to tell us how to go 
at this thing in each country in addition to Mr. Porter’s testimony, 
and we will move along in that way. 

Mr. Vorys. I wondered if we would go ahead alphabetically. 

Chairman Ricuarps. We decided we would go along alphabetically 
the way we have them on the list. 

Mr. Porter. I would have preferred not to have them alpha- 
betically because Belgium is one of the most difficult ones to develop. 

Chairman Ricwarps. Maybe that is the reason you suggested we 
might follow another procedure. But anyway, let us go ahead and 
take up Denmark. 

(Discussion off the record.) 

Mr. Porter. Now, it has made a very fine recovery in both indus- 
trial and agricultural production. It is having a great deal of diffi- 
culty in selling its meat, especially bacon, abroad; partly because 
Britain has been its chief market and the British—— 

Mr. Vorys. Are too poor. 

(Discussion off the record.) 

Mr. Porter. One of the things we are pressing them to do is to 
be more aggressive in marketing their agricultural products. If they 
are not going to be able to market bacon, shift to some other type 
of agricultural production. 

Are there any particular questions about Denmark that you wish 
me to expand on? 

(Discussion off the record.) 

Chairman Ricuarps. Let us take up France then, Mr. Porter. 

Mr. Porter. Right, sir. 

Chairman Ricnarps. I believe that is next. 

Mr. Porrer. Right. Our total aid to the French last year, all 
given as direct dollar assistance, was $423,000,000, 

(Discussion off the record.) 
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Mr. Porter. In terms of their fiseal year, that is, on a calendar 
year basis, their defense expenditure during 1951 is $2,614,000,000, 
as against $1,800,000,000 in the preceding year. That is to say, 
approximately a 50-percent increase. 

Now, France is one of the countries which we think that by the end 
of June 1952 would have been able to stand on its own feet if it were 
not for the military effort they have undertaken. You will bear in 
mind that France is making a contribution in the construction of bases, 
and the so-called infrastructure. 

Mr. Vorys. Who pays for that? As long as we have this balance 
of payments business maybe it makes no difference, but do we pay 
for the land for landing strips and infrastructures? 

Mr. Porter. Mr. Halaby, would you wish to answer that? 

Mr. Hauasy. The answer is, “No,’’ Mr. Vorys. Thatisin the process 
of negotiation in NATO at the present time. We do not intend to 
pay for land or for local utilities, such as water and power, and so 
forth. 

Mr. Vorys. I mean, is that iand for infrastructures? 

Mr. Havary. Yes, sir. That is another element in their military 
expenditures in addition to the military production that they are 
paying out of their military funds which Mr. Porter described a 
moment ago. It will be an increasingly large sum to support the 
tactical air bases that provide the air cover over the American troops 
and other troops. It includes all of the other elements, such as port 
facilities, communication net works, military roads, and so forth. 

Chairman Ricuarps. Let us see, Mr. Porter. You plan to have 
France import $600,000,000 from the dollar area in the next fiscal 
year, against $490,000,000 of imports in the last fiscal year. Ac the 
same time you show that France would have a dollar export of 
$255,000,000, and that is $30,000,000 less than the $285,000,000 
exports last year. 

Mr. Porrer. That is right. 

Chairman Ricuarps. Now, why should they import more next year 
when | understand the general effort was just the opposite? 

Mr. Porrer. The reason for that, Mr. Chairman, is we expect the 
French to be making very substantial diversion of their own resources 
to arms manufacture. They will have less goods to export because 
some of their manufacturing facilities will be diverted to armament 
manufacture. At the same time they will have to import more in 
order to get the raw materials that they will need for armament 
manufacture. 

Chairman Ricuarps. I think last year you made an estimate that 
the dollar deficit of France would be $549,000,000, and it turned out 
that it would be but $310,000,000. I believe that is what it was and 
that is a pretty big difference there. I mean, your figures show it was 
$310,000,000. I do not know what the cause of that was. 

Mr. Porrer. That was our estimate at the time. Do I under- 
stand you to say we estimated last year their deficit would be 
$549,000,000? 

Chairman Ricuarps. That is right. 

Mr. Porrer. And it turned out to be $310,000,000? 

Chairman Ricuarps. That is in your appropriation request last 
year. 
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Mr. Porrer. I think the principal explanation for that, Mr. 
Chairman, is that as you know there was a very substantial boom as 
a result of the events in Korea. The French were able to take advan- 
tage of that to increase their exports to a higher level than we had 
anticipated, and they were also slow in getting under way with their 
defense effort. 

Chairman Ricuarps. I understand also they increased their dollar 
position by exporting a good bit of industrial alcohol. 

Mr. Porrer. That is right. 

Chairman Ricuarps. That is used in the production of synthetic 
rubber over here. 

Mr. Porter. That is right. 

Chairman Ricuarps. Anyway, you figure that if it were not for 
this program we are starting with the military aid with France in a 
key position and in an essential spot on the whole thing, that France 
would be on her own now? 

Mr. Porter. Not now, but by the end of the year 1952. I think it 
would be a tight squeeze, but they would be able to stand on their own 
feet. 

Chairman Ricuarps. Are there any other questions on France? 

(No response. ) 

Chairman Ricuarps. If not, we will go to the next country. 

What is the next one? 

Mr. Porter. The next one is Germany, sir. 

Mr. Jupp. Does that mean just our zone? 

Mr. Porrer. No. That means the Federal Republic, including 
everything except the eastern zone. 

Our aid to Germany last vear was $384,758,000. 

(Discussion off the record.) 

Mr. Porter. Germany has been making a very substantial improve- 
ment during the past vear, and we anticipate that that will continue. 
We also believe that the Germans can do a great deal more than they 
have thus far done in producing arms for the other countries of Europe. 

We hope to get a great deal more military production under way in 
Germany than is now the case. 

The imports of Germany last vear from the dollar area were 
$540,000,000. We estimate that their imports in the current year will 
rise to $710,000,000. Their exports to the dollar area last year were 
$320,000,000. We estimate this year they will rise to $377,000,000. 

Mr. Jupp. They wind up with a bigger unfavorable balance in the 
coming year than at present. Is that right? It is 241 this year, and 
you estimate 420.9 next year. No, it is a little better when you con- 
sider the settlements. 

Mr. Porrer. Yes. I should add a word of explanation there, Mr. 
Judd. We anticipate that they will earn a considerable number of 
dollars as a result of the United States expenditures in Germany next 
year. That represented, included in the figure of total capital opera- 
tions last year, $60,000,000, and this year we estimate it will be a 
little over $200,000,000. 

Mr. Jupp. And they got $128,000,000 from the European Pay- 
ments Union, did they not? 

Mr. Porter. Yes. 

Mr. Vorys. Are you through? 

Mr. Jupp. Yes. 
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Mr. Porter. No. That was a payment to the European Payments 
Union. 

Mr. Jupp. They put that into their European Payments Union? 

Mr. Porter. That is right. 

Mr. Jupp. The net settlement is that they put $128,000,000 into 
the European Payments Union and did not get anything out? 

Mr. Porter. This is the net payment they made into the European 
Payments Union—$128,000,000. 

Mr. Vorys. On that they overdrew for a little while last year? 

Mr. Porter. Yes. 

Mr. Jupp. They are paying back what they overdrew? 

Mr. Porter. They went beyond the quota which had been estab- 
lished for them, and, therefore, they had to pay. 

Mr. Jupp. Yes. That is what I said. My language may have 
been a little different. 

Chairman Ricuarps. All right. Take the next one now. 

Mr. Porrer. The next one is Greece. The total aid received by 
Greece last year was $288,500,000, of which $173,500,000 was dollar 
aid, and $115, 000,000 was aid received through the Europe an Pay- 
ments Union. 

(Discussion off the record.) 

Chairman Ricuarps. The thing that bothers me about Greece is 
that it has just an economically impossible situation. They did a lot 
worse last year from an economic standpoint than we thought they 
would. The estimate of the dollar deficit last year was $148,000,000. 
That is what you folks estimated, I think. The actual deficit’ was 
$181,000,000. The estimated aid. was $147,000,000, and then you 
spent $172,000,000 or $173,000,000, which was ac tually supplied. 

I reckon that is going on forever in Greece. I do not think they 
will ever get to the plac e where they do not need economic aid or 
some kind of aid. 

Mr. Porter. Mr. Chairman, you will recall that last year the 
military common-use assistance for Greece was computed separately 
in the total appropriation. The $147,000,000 which had been esti- 
mated was the economic recovery aid of the normal kind. In addi- 
tion to that there was, I believe, $56,000,600 received by Greece for 
common-use items, that is, for military use of equipment that could 
be used either for civilian or military purposes, but was used specifically 
for military purposes. 

Greece did better, in fact, than we had estimated when we asked 
for aid last vear. 

I am fairly familiar with those figures because at that.time I was 
the chief of our mission there. We had contemplated that Greece 
would receive or would need $263,000,000 of aid, of which $147,000,000 
or almost $148,000,000 would be of direct dollar aid, and $115,000,000 
would be obtained through the European Payments Union. 

In addition to that, there was calculated that they would need 
$36,000,000 worth of common-use military items, which turned out 
later to be approximately $56,000,000. But the amount of direct 
aid which the Greeks received, exclusive of the military common-use 
items, was substantially less. 

Chairman Ricwarps. Wait aminute. You estimated $147,000,000. 
You asked for that. Now, of the $173,000,000, what did you say was 
added to that in those figures? 
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Mr. Porter. All right, sir. May I just get my work sheet on 


that, sir? 

Chairman Ricnarps. Yes. 

Mr. Porrer. The composition of this $173,000,000 is $56,500,000. 

Chairman Ricnarps. What is that? 

Mr. Porter. For common use military items, which was calculated 
separately from the $147,000,000 which we had estimated Greece 
would need for direct economic assistance of a recovery character. 
The balance represents $116,800,000 of direct dollar aid. 

Chairman Ricuarps. Instead of the $147,000,000? 

Mr. Porter. Instead of the $147,000,000. So let us say $117,- 
000,000 instead of $147,000,000, or a net reduction of $30,000,000. 

Chairman Ricuarps. Now, you are proposing a larger grant this 
year than you proposed last year to Greece. Is that right? 

Mr. Porrer. No, if we take it op the basis of totals; last vear, 
you see, the request was broken down into two parts. One was for 
economic aid and the other was for military common-use items. 

(Discussion off the record.) 

Mr. Vorys. Mr. Porter, what is your comment on the question of 
our chairman, as to whether the Greeks would always need some sort 
of economic assistance? What would happen in Greece, not from the 
Communists and not militarily, but what would happen in Greece if 
we quit all forms of economic assistance? 

Mr. Porter. If we were to quit immediately, I think that there 
would be an internal collapse in Greece. But I am profoundly con- 
vinced, sir, that we must proceed progressively to reduce the amount 
of American aid until the stage is reached when none will be needed. 
I believe that they can be made independent of American aid by 
1954 or 1955. 

Mr. Vorys. You do? 

Mr. Porter. Yes, sir. When I left Greece I believed that by 1954 
they could become self-supporting. 1 have since revised that in view 
of the very rapid increase in raw material prices, and consider a year 
may have to be added to that date before the Greeks could become 
fully self-supporting. 

However, I am convinced if we continue a program in Greece we 
can make the Greeks self-supporting in another 4 years at the most. 

Mr. Vorys. I am encouraged to hear that. 

Mr. Porter. Well, sir, I think we have to be very tough about it 
in order to accomplish that. 

Mr. Jupp. Mr. Porter, do those Greeks who are engaged in all 
sorts of shipping enterprises all around the world, and a whole lot of 
other enterprises, some of which are legitimate and some of which 
are sort of fast curves—do they pay proper taxes, so that they are 
assisting their Government? 

Mr. Porter. I think that matter has been straightened out, sir. 
I will describe that story very briefly. 

In 1946 we sold 100 Liberty ships to private Greek shipowners, I 
would say at bargain prices. The Greek shipowners were able to 
make some very substantial earnings with these ships. 

One of the conditions of sale which was imposed by the United 
States Government was that the shipowners would pay taxes to the 
Greek Government and the ships must be registered under the Greek 
flag. The shipowners, however, had been very delinquent in the 
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payment of these taxes. After the matter had dragged for about 3 
years, | informed the Greek Government that we would have to 
suspend some of our aid to Greece unless they collected the delinquent 
taxes from the shipowners. ‘They were very reluctant to take this 
decisive action, and we had to exert a great deal of pressure upon them. 

Eventually, we did persuade the Greek Government to direct its 
consuls throughout the world to refuse shipping documents to all of 
the shipowners who were in arrears in their taxes. In a period of 
about 10 davs the Government collected about $10,000,000 worth 
delinquent taxes. 

I think there is less than $1,000,000 that is now delinquent. 

Mr. Jupp. Are all those ships registered under the Greek flag? 

Mr. Porter. Yes, sir. 

Mr. Jupp. Where did they get all the ships that I am told are owned 
by Greeks under the Panamanian flag? 

Mr. Porter. Those are ships they had already owned and trans- 
ferred to Panamanian or other registry. But all of the ships which 
were sold to them by the United States Maritime Commission as a 
condition of sale had a requirement that they be registered under the 
Greek flag. 

Mr. Jupp. And the Greek Government cannot get at the profits 
they are making on the ships under the Panamanian flag? 

Mr. Porter. It is very difficult for them to do that because these 
Greek ships do not touch Greek ports. As a matter of fact, many of 
the Greek owners do not live in Greece, but live in New York or 
London. 

Chairman Ricuarps. All right, sir. Let us take the next one, 
please. It is Italy, I believe. 

Mr. Porter. Iceland I might comment on very briefly. The total 
aid to Iceland last year was $12,400,000, of which $8,400,000 was 
given in dollar aid, and $4,000,000 through the European Payments 
Union. 

(Discussion off the record.) 

Iceland represents one of these difficult cases that makes it im- 
possible for-us to predict just when they will be independent of Amer- 
ican aid. As vou know, almost the sole industry is fishing, and they 
have not been able to reestablish the fish markets that they had before 
the war, or to maintain the fish catch before the war. It is possible 
that the schools of fish are shifting their locale to such an extent that 
it may be a very serious injury to the Icelandic economy. 

Iceland is certainly one of the countries that would be in need of 
aid beyond June 30, 1952. 

Mr. Vorys. You mean because of this fish business? 

Mr. Porter. Yes. Primarily because of that, sir. 

Mr. Vorys. Is there anything else they can do except fish? I 
mean, would that mean a permanent need there? 

Mr. Porter. I would like to have leave to submit a further state- 
ment on the prospects for the Icelandic economy later, because I am 
not familiar with that, Mr. Vorys. 

Chairman Ricnuarps. They fished before the war, and they fished 
since, and they got along all right then. They had no military 
destruction there, and they had the advantage of dollars spent there. 
I cannot see this continuing with economic aid to Iceland in this 
picture. 
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Mr. Porter. As I said earlier, Mr. Chairman, I do not want to 
bluff with any answer. I do not feel I can give a correct one at the 
moment, but I will consult the man who handles Icelandic affairs 
for us and submit a statement for the record. 

(The following information was submitted for the record:) 

ECA aid to Iceland is helping Iceland diversify its econcmy and render its 
standard of living less dependent on fluctuating fish catches and highly changeable 
export markets for those fish. The principal part of the diversification program 
is the development of Icelandic agriculture, which is being furthered by land drain- 
age and reclamation, increased use of agricultural machinery, silo construction, 
and a nitrogenous fertilizer plant which ECA is financing. An increase in agri- 
culture production will enable Iceland to reduce its imports of agricultural com- 
modities and thus save foreign exchange. ECA has encouraged the more effec- 
tive use and marketing of Iceland’s fish catches; for example, the marketing of 
frozen fillets, which has increased its exports. ECA is endeavoring to accelerate 
the development of other Icelandic resources which may furnish additional export 
earnings. However, a diversification program will take considerable time to 
achieve any results, and in the meantime Iceland is dependent on ECA assistance 
to supply necessary imports without which its economy would have difficulty in 


operating. 

(Discussion off the record.) 

Mr. Vorys. The Norwegians, when the whales quit staying around 
Norway, chased the whales clear down to the Antarctic Ocean. If a 
country had to go on relief every time fishing got poor near it, and it 
is our obligation to take care of them, then we have got a dandy. 

Chairman Ricwarps. But when fishing is poor, it is poor. 1 know. 
I am a fisherman myself. 

Mr. Vorys. We have a little island up in Canada, my family and T, 
and the same thing happened to us that happened to Iceland. The 
fish do not live there any more, and I think we ought to get some 
relief. 

Mr. Jupp. Maybe we should push more for that bill on the love life 
of the tuna fish in order to keep them reproducing. 

Chairman Ricwarps. Yes; we might do something about that. 

Mr. Porter. I am happy to report, sir, that Ireland does not need 
any American aid. They received $15 million last year, and are now 
no longer in need of aid. 

Mr. Vorys. Would you care, or do the military wish to comment 
on the suggestions for amendments in this legislation that were 
proposed with respect to Ireland at our hearing last night? 

Mr. Porrer. I know of the testimony last night, but since we are 
not giving any aid we are not in a position to exert any pressure for 
a united Ireland. 

Mr. Jupp. A good answer. , 

You give aid to England, and it is in her hands as to whether or not 
there is a united Ireland, is it not? 

Mr. Porter. Well, we are not giving any economic aid to England. 

Mr. Jupp. The Irish will get their own if you will just not give 
military aid to the British. 

Chairman Ricuarps. How about Italy, Mr. Porter? 

Mr. Porrer. Right, sir. 

The total aid to Italy last year was $237 milllion. That again is 
largely for the reasons that I have already stated, of the increased 
Italian military effort. 

Mr. Vorys. When did you say Italy would have come out even if 
it had not been for this military effort? 
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Mr. Porter. By the end of this year we believe that with a very 
low standard of living the Italians could become independent of 
American aid. 

(Discussion off the record.) 

I think Italy illustrates perhaps more clearly than that of any 
other country how difficult it is to draw a sharp line between economic 
assistance and military assistance, or economic assistance to obtain 
additional military effort. 

As I said yesterday, Mr. Vorys, one of the reasons for that is that 
some of the unemployed Italians go to work and start earning a 
larger income. They are then obviously going to spend more of 
that income on food and clothing. Therefore, they will have to 
have increased imports of food and cotton in order to provide a 
somewhat higher level of consumption. 

We have calculated that the level of consumption in Italy next 
year will be 3.9 percent higher than it is this year. You must bear 
in mind that the average national income in Italy is one of the lowest 
in Europe. It is $286 per year. After their military expenditures 
it is $266 per year. 

Mr. Jupp. I saw in the paper last night where it is less than $200 
in Mexico. 

Mr. Vorys. Here is a statistic that I had a member of our staff 
figure out for me; that is, out of our population the number of people 
spending their time on defense is 11 million; the Armed Forces, 
3,500,000; defense production, 6,200,000; civilians in defense, 
1,300,000. That is 0.71 or 7 percent of our population. 

(Discussion off the record.) 

Mr. Vorys. If you do not have it there do not stop to figure it out, 
but could you run off « comparable figure on not only those that are 
in the armed services, but those that are in the nonproductive or 
economically nonproductive work of making defense materials? 

Mr. Porter. If we are able to do so we most certainly shall, and 
I shall submit that for the record. 

Mr. Porter. I can give you the approximate proportion of men 
in active military service in 1951. I have that right before me. In 
the United States it is 21.2 per thousand. In Western Europe as a 
whole it is 12.6 per thousand, but excluding Italy it is 14.4 per 
thousand. With respect to Italy you know the size of the Italian 
Army is limited by treaty now to 300,000 men. 

Mr. Vorys. Yes. 

Mr. Porter. So, excluding Italy, their ratio is about two-thirds of 
ours of men actively in military service. 

Mr. Vorys. Not right now, but if you have not done it see if you 
can get somebody to run a figure off of how many per thousand in 
Europe are in defense production. 

Mr. Porter. I believe, Mr. Vorys, we can give you that exactly 
for some of the countries, and rough estimates for the others. 

(The information requested is as follows:) 

In addition to the 2,200,000 members of the Armed Forces in the nine European 
NAT countries, it is estimated that some 3,400,000 workers will be engaged in 
defense work in 1951. This estimate represents workers engaged in the produc- 
tion of military end items, civilians in jobs in the military establishment, and 
those workers indirectly contributing to military production in such industries as 
mining and transportation. 
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This figure is necessarily derived from over-all figures relating to planned de- 
fense expenditures, gross national product and the civilian and military labor 
forces and represents a rough average for the year. The fact that defense ex- 
penditures in 1951 in the nine countries are expected to double those for 1950 is 
indicative of a rising trend which may well be reflected in a considerably larger 
number of defense jobs by the end of the year. 

Chairman Ricuarps. Have you finished with Italy, Mr. Porter? 

(Discussion off the record.) 

Mr. Javits. Can I ask a question, Mr. Chairman? 

Chairman Ricuarps. Mr. Javits. 

Mr. Javirs. When I was in Italy I heard a good deal about what 
is called overemployment in various plants, that is, they have many 
more people on the payroll than they need. It is just another way 
to deal with the unemployment figure. 

Mr. Porter. That is undoubtedly correct. 

Mr. Javirs. Is there any estimate of that so that we have a realistic 
picture of what their situation is? In other words, you can have work 
relief in private plants as easily as you can on the public payroll. 

Mr. Porter. If I may just make a rough estimate I would think 
that probably would involve three-quarters of a million to one million 
men. It is one of the factors that will make it most difficult to get 
a successful productivity program under way in Italy, because there 
is very little incentive for a® manufacturer who is carrying surplus 
men on his payroll to try to improve his productivity if he is not able 
to reduce bis employment. However, that is not deterring us from 
trying to undertake a productivity program in Italy. 

Mrs. Botton. Are there absolutely idle plants that could be used 
in Italy? 

Mr. Porter. I do not know if there are any absolutely idle but 
there are many working only to partial capacity. 

Mrs. Botton. If we increased the need they could increase their 
productivity? 

Mr. Porter. To a very substantial extent. 

Mrs. Boiron. And that is what we are trying to do? 

Mr. Porter. Right. Shall I turn now, Mr. Chairman, to the 
Netherlands? 

Chairman Ricnarps. Yes. 

Mr. Porter. Our total aid to the Netherlands last year was $132 
million, of which $30 million was provided through the European 
Payments Union and $102 million as direct dollar aid. 

(Discussion off the record.) 

Mr. Porter. Do you wish a discussion of their balance of payments, 
Mr. Chairman, or shan’t I ask for that unless there are questions? 

Chairman Ricuarps. That is all right. 

Mr. Porter. We have estimated a decrease in the level of con- 
sumption in the Netherlands to about 98.3 percent of the current level. 

Mr. Vorys. How many people are there in the Netherlands? 

Mr. Porter. 10,280,000. 

Mrs. Boiron. Consumption of what? 

Mr. Porter. Over-all consumption—goods, food, clothing, shelter, 
and so forth. 

Mrs. Botton. Is that because they are not doing more, or is it 
because they are going to do without? 

Mr. Porter. I think it will be because they will be tightening their 
belts to make a greater military effort. As I have stated yesterday, 
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this is our forecast or our target of what we want them todo. It does 
not yet represent a commitment of what they are willing to do. 

(Discussion off the record.) 

Mrs. Bouron. Are the Dutch in the same boat? Do they also 
want more than we want to give them? 

Mr. Porter. Oh, yes. They have asked for substantially more 
than we are proposing to your committee. 

Mr. Javirs. Mr. Porter, is the only way we found to stimulate 
these people by negotiation? We have yet developed no technique 
for getting them to do these things other than by the arts of negotia- 
tion. Is that right? 

Mr. Porrer. Well, there are other techniques, but we feel that 
negotiations are necessary to raise their effort from the level which 
they have projected for themselves to that which we think they are 
capable of making. 

That is where the negotiation comes in. Fortunately we do not 
have to negotiate the whole load, but about the last 15 percent. 

Mr. Javirs. Do you have enough discretion under this legislation 
which you are proposing to us so that that negotiation has some teeth 
in it? In other words, do they always feel that you have the power 
under the law to grant or withhold aid, so that, even though you do 
not make it naked power, at least you have it? Is that clear to the 
people you are negotiating with? 

Mr. Porrer. I think it is, sir. The power that we will have insofar 
as the recipients of aid are concerned will be the amount of aid that we 
will give to them. 

Mr. Javirs. That you allocate? 

Mr. Porrer. Yes. That is right. 

Mr. Javirs. Mr. Herter has been advocating that a heavy part in 
allocation of end-item aid be given to the Supreme Commander, 
General Eisenhower. What do you people think about that? Mr. 
Herter’s feeling is that he ought to have a participation in allocation. 

Mr. Porter. Certainly I do not think we should make any allo- 
cation of military end items that are inconsistent with General 
Eisenhower's judgment, and I think our allotments of economic aid 
should be consistent with his judgment of the military requirements. 

Mr. Javits. And you will do that and are proposing to do that? 

Mr. Porrer. If we are responsible for the administration of the 
program, I can assure you that will be the intent of Mr. Foster, Mr. 
Bissell, and myself. 

Mr. Javirs. Thank you, Mr. Chairman. 

Mr. Porter. I said ‘‘If we are responsible for the administration o 
the economic-aid program.” 

Chairman Ricuarps. Mr. Porrer, how many more countries have 
you got there? 

Mr. Porrer. Norway and Turkey, as recipients of aid, and then 
I would like to say a few words about the United Kingdom. 

Chairman Ricyarps. You have just Norway, Turkey, and the 
United Kingdom? 

Mr. Porter. Yes. 

Chairman Ricuarps. I would like to finish that, but we have to 
adjourn here in a minute. We have another meeting at 7:30. If you 
can make that brief on each one of them, please, we would appreciate 
that. 
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Mr. Porrer. Right, sir. Last year the Norwegians received 
$106,000,000, of which $46,000,000 was direct aid and $60,000,000 
was received through the European Payments Union. 

(Discussion off the record.) 

Mr. Porrer. We have assumed a very slight increase in the amount 
of consumption in Norway of three-tenths of 1 percent. 

I think it is true that the Norwegians more than any other people 
in Europe have held their belt very tight. 

(Discussion off the record.) 

Mr. Porter. We think the Norwegians can make a greater military 
effort than they have, but I would like to say that, if all of the other 
countries did as well as the Norwegians, our job would be a lot easier. 

Mr. Jupp. Is it not true that they have not made any efforts to 
wangle stuff out of us that there was no legitimate need for? They 
have come before us with what were their bottom needs? 

Mr. Porter. That is right. I would say that I think probably 
they have tightened their belt too much to maintain a very heavy 
capital-investment program. 

Mr. Jupp. They told us over there they had just put on themselves 
a 10-percent sales tax on food, clothing, and shelter, and everything 
else, and even medicines. When a country will do that, it means 
business. 

Mr. Porter. Right. I think we can be well satisfied on the whole 
with the efforts the Norwegians have made. 

(Discussion off the record.) 

Mr. Porter. I am commenting briefly on Turkey. Their military 
budget last year, or the current fiscal year, is $192,000,000. A very 
poor and a very underdeveloped country like Turkey cannot make a 
substantial increase as the others have. Also, we should bear in 
mind the Turks have already been making a much greater military 
effort than have the other countries of Europe. 

Mrs. Bo.tron. And they have been doing it for vears. 

Mr. Porter. That is right. So, I think the increase we have 
forecast for the Turks is about all that can be expected of them. 

(Discussion off the record.) 

Chairman Ricuarps. Let us go on to the United Kingdom. 

Mr. Porter. Last year we gave to the United Kingdom net aid 
of $148,000,000. We have given them a total of $298,000,000, but the 
British in turn made a contribution of $150,000,000 to other European 
countries through the European Payments Union. 

(Discussion off the record.) 

Mr. Jupp. Well, they advised me publicly over the radio last night 
that they were sending Mr. Atlee over here to reopen the question of 
getting aid from us because their financial position had deteriorated so 
drastically in the last few weeks. 

Mr. Porter. I was so busy preparing for the committee, Mr. Judd, 
that I did not have a chance to read that. 

Mr. Jupp. I got that over the radio last night. 

Mr. Barrie. We should have a radio in here. 

Chairman Ricuarps. Last vear, when you submitted your appro- 
priation request, it was estimated the United Kingdom would have a 
dollar deficit of $600,000,000. 

Mr. Porter. Right. 

Chairman Ricuarps. Actually the result was a dollar surplus of 
$1,098 ,000,000. 
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Mr. Porter. That is right. 

Chairman Ricnarps. How did this happen? 

Mr. Porrer. That was largely accounted for, sir, by the increase 
in the price of raw materials which the sterling area were able to sell, 
after the general price rise following the outbreak of the war in Korea. 
Some of the commodities that the sterling area have for sale to the 
dollar area, like wool, tin, and rubber, as you know, increased in price 
very substantially. It was largely because of that unanticipated rise 
in prices, and thus the rise in sterling-area earnings, that we were 
able to terminate aid on the Ist of January rather than later in the 
vear, or rather than their requiring aid throughout the year, as we 
had anticipated 12 months ago. 

Chairman Ricnarps. And also because they continued their 
austerity program. 

Mr. Porter. Right. 

Chairman Ricwarps. They have really done that. 

Mr. Vorys. What is the change that has taken place here? 

(Discussion off the record.) 

Mrs. Bovron. It was a little disappointing because yesterday the 
Trish said of course they would come in for the major share; that is, 
the British. We kind of hoped we could just tell the Irish they were 
wrong, but now it looks as though they will be right after all. 

Chairman Ricnarps. They claim, too, that the rearmament pro- 
gram is responsible for that. 

Mr. Porter. The rearmament program is putting a very heavy 
burden onthem. Their military budget during the fiscal year 1950-51 
was $2,485,000,000, and we have forecast for them next year a military 
budget of $3,995,000,000. 

Chairman Ricuarps. Thank you very much, Mr. Porter. 

The committee stands adjourned until 7:30 tonight. 

(Whereupon, at 5:35 p. m., the committee adjourned until 7:30 
p. m. of the same day.) 

NIGHT SESSION 


The committee met in the House Foreign Affairs Committee Room, 
the Capitol, at 7:30 p. m., Hon. James P. Richards (chairman) 
presiding. 

Chairman Ricuarps. The hearing will come to order, please. We 
are continuing the hearings on the so-called Mutual Security Program. 

It was necessary to rearrange our schedule, and General Scott will 
begin in the morning. Our first witness tonight is Mr. Adolf A. 
Berle, Jr., former Assistant Secretary of State. 

Mr. Berle, will you proceed in your own way? 


STATEMENT OF A. A. BERLE, JR., FORMER ASSISTANT SECRETARY 
OF STATE 


Mr. Berusr. Mr. Chairman, I have drafted a statement here which 
I should like to put in the record. There are copies available for 
those who wish to read it. Because I know the committee is under 
press of time, I won’t take your time to detail the substance of it; it 
is there in print. 

Chairman Ricnarps. Your statement will, without objection, be 
included in the record in its entirety. 

(The statement is as follows:) 
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STATEMENT OF ApoLF A. Ber se, Jr., ForRMER AssisTANT SECRETARY OF STATE 


This statement is directed to the drafting of a mutual security act of 1951 
(program for 1952). I am convinced that the House committee should recom- 
mend that the Congress pass a mutual security act along the lines of the adminis- 
tration draft. In my judgment, certain changes could usefully be made in that 


draft. 
I 


The danger of the United States, and to the free world, is, I think, far greater 
than is realized. It is, in fact, greater than the statement appearing in the 
memorandum submitted by the executive branch. While predictions are always 
dangerous, let me risk one here. 

Late in 1952 or early in 1953, the Soviet Union will be approaching her maxi- 
mum military strength and her external political warfare operations will be at 
peak. She is likely then to take moves even at the risk of precipitating world 
war III. She is not prepared to take that risk at present. But she is clearly 
putting herself in a position to take that risk. 

The area of greatest danger, in my judgment, is the basin of the Indian Ocean— 
the huge area running from Persia and Arabia on one side, to Burma, Thailand, 
and Malaya on the other. She is far more advanced in that area than we realize. 
While American attention has been fixed on Korea, the Kremlin empire builders 
have substantially absorbed Tibet and have created, or assisted in creating, 
substantial anarchy in Burma (you can no longer go from “Rangoon to Man- 
dalay’’ even by water). At the same time, they are steadily creating a situation 
which may lead to their seizure of Iran and their entry into the Persian Gulf. 
If you look at the map, you will see that a combination of these moves almost 
completely encircles India. They would hamper, if not prevent, any use of 
naval power in the Indian Ocean. They will probably be a prelude to a direct 
move southward toward Aden on the northeast coast of Africa. 

This move would shift the entire balance of world power. World wars are 
commonly won or lost in just that area: The holder of the Middle East holds 
the key to world empire. 

This is more important even than Western Europe. Western Europe has 
several times been lost to would-be world conquerors who have nevertheless 
been defeated by the powers holding the Mediterranean and the Near East. 
The holder of the Near East is rarely dislodged except after several centuries. 

The free world is less well prepared in this great basin than anywhere else along 
the whole iron-curtain line. Even the map supplied by the State Department 
to this committee and printed with the memorandum is, if anything, unduly 
optimistic. 

The United States Government has had only one of two choices: Draw in, 
arm the hemisphere and await the worst—that is, surrender two-thirds of the 
world to the Kremlin, and defend here in terrible danger; or try to meet the 
situation on the ground. It has finally chosen the latter. Rightly, in my judg- 
ment. The proposed Mutual Security Act is the principal instrument of that 
policy. Few well-informed Americans, I think, would willingly accept reversal 
of the choice. 

Our one chance of avoiding world war III lies in this program. 
up military preparedness to a high point. This is being done. Second, push 
a program of political warfare with a vigor equal tothe Kremlin’s. We are slowly 
coming to that. Third, set up an economic program so strong, so direct, so 
immediately geared to the actual personal problems of great and very humble 
populations that they resist organization into Communist governments and 
mercenary armies by agents of the Kremlin empire. Meanwhile, we can assist 
populations within the iron curtain who know, now, that the Communist promises 
are not fulfilled, and the enslavement of a population is a substantial result. 


II 


The time element is bitterly pressing. 

Let us being with Iran. Again I risk prediction. 

The current dispute is over oil, but the real issue is what government will 
emerge in Iran. e did not enter that situation strongly when the Shah a year 
ago proposed a strong government under Razmara, and his later attempt ended 
with Razmara’s assassination, and the present government took over. Negotia- 


First, build 


tions to settle the oil controversy are presently proceeding with the government of 
Mossadegh. There is, however, no solid assurance that the Mossadegh govern- 
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ment will maintain itself long. Some observers here give it only a month to live: 
This seems unduly pessimistic. Unless, however, the tide is reversed, the present 
Persian Government will be replaced by still more extreme governments, coupled 
with growing anarchy in the country, possibly coupled with armed action against 
the British, and eventually open or concealed Soviet intervention. It is needless 
to state here how great would be the ensuing catastrophe. For one thing, it might 
well mean that every American automobile owner would have his gasoline rationed. 
For another, General Eisenhower’s mission to recreate European defense would be 
terribly crippled. Third, the political and military balance of the Middle East 
would begin to run heavily against the free nations. 

If this is to be checked, work on a huge seale has to begin immediately—‘‘haste, 
haste, posthaste,’’ as Cromwell used to say. 

On the opposite side, in Burma, the situation is even more critical. Practically, 
the country is slowly disintegrating under the persistent attacks of various factions, 
with Russian or Communist Chinese inspired guerrilla bands. We have a mission 
and an excellent public relations program in Rangoon: but where, a vear ago, it 
was safe for our people to go about the country, now they find increasing difficulty 
in going outside the capitol. 

These two countries are perhaps now the front line. They are where Syria, 
Iraq, Arabia, Egypt, and Ethiopia will be by 1953, if we do not work immediately 
and hard and fast. We have seen the effect of delay in China where we could not 
work up an effective policy while we still had access to that country. It would be 
gambling with the safety of the free world and the United States to make any 
more mistakes. 

Equally, we have seen a measurable effect of what could be done through the 
Economie Cooperation Administration in Western Europe. There we had time, 
we had access, and we had economic resources, and we used all three to good effect. 

Now we have, particularly in the great Near Eastern area, access and economic 
resources, and a little—all too littlke—time. This is a case where days count, and 
where every day lost may cost a bitter price a vear or two from now. 

In other areas of the world we have access, and more time, but pressing 
necessity. 

Most important of these areas is, of course, Latin America. For some curious 
reason, most Americans take for granted that a continent and a half, inhabited by 
160,000,000 people, will be there and on call whenever we need them, though they 
do not belong to any American empire and are able to make their own decisions. 
But they expect action and economic aid. I quote from a letter dated July 10 
from my daughter presently in the extreme interior of Brazil: 

“Francis ‘Truslow, point 4 envoy to Brazil, died on the boat coming here. 
This creates an extremely difficult situation up here. Brazil has wanted to draft 
national legislation for what the Association for Credit and Rural Assistance is 
doing in the State of Minas Geraes. The United States has already delayed its 
envoy several times and now, as he was finally coming, he died. Brazil apparently 
has been counting on point 4 help and is prepared to negotiate a loan with us 
which Americans here feel extremely favorable. Brazil needs American techni- 
cians. * * * Some fine day, Brazil is going to wonder why it should bother 
with us. * * * If vou have any information or any good guess, do let me 
know. Everyone here is extremely conscious of the fact that Brazil is an unlit 
powder keg. The United States doesn’t help much.”’ 

This last is not quite accurate: The United States has helped a good deal but it 
is minimal compared to the problems of a country of 50,000,000 people. The 
same thing could be said of a number of other countries in South America. 

The other huge and pressing areas are, of course, the tremendous and rapidly 
developing areas in West Africa—the huge hinterland behind Dakar——and the 
East Indies. In both cases, we have access and some time. Matters are not 
quite as pressing as in the Near Kast, though the East Indian situation is no joke, 
and, for that matter, the Philippines are in considerable danger. If we have a 
safe vear in the Middle East, we mav have 2 or 3 vears in the East Indies and the 
Philippines and 5 or 6 years in west Africa and Latin America. In any ease, there 
is no time to lose. 

Because of the hair-trigger situation in the Middle East especially, not only does 
a mutual security act have to be passed, but it has to be passed in such form that 
rapid and decisive aetion can be taken immediately in the critical areas. 


III 


This brings us to the organization of mutual security. The point is highly 
controversial, and it has to be resolved partly on the question of expediency. 
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The form of organization should be chosen which can be most rapidly activated 
and can most rapidly get into action. If the perfect, logical form of organiza- 
tion is not politically possible, the best possible alternative should be chosen. 
There is no way out of this; action seems to me essential. 

In strict logic, security aid should be split. Military aid should be separately 
organized and administered. Strict relief operations—like that in Khorea—should 
likewise be separately administered as is proposed. Economie assistance and 
point 4 aid should be a third division. Never should the military men he in a 
position to take resources needed for roads and put them into tanks, or vice 
versa. The two operations are parallel but they are quite different. 

Also in strict logic, economic aid should be administered by an organization 
dependent on, but subordinate to, the Department of State. Traditionally the 
Department of State is not particularly good at administering huge enterprises. 
Equally, the administrator of an economic program in a country cannot have a 
policy separate and distinct from that of the State Department; he cannot be 
in competition with the ambassador. 

On the other hand, the State Department has been having its troubles, as we 
know. If we have to choose between no substantial mutual aid, and aid run by 
an independent agency, clearly we must choose the independent ageney and rely 
on the President and the respective officers to hammer their staffs into coopera- 
tion. 

Mr. Nelson A. Rockefeller, the head of a very distinguished committee, studied 
the situation, at the request of the President. His report (the report of the 
International Development Advisory Board, dated March 7, 1951) assumed a 
single, central, over-all agency, not destroying, but taking over the present 
Economic Cooperation Administration (ECA), the present Technical Cooperation 
Administration (TCA, now in the State Department), the Institute of Inter- 
American Affairs (now under State), and the Export-Import Licensing (now 
lodged in the Department of Commerce). This was a drastic shake-up, and many 
of the agencies in Washington disliked the idea. The administration proposal, 
which appears in the draft of a Mutual Security Act presented to the committee 
maintains the various existing agencies, putting them, presumably, under the 
Department of State, though there is considerable flexibility. 

Given all the factors, including the political situation here, I am inclined to 
believe that an independent agency picking up, taking over, and maintaining the 
existing organizations of ECA, TCA, with as little disturbance on the ground as 
possible, probably is the best solution presently available. 

A little emphasis ought to be on giving the field missions guidance, stimulus, 
directive, authority and responsibility to move, to move fast, and to move in 
large magnitude, especially in the critical areas. For instance, we do not have 
time to take and train numbers of Persians in agricultural methods so as to change 
the productivity of that country over a period of 20 years or so. You need teams 
which can take a hundred men from a hundred villages and train them for 6 
weeks or 2 months, sending them out immediately, each to train a hundred men, 
and limiting their work to the simplest sort of thing; use of hoes instead of forked 
sticks, drilling of quite ordinary wells, and the like. For the real task is to make 
it clear to many millions of people in vitally critical areas that American programs 
mean something immediate to them, and that their hopes and fortunes lie in 
staying with the free world. They will understand that only by something 
immediate and direct, available to them, and that actually happens and that 
happens fast. This sort of work is not a matter for high negotiation in over- 
stuffed palaces. It is a job of devoted men, working against time, and talking 
to the simplest and humblest of people in language they can understand, accom- 
panied by deeds which they can see and appreciate. 

Finally, I should like to express the hope that the portions of the bill which 
deal with point 4 be isolated so that the point 4 program emerges as a reality. 
I think that in the administration draft, the points are all covered with a couple 
of exceptions I will later mention. It will be highly advisable to sort them out 
and collect them. There is no real distinction between much of ECA and point 
4 work—especially in the Near East and in southeastern Asia. TCA is, of course, 
primarily point 4. The limited discretion asked by the President would enable 
him to strengthen point 4 where it could be done. Point 4 work can, in certain 
respects, be followed up by loan capital through the Export-Import Bank or the 
International Bank for Reconstruction. 

As a matter of detail, I note that for the American republics $22 million is 
suggested for assistance. This strikes me as low. I believe it should be increased 
to at least $50 million, with appropriate authority to transfer. This is not 
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asking a great deal. We cannot have literally millions of people living adjacent 
to the United States on the peon level without substantial hope of changing their 
position, and expect a stable situation between the Rio Grande and Cape Horn. 

It ought to be made perfectly clear that the object of this act is not to build 
up more huge agencies in Washington. The product, the end result, must be a 
peasant or an artisan in Burma, or in Iran, or in West Africa, or in Chile or Brazil, 
who sees that he is taking the first step, however short, toward getting benefits 
of the amazing industrial civilization and comforts of the twentieth century. 
One hundred first-class, able and devoted, though wholly obscure, operators in 
the field are worth a thousand administrators and subadministrators, clerks and 
so on, in Washington. This is not to deery the able and devoted work done by 
many and many of these Washington men who do the work which furnishes the 
reputation and headlines for other people. It is to say that the man in the 
field who is doing a job is what this is all about. 


CONCLUSION 

I hope this mutual-aid bill will pass. I hope it will pass rapidly, accompanied 
by legislative and executive realization that we are approaching the greatest 
crisis in American national security we have yet encountered in our history. 

Mr. Berue. The first most important point I have to make is that 
I hope everyone can get the sense of urgency about this bill that some 
of the rest of us do. Although I have been in private life now for 
about 5 years, I have followed these situations with a great deal of 
care both from old friendship and because, as you know, I have spent 
perhaps half my life in foreign affairs, back to the days of the Wilson 
administration. 

My estimate is that the situation is deteriorating a good deal more 
rapidly than many of us like to realize. This is not clairvoyance. 
I won't give you all the calculations. 

The timing appears to be that we cannot count on more than 2 years 
to work in a peaceful way and that probably from or after the year 
1953, we will be faced with situations which we must more likely meet 
by force than in any other way. 

Obviously, the most economical thing we can do is to use nonforce- 
ful means wherever we can. I should like to try my hand at assigning 
priorities. My belief is that the strain in this deteriorating world 
situation is gong to be greatest in the Middle East—an area not quite 
defined in the supplementary pamphlet which the executive branch 
has given you. It is there, but it is split up. 

Having observed the Kremlin’s stratgey since 1919, I have noticed 
that they are inveterate two-fronters; always when they make one 
move, there is a second, parallel move going on at the same time. 
This appears to be true now. The move in Korea has been stopped 
by armed force but two complementary moves are appearing now, 
one of them in Iran and the other on the other side of India, Tibet, 
Nepal, Burma. These are proceeding with very great rapidity. I 
have had the privilege of talking to people who have come back 
within the past few weeks, both from Burma and from Iran, and they 
confirm that impression. 

Specifically, there is evidence that a main-line move is now going 
on to flank India on both the east and the west. 

While we have been looking at the drama of the events in Korea, 
the Soviet system has absorbed most of Tibet—I think probably 
all of it although I notice the State Department registers only half. 
They have certainly got a fair handhold in the companion kingdom 
of Nepal, which is close by. The situation in Burma is rather rapidly 
disintegrating, so much so that the wives of the American staff in 
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Rangoon are probably not going back from their leaves this fall. 
Even the water communication between Rangoon and Mandalay is 
cut. That is one side. 

The other side, of course, is Iran which has been so much in the 
newspapers I need not say anything about it. 

I imagine that probably all of you know—I think all the committee 
is probably better informed on it than I am—that the combination of 
those two moves would go a long way toward denying the entire use 
of the Indian Ocean to naval power. The fleets which sail the Indian 
Ocean commonly bunker with oil that comes out of the Persian Gulf. 
If the Soviet system succeeds in taking over Iran, and is able to cut 
the head of the Persian Gulf, the nearest place that a fleet could 
successfully bunker with oil would be either in the Dutch East Indies— 
the former Dutch East Indies, themselves in somewhat shaky condition 
or alternatively al! the way back in Venezuela. The mere distance 
cuts down in large measure the utility of any fleet. 

By consequence, the double move here is not merely absorbing some 
more loose territory. It is a main line movement which, if successful, 
would go very far toward completely encircling India and giving a 
strangle hold on the huge central bridge which unites the five conti- 
nents. 

It is a matter of history that you may lose all of Western Europe, 
but if you keep the line open to the Mediterranean and the Middle 
East, you eventually dislodge the invader from Western Europe. But 
the power that has successfully planted itself on that near eastern 
bridge can stay there a long, long time. 

The experts who follow Lran most closely consider that the Russian 
move which follows the set pattern will probably be complete inside 
of a year. I myself, with the valor of ignorance, think that is a 
little pessimistic. 1 would give ourselves a little more time that that. 
But you cannot be sure. The Mossadegh government may even 
dicker out a solution on oil, but oil is really a secondary issue. The 
real fact appears to be that the oil issue has been used as a wedge to 
subvert any organized government in Iran. The only strong re- 
maining power is the so-called Tudeh Party. The Tudeh Party is 
actually =dministered by a very large staff at the Russian Embassy 
in Tehran and it is clear that the Communists are following the old 
Kerensky pattern, with their heavy drive coming later. Anything 
that is to be done must be done quickly while we still have access 
and while we have a little time. 

Somewhat the same thing is true of Burma. There the Soviet 
take-over of power is less obvious. The Chinese Communists, of 
course, are on their flank. At the moment a situation of anarchy 
is emerging. Again, while we have access, we must work as fast 
as we can. 

Now this is a case for both money and guns. I have no illusion 
that merely doing international good is going to stop a main line, 
armed Soviet drive. I would be thankful if it could. Maybe this 
could have happened if we had started 5 or 10 years ago. But we 
have not now the 5 or 10 years. 

Now it seems to me that the form of organization of mutual security 
aid adopted, if the substance of this bill passes and I hope it will— 
has to be selected with a view to the quickest possible operation in the 
Middle East and in southeast Asia. We have more time in Africa 
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where, by the way, the report supplied by two executive branches 
seems to me unduly optimistic. I do not think that this report 
adequately reflects the degree of communist organization which has 
gone on on the northeast shoulder of Africa, that is to say in Ethiopia, 
and the Sudan, and so on, or in Egypt. I think the situation there is 
more serious than appears. But the African crisis, though certain, 
will not be precipitated, obviously, until some of these other moves 
are more or less complete. 

The figures in this bill are obviously approximate. They are 
estimates. I should suggest that some flexibility—there is some in 
the proposed act—be left so that funds can be assigned to areas where 
it is possible to move fast. Some of the programs now will have to be 
different. You could werk out a long-range program of economic 
improvement along with gradual organization of militia, let us say, 
in Africa. Butin Iran you are much more likely to have to doashotgun 
job in which you try to set up overnight the most elementary kind 
of economic assistance, village by village, in a program designed to 
reach the bulk of the country in a year’s time. 

For instance, to take the suggestion of Max Thornburg, who is one 
of the experts who has worked on it, a program may be needed by 
which you draw in 100 representatives of villages for very rapid train- 
ing in the most elementary of agricultural techniques, and then send 
them each to train 100 others, with American advisers to help. This 
probably is still possible; and thereby actually to touch 10,000 out 
of 50,000 villages in Iran, inside of a year’s time. Short of that, vou 
will find that someone else is there first and whatever you do has got 
to be done by quite different methods. 

On the Latin-American side, I think the figure is rather small. 
You have a program running to billions, and $25 million is assigned 
to Latin America. My feeling is that more flexibility ought to be 
allowed. It is one of the strange things, perhaps not to this com- 
mittee, but to me, that the United States assumes that a continent 
and a half, south of the Rio Grande, with 160 million people will just 
be there whenever you want it, while between times you do not have 
to do much about it. This continent and a half is not part of the 
American empire. Actually, it is maintained in the American orbit 
by an endless number of private Americans who spend an infinite 
amount of time keeping personal and economic ties good with those 
countries. Now, it is perfectly clear that the lines have to be tightened. 
I should think that the $25 million figure is low for what has to be 
done. What an economic and point 4 program means in terms of the 
interior of a country like Brazil I tried to illustrate graphically by 
simply quoting a paragraph from a letter my daughter sent me from 
Minas Geraes, to give you what it looks Jike from the South American 
angle. The experience could be duplicated all over Latio America. 

One of the problems with which this committee is struggling is 
the problem of how this kind of economic aid program ought to be 
organized. I have been through it three times in a lifetime. The 
problem will never be easy or wholly solved. Ideally, of course, all 
foreign policy ought to be under State. But that Department which 
has absorbed a great part of my life and for which I have great affec- 
tion, as a department has never had a great tradition of first-rate 
rapid administration. It has been a policy-making group far more 
than an executive group. That is nothing against it. That has not 
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been its job. Mr. Cordell Hull used to decline to let us, his then 
assistants, load up the State Department with administrative fune- 
tions for that reason, and whenever we had some wished on us, he 
instructed us to negotiate with you gentlemen to put them into 
some place which he thought better equipped. 

There is the danger always in a split administration, that is to 
say, an economic administrator who thinks he is the ambassador and 
wants to fight with the ambassador, and so forth. I have dealt with 
that in Washington. I have also been Ambassador myself and I 
likewise represented economic missions, so I have seen all three sides. 
I have had the pleasure in many travels in the last few years of work- 
ing informally with the various American missions abroad, where the 
ECA men were living alongside the Embassy men. 

My conclusion is this: I agree with Mr. Nelson Rockefeller who has 
very considerable experience himself in that, that the military should 
be left where it is, that is, in the Department of Defense. The eco- 
nomic aid ought to be separated out and put under a separate adminis- 
tration generally coordinated through the State Department with 
policy. I think on the whole, given all the elements including the 
political element here, that probably is the most practical thing to do 
if something has to be done quickly, as | am sure it does. 

Care should be given, I believe, not to destroy the very excellent 
organization which Paul Hoffman built up in ECA, but in this case 
that will not be difficult. 

The ECA has done its best work in the developed countries of the 
world where the arrangements are government to government, or high 
level to high level. 

In what are called the undeveloped areas, it is less what goes on in 
the palace, but what is done by fairly well-trained and highly sym- 
pathetic men almost of the foreman type who talk to villagers at their 
own level that counts. That is the end product, rather than a trade 
agreement or a Joan agreement. It would seem to me that an eco- 
nomic aid administration could convenieatly be divided into the kind 
of thing that ECA has done well in the West European countries, with 
a separate administration to do the kind of thing which Mr. Rocke- 
feller’s organization did extremely well during World War II in Latin 
America. In some undeveloped areas, the ECA has already got some- 
thing started which could be apportioned to one or the other on an 
administrative basis. 

As to a mutual aid administration fighting abroad, let us say, with 
a State Department mission there, my observation has been that when 
you have got two capable men on the job, they always work together. 
We had the possibility of conflict between agencies when I was 
Ambassador to Brazil. We simply agreed with each other that there 
would be no feuds and no fights. That might go on in Washington; 
we could not afford the luxury in South America. There were none. 
The agreement was that I could call on the staffs of the Economic 
Mission if I needed them; the heads of those missions, could call on 
mine, and the thing was settled in 5 minutes. We never had any 
questions between us that could not be settled by a half-hour’s talk 
with ordinary give and take. 

I feel, therefore, that a separate Economic Administration is indi- 
cated. I think that we have to leave it to the senior administrative 
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officials of the United States to hammer into their staffs that a good 
working alliance is necessary. 

The reason for not trying to combine the economic with the military 
is not because they cannot get together, but because they are talking 
a different kind of arithmetic. The military man is thinking about 
one thing, the economic man about another. You cannot have the 
kind of situation in which the Army raids the money set aside for 
roads or agriculture, because they want more guins. Apportionment 
between military and economic aid has to be made primarily on a 
political basis,—that is to say, on the basis of what your estimate of 
the urgency is. But such estimates and arrangements based on them 
which might lead to conflict are normally settled at a very high level. 

The Army knows what it is doing, and why. It does not always 
understand and often has less direct interest and familiarity with 
economic problems. I should like to add, parenthetic ‘ally that I do 
not think this will be true a few years from now. Today, both the 
Army, the Navy, and the Air Corps have staff schools in which they 
are systematically instructing the younger officers in that kind of 
problem and that kind of administration. They haven’t got their 
men trained yet, and until they do, I think we might as well recognize 
that we have two quite different types of thought. 

Ladies and gentlemen, I have said enough. I would like to add 
merely one comment. This is not eny attempt to ¢reate a sense of 
urgency to put on political pressure: [am in private life. But if you 
lock at the world situation as it stood in 1946 or 1947, or 1948 or 1949, 
or the last year or now, you can see a steady deterioration going on 
implacably. You will see that it has been stopped in two places. 
One was in Greece which I want to say a word about, where the 
Truman doctrine accompanied by American show of force and a fleet 
in the Mediteranean finally gave check to aggression. The second 
was in Korea where we have fought a year’s war substantially to 
maintain the status quo as it was before. 

I opened by saying that the Russians like triangular moves. Those 
of you who have followed Russian policy must have res alized, of course, 
that the move in Greece was not designed primarily to seize Greece. 
It was designed to get Crete, cross the Mediterranean and enter 
Egypt, thereby sealing off the Middle East which was the stake of the 
game in 1947 as it is now. Then we took a bold course. Fortune 
favored us. The Yugoslav defection made further Russian aggres- 
sion impractical. What we are getting now in Iran and Burma is 
substantially the same thing we met in Greece 4 years ago. 

In September 1944, I wrote a memorandum to the State Depart- 
ment suggesting that I thought the policy of the Soviet Union at that 
time would be to try to seize Greece and cross the Mediterranean and 

also to try to seize Iran and cross the Persian Gulf in a pincer move- 
ment. The attempt was made in the following 2 years. You are 
aware of how the Greek move was defeated by our intervention, and 
the Persian move was blocked through United Nations action. Now, 
of course we see it coming again. 

I have no end of respect for the ability of our former colleagues and 
present enemies in the Soviet Foreign Office. They are good. They 
plan moves by which they risk relatively little, but stand to gain an 
enormous amount. The new operations are moves of just that kind. 
The Russians risk little or nothing for themselves in Burma, little or 
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nothing in Iran; but the success of those moves would give them 
another third of the world, and another half a billion of people and 
great added resources. Inevitably the time will come when in our 
own interest, or for our own safety, we shall have in that area to risk 
again the arbitrament of war as we did in Korea. 

The intelligence people apparently believe that the Soviet Union 
expects to put herself in position to risk war by the end of 1952 or 
early 1953. You perhaps have access to their information. I, of 
course, do not. But that the Soviet rulers are putting themselves into 
that position as rapidly as possible is obvious. For this reason I 
hope: 

First, that this bill including the military assistance angle passes 
with whatever administrative revisions are needed; 

Second, that there may be a separate administration for foreign aid 
which, however, shall make use of all of the organization now in being, 
that is particularly the ECA. And the new administration will have 
instructions to give priority “Haste, haste, post haste,’ as Oliver 
Cromwell used to say, to the areas most in danger. That means the 
Middle East. 

Third, that you somewhat increase both the flexibility and the 
money which may be allotted to Latin America, a part of the world 
which is peculiarly in partnership with us and on whose good will in 
the long run we have to depend to maintain the ultimate citadel in 
what seems to me one of the great world crises of all times. 

Mr. Chairman, thank you very much. 

Chairman Ricuarps. Thank you, Mr. Berle, for that very fine 
statement. 

I will go around the room, observing the 5-minute rule. Mr. 
Chiperfield. 

Mr. Cuiperrieip. No questions. 

Chairman Ricwarps. Mr. Gordon. 

Mr. Gorpon. No questions. 

Chairman Ricuarps. Mr. Mansfield. 

Mr. Mansrievp. | have no questions but I want to compliment 
Mr. Berle on a very fine statement. He has given us a great deal to 
think about in this committee. 

Chairman Ricwarps. There is no question about that. 

Mr. Vorys. 

Mr. Vorys. Mr. Berle, you have had a lot of experience in and out 
and around the Department of State. On the organizational aspects 
of it you seem to come up with a recommendation for a perpetuation 
of ECA, maybe under other initials. 

ECA was a temporary agency with a deadline put in and was given 
a lot of special legislative flexibility such as exemption from civil 
service, and also, because of its nature, had an appeal to a type of 
man who is not a career man in government. 

Now, don’t you think that whatever we set up now is not going to 
be a temporary thing but pretty nearly from now on as long as you 
and I are alive, so that we have got to contemplate whether we will 
cut off economic functions from the State Department and make them 
independent, or not. What do you think about that? 

Mr. Bertie. You are quite right about ECA, of course. I know 
not whether now is the time to dissolve it. I may be unduly impressed 
by the need for using the running gear that you can use quickest and 
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that probably warps my thinking. I do not think you are now under- 
taking to give form to a final organization of the economic relations of 
the United States. 

Eventually, I think, an economic agency operated under or in 
connection with the State Department has to be worked out. I am 
with you there. If I thought we had time to orgnize and do that job 
in the time at our disposal, I would say that is the logic of it and I 
have so stated here. I wish I thought that we had time to do that in 
the present emergency. I think I would vote for doing the thing that 
could be done quickest, and working rather rapidly toward the solu- 
tion you suggest as soon as we have got a few main line problems 
stabilized. 

Mr. Vorys. If I have time, Mr. Chairman, and I hope you are 
holding the watch on me because we have a long evening, I do not 
know how closely you have followed it, but whether for good or bad, 
we have got a second team in the game now for ECA, from Paul 
Hoffman right on down through. There are comparatively few of 
the fellows in the positions that they were in 3 years go when this 
thing was thrown together in a dreadful hurry to pour money into 
Europe to restore the balance of payments. We now have just 
another agency. I wonder from your experience in government 
which you would think best, merely to give ECA a new label or to 
change it around. Even though we are to have this independent 
agency with an entirely new function, not limited to Europe, not 
limited to recovery, but as it is labeled before us, mutual security, 
would it be smart to create a new agency so that there could be some 
method of sifting and sorting the personnel, or do you think that 
ECA, with its second team in the game now, should be preserved more 
or less at all costs, because the substitutes are so good. 

Mr. Berue. | do not think it should be preserved at all costs. I 
should yield to your greater knowledge of the administration. I have 
seen it in the field. You are quite right that it is now a second team, 
the first team largely having considered the big job was done and gone 
back to their own affairs. 

I have considered myself that the strict functions of ECA would 
be declining from here out. They have counterpart funds. They 
have certain localized problems. The questions of exchange on a 
large scale probably will entirely shift in character if you do purchases 
for munitions and the balance of whatever arrangements are made in 
supply of arms. 

I do not consider that there is anything sacred about maintaining 
ECA. The ECA has had missions in two or three—not two or three 
but various—of the undeveloped areas and some of them are said to 
be good. Salvaging the ones that are there and most effective it seems 
to me would be wise. I am by no means clear that a resifting would 
not be a good idea. I do not wish to be heard as a protagonist for 
maintaining ECA as its work draws to a close. We all know that 
agencies often like to go on when their day is done and what they 
ought to do is salute, take a bow, and knock off. 

Mr. Vorys. I attended the third anniversary meeting of the ECA 
staff at the Statler. It was a very quiet meeting until Mr. Harriman 
read the statement from the President that ECA was to be a con- 
tinuing organization and then the applause was thunderous. I did 
not join in the applause. 
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I have taken my time. 
Mr. Brerue. I have only this to add, Mr. Chairman: the controlling 
consideration, particularly in the danger areas, isspeed. If I thought 
that speed pk be got by holding on to some ECA, I would hold it. 
If I could not, then I would take the thing that could most quickly be 
done effectively. 

Chairman Ricuarps. Mr. Carnahan. 

Mr. CarnaHAan. Mr. Berle, in your statement you say that vou 
think in late 1952 or early 1953, the Soviet Union will be approaching 
her maximum military strength and her external political warfare 
operations will be at peak, and she is likely then to take moves even 
at the risk of precipitating World War III. Do you feel that Russia 
will then have a great advantage, a greater advantage over the free 
world than she has at the present time? 

Mr. Beruz. I cannot tell. It becomes a race between what the 
Soviets are doing and what we are doing. Obviously, our whole job is 
to see that she is not better off. 

On the other hand we know, or more accurately I know, very little 
about the actual state of her preparation. I get the gossip and certain 
information from my foreiga friends who claim to have information. 
I cannot say that I think it is very accurate. I do think that on the 
evidence that is available to anyone not in official life, it is clear that 
the Soviet Union is pushing her program for all it is worth. Based on 
an analysis of her 6-year plan and three or four subsidiary plans she 
proposes to be in the best possible situation. Their target date, as 
you know, is late 1952, which they claim to be fulfilling. 

Relatively I should think we ought to be able to beat them out-and- 
out, but whether the Russians will think so, I do not know. I think 
that then Russia will consider that she is as well prepared as she is 
likely to be. That opinion has to be hazy, since many of us are not 
in Mr. Stalin’s confidence and we can only guess, but that is my 
guess. It cannot be more than that, sir. 

Mr. Carnanwan. Do I understand you correctly to rather strongly 
feel that different forms of aid should perhaps be administered through 
different agencies? I think you mentioned the military as one, and 
that relief should be administered separately and Point 4 should be 
administered separately. 

Mr. Bertie. I think economic aid and Point 4 belong together. 
I think military aid probably belongs where it is. I at least should 
feel that we would lose time by trying to shift it. 

There are one or two specialized relief agencies. Korean relief, I 
think is probably a separate problem. I think, probably, too, there 
is merit in the State Department’s statement that Formosa is a peculiar 
problem. ‘Those possibly can be left as they are. Then there is, of 
course, the question of the displaced Arabs in the Near East which 
very likely might yield to specialized treatment. As to that, I have 
only an impression because I cannot say that I am well enough in- 
formed to know. 

Plainly, relief work is not the same as straight economic. If you 
are going to classify, it could be done that way. I am by no means 
sure that some of that relief could not be done by a division of economic 
aid agency if you wished to have a single agency including that. 

Mr. Carnanwan. I notice that you say in your prepared statement: 


Finally, I should like to express the hope that the portions of the bill which deal 
with Point IV be isolated so that the Point IV program emerges as a reality. 
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Do you mean to imply by that that we should place more hope and 
confidence in the Point IV program than in some of the othes? 

Mr. Berie. No; I meant this: Point IV was widely advertised to 
a waiting world. The world does not draw the same distinctions that 
we do administratively here. They would like to see a Point IV pro- 
gram and for that reason I think it would be wise, if there were time 
to segregate in the bill those provisions which are peculiarly applicable 
to Point IV which is more a matter of arrangement, I think, than 
anything else. In some parts of the world, Point IV will take prece- 
dence as an effective measure. In Latin America, I believe that you 
will probably do more good with Point IV work than you will with 
straight aid. In fact, you would try to do it all through Point IV if 
you had time. My suggestion there was that I know many countries 
have been looking for a separate Point IV program and I think it 
would be good if in the final draft the Point IV proposals could be 
separately stated or separately numbered rather than scattered as they 
are more or less through the generality of a bill. 

Chairman Ricuarps. Your time has expired, Mr. Carnahan. Mrs. 
Bolton. 

Mrs. Boron. It is delightful to see you again and have you here; 
also to have the benefit of historical knowledge from vou, and of your 
know-how in the handling of international matters. We are grateful 
to vou for this very fine statement. 4 

You have put emphasis on such an important matter—that of speed, 
that I think we want to thank you very truly for that. 

I am interested in Mr. Carnahan’s asking vou about possible dates 
and the Soviet Union. You say here that she will be approaching 
her maximum military strength in 1952 or early 1953. You have 
discussed the military end of it. Do you have any sense that there 
may be some truth in the stories that we get rather increasingly, that 
there is unrest inside the iron curtain? 

Mr. Berue. Yes. In fact, l have some reason to. As vou know, ¢ 
great Many eroups inside what is the iron curtain now worked with us 
against Hitler. I worked with them in order to win the previous war. 
I do not like to remember what happened to those groups whose prin- 
cipal crime, it seemed, was that they trusted us. I have spent a great 
part of my time since I got out trying to make good our pledges to 
them as best I could with what tools I could find to work with. Some 
of these groups tell me there is unrest. But don’t place too much 
reliance on unrest. That alone won’t take us out. 

Mrs. Botron. But it would help? : 

Mr. Berte. It certainly would; only dissident groups behind the 
iron curtain have to be in contact with or close to, force that can back 
them up. If you were to give the word now asking a general rising, 
you would be merely responsible for the useless death of thousands and . 
thousands of people. These groups can be of tremendous use over a ; 
long pull if we are able to create a stand-off, in which the Soviet 
neither cares to declare nor dares to risk war as a result of some move. 
Eventually, dissident groups inside the Soviet system will create a 
situation in which we no longer feel oppressed by fear. But that is 
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going to be a long pull. It will require a great deal of work and will 
require a great deal of help from us and it will require taking a very } 
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That, however, is a separate question. My ideas on that I should be 
very glad to give you privately sometime. 

Mrs. Boiron. | am sure that everyone around this table would 
very much like to have the privilege of such an executive meeting 
with you, sir. Most of us think there may be such a possibility; as 
you do, we feel that it must not be taken too soon. 

’ Mr. Berue. I also feel this, that it would be very unwise to discuss 
that generally unless you want to precipitate some very unhappy 
things. 

Mrs. Boutron. Definitely so. 

Mr. Bere. There is hope in that direction if combined with a 
strong economic and military policy as well. 

Mrs. Bouron. After all, human beings are human beings. 

Mr. Berie. Propaganda is a great thing but you don’t stop a 
bullet with a radio broadcast. We often wish we could. There is no 
easy, cheap way out of this, Mrs. Bolton. 

Mrs. Bouron. I wish there were. 

lt is very good to have your very strong word, to that effect. 
Thank you very much. 

Chairman Ricwarps. Mr. Ribicoff. 

Mr. Risicorr. Your statement certainly was excellent, Mr. Berle. 
How do you get around the problem of having cooperation from vil- 
lagers on the village level when in countries like Iraq you have 200 
families controlling all the land; the question of Lran where the large 
landlords control the political and economic life; Syria that does not 
want any part of technical assistance? Now, when these people do 
not realize where their own interests lie, how do you get into these 
nations to build them up quickly even on a minimal basis that you 
suggest? 

Mr. Berue. This is a task that your Foreign Service has to work 
out area by area. I would not like to sound off. Let me give one 
instance where it could have been done a while ago and I think may 
be done now. This is lran. We have access there, and the Shah, for 
whatever that oriental title means now, is well disposed to us. I 
believe that village-to-village contact could have been worked out a 
vear ago; the Iranian experts believe it could be worked out now. 

Iraq is another story. That clearly has to be done on a different 
level. We have to overcome certain obstacles arising from policies 
which are dear to us and not so dear to them. I have met men who 
have suggested various means of doing it. I would not like to under- 
take to pose as an expert on that region myself because I am not. 

I can say that having stacked up in the field against a number of 
these situations, I have never vet seen a situation in which men who 
were factual and determined and devoted could not find a way to 
establish contact with the plain people in some fashion. They en- 
counter obstacles and frequently become controversial and eventually 
leave. I have noticed, however, that in the diplomatic history of the 
United States, the man who does the best job for the United States 
on the ground is usually eliminated after getting the desired result. 
Perhaps that is as it should be. Certainly it has been true persistently 
since 1800 and there is nothing new about it. 

Mr. Risicorr. That is a tragedy that mediocrity can stay and 
effectiv ness has to leave. 

Mr. Berit. That is all right, too. 
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Mr. Rrstcorr. I think this point yeu make about the moves that 
Russia is making to sort of put a pincer on India is certainly borne 
out by history. 

Now, how do you explain Nehru’s apparent obliviousness to what is 
going on and his feeling that he can play this game of neutrality, 
playing the west against Russia and still come out whole? 

Mr. Berte. I do not try to explain it. I have only met Mr. Nehru 
once myself. I have read all of his writings and particularly the huge 
volume he wrote while he was in jail. At that time he swallowed the 
Marxian hypothesis. I do not mean that he was a Communist—but 
he swallowed the Marxian theories lock, stock, and barrel. He makes 
great point of the fact that never in history has China invaded India. 
I personally believe that he himself is likely to change his views. I 
believe a substantial part of his own party have already changed 
their views. Whether, faced with the huge and staggering problems 
they have, they will be able to pull themselves together in the event 
that a main-line Soviet drive is made against them, I do ngt know. 
If India is left alone, she is not only no danger but may be able to 
pull out. If she is subjected to communist pressure on three land 
sides with a very heavy degree of control over the fourth side which is 
the Indian Ocean, Indians have a very great problem on their hands. 
Without trying to explain Mr. Nehru—he is only an incident in 
Indian history, like others—I should say that the logic of events 
will even convince Indians, too, in time. 

Mr. Risicorr. Do I have any time left, Mr. Chairman? 

Chairman Ricwarps. Half a minute. 

Mr. Rrisicorr. I just pose the question, talking about the Middle 
Fast, in Israel you have a showcase of what can be done by determina- 
tion and a pioneering spirit to take barren land and make it bloom and 
support many people at a standard of living and a type of society 
consistent with western society. 

Now, what effect do you think that will have on the eventual 
Middle Eastern pattern? 

Mr. Berur. Over a long period of time, Israel will raise the whole 
level there. But that does take time. After all, the present Israel 
development is a development of 20 years. My father worked with 
Brandeis on the Israel foundations before Zionism was a household 
word, even among American Jews. As a young man I worked with 
him on it. What you are seeing now is the flowering of plans and 
thoughts, with infinite amount of patience and affectionate attention, 
which now begins to bring forth—— 

Chairman Ricuarps. Your time is up, Mr. Ribicoff. Mr. Smith. 

Mr. Siru. In the light of your experience you might give this 
committee the benefit of your thinking on a question that I think has 
disturbed some of us. I know it has disturbed some of the witnesses 
who have appeared in behalf of this program and that is the question 
as to why the increased productive capacity of Western Europe has 
not gotten down to the man in the street who is such an important 
part of this whole program. For myself, the program has failed in that 
respect. 

Mr. Berze. I agree with you. I spent considerable time in Europe 
last summer and the summer before asking that. Obviously Europeans 
are in process of overhauling their system. They have to learn that 
taxes have to be paid and not avoided. The upper classes have to 
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develop a great deal more interest in the faith of the less favored 
classes; an entire atmosphere has to be created. 

The European lower classes are not worse off than usually they 
were. They are actually no worse off, comparatively, than they were 
before World War II. Only, now faced with the tremendous possi- 
bility of industrial civilization, mass demands are higher and humble 
Europeans do not accept as immutable the low status which some 
years ago they were quite content to take for granted. 

Overtenaling the European system is a subject that would need a 
longer time perhaps than our few minutes. 

In spite of the fact that I have been dogmatic here, I do not know 
all the answers by a long shot. I have been trying to answer definitely 
because of time. Obviously there is a steady shift in the social systems 
of Europe that is going on, with resistance, as usual, but which is 
pounding toward a balance. That is peculiarly true in Italy. There 
vou see the demands against an Italian government which I had a 
good deal to do with putting together and most of whose members 
are my friends. I think the social reorganization of Europe will 
be achieved. 

Mr. Smiru. What would be wrong with saying to some of these 
people who are asking for aid: we will give you this aid upon conditions 
one, two, three, four. When suggestions have been made to do that, 
the answer always is, well, it is Calter to use persuasion. Well, we 
have been using persuasion since UNRRA and Lend-Lease and all 
these give-away programs. We have made no progress by using 
persuasion and it seems to me that the time is appropriate to talk 
tough and insist upon conditions precedent. 

Mr. Berte. I can only say that it is not easy to force your point of 
view on a country that is intellectually unwilling to accept it. You 
have got to do it by a bit of persuasion, a bit of missionary work, and 
also a bit of pressure if it is to be effective. At the moment, until 
stability in terms of defense is created, I do not see that we are going 
to be able to spend a great deal of time revising other people’s social 
systems. 

Mr. Smiru. Can there be stability in our defense plans without the 
cooperation and support of those people? 

Mr. Bere. That is a very deep question and a question I have 
asked of myself many times. The answer, I think, is yes. France 
felt just that way in 1914, but she put on one of the best defenses that 
ever happened in spite of the fact that a French Socialist leader had 
been assassinated by a crazed conservative only a short time before. 
I think the Europeans, and particularly the peasants, the labor men 
in the cities, know very well that what they have now is changeable 
and reversable; whereas if they fall into the Soviet grip, nothing but 
an endless amount of death will ever win their way out. 

My reason for feeling so is that I had three leaders of European 
labor unions in my office last week. They were asking us for prop- 
—_ material, help, in connection with a general system of economic 
education. I was glad to put the resources of the Twentieth Century 
Foundation Fund, which does economic research, at their disposal and 
tried to see whether anything could be got out of the Voice of America. 

I agree with everything you say. I think, however, that while 
asking that, you still cannot delay the other. I do not think that the 
one is dependent on the other. The European workman, the European 
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lower class people, economically lower class people, have plenty of 
brains; they are not dumb at all; they still would rather risk working 
out their system—that is, most of them, not all, but most of them, 
working out their system in their own country than otherwise. 

Chairman Ricuarps. Your time has expired, Mr. Smith. Mr. 
Zablocki. 

Mr. Zasxiocki. No questions. 

Chairman Ricuarps. Mr. Roosevelt. 

Mr. Roosrveitr. No questions, Mr. Chairman, except I want to 
express my gratitude for Mr. Berle’s appearing before the committee. 
We are always glad to see him. 

Chairman Ricuarps. Dr. Judd. 

Mr. Jupp. Mr. Berle, I want to express my appreciation for the 
excellent, sobering, and yet, I think, completely sound analysis and 
presentation you have made. 

I noted your sentence that the Middle East is more important even 
than Western Europe. Do I understand correctly that what you 
mean by that is not that you are partial to the Middle East or senti- 
mental about it but that you believe we cannot save Europe without 
the Middle East? 

Mr. Bere. I mean that. I also perhaps should have used the 
word “urgent.’’ My impression is that the Soviet plan will challenge 
in Western Europe last because there they expect military resistance. 
The Middle East, however, is that part of the iron curtain where we 
are less prepared. It is wide open. This is why I gave it priority. 

Mr. Jupp. Is this not also a reasonable conclusion, that if they get 
the Middle East and all that goes with it they will not have to destroy 
Western Europe in an invasion? They will shut it off from much of 
its raw materials and all our wonderful machinery just installed under 
the Marshall plan, they can take over and use; don’t you think that 
is more likely their desire and goal than to invade Western Europe or 
destroy it? . 

Mr. Berue. Very probably. Western Europe is like a city house 
with a big farm behind it and the Middle East is very largely that 
farm. You are absolutely right about that. 

Mr. Jupp. Last month when the Secretary of State was before us, 
1 asked him this question: 

You said yesterday that time was on our side. Well, obviously the Russians 
seem to think it is on their side, because all their maneuvering since VJ-day has 
been to produce delay—for instance, at numerous conferences. 

They have just finished one in Paris where months were consumed in gaining 
them time. I do not know whether they are more accurate and realistic in their 
estimates than we are. I hope we are, but their record for realism is better 
than ours. 

I am not sure that time necessarily is on our side in a situation like that in the 
Far East. 

What is your view on that? 

Mr. Berue. I feel that time probably is on our side, but I think 
we will be hopelessly derelict if we guide our policy on that theory. 
I mean by that that I have tremendous faith in the huge productive 
ability of the United States. But there is this difficulty: If you bet 
on time based on only the increase of our production, when the show- 
down comes you will also be betting American blood. Our produc- 
tion will only be made good by American boys beating their brains 
out against armies in some foreign country. For that reason, while I 
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think in the cosmic sense the Secretary of State was accurate, | 
should dislike to think that he was urging anyone to pursue a policy 
of delay on the theory that time would kindly take us out. 

Mr. Jupp. I did not want to give the impression that that was his 
position, but 1 wondered what is your judgment, independently. 

Mr. Bere. Probably statistically time is on our side, but I do 
not feel that we can count on it and I think that to hold back on that 
ground means adding to time the product, American life. 

Mr. Jupp. I further said to Mr. Acheson: 

I think you will agree that, as was said yesterday, they would not have come 
into Korea if they had not expected they could get a quick victory and that we 
and the free world would not fight back. 

Now that we have fought back they may think that they have gained all they 
can from that operation and it would be better to pick off Burma. By splitting 
India from the rest of southeast Asia, they would neutralize both of them, 
especially when they are also able to create trouble in Iran on the west of India. 

My question is: What hope is there of salvaging the situation ia 
Burma unless we can stop the Communists in the southern provinces 
of China? 

Mr. Berve. I cannot answer you, Mr. Judd. 1 am afraid, but 
would not care to commit myself, that the Burmese situation bas got 
to a point where some organization of force will be needed, at least 
on that frontier. I have not enough information and could not have 
except as an official—should not have except as an official of the 
Government—to be able to answer it. I hope that there is still time 
to meet that situation in Burma with a little support from the outside. 

We were wise—lI like to think that maybe some words I was able to 
put in may have helped, to strengthen our Mediterranean Fleet. | 
think we would be wise now, if we can, in seeing that the line is run 
farther east, assuming that that is operationally possible. 1 hope it 
will be possible to create in Burma enough of a strength cadre, so the 
Chinese force does not rip up that country. 

Your other question turns on whether it is operationally possible 
to move in the southern provinces of China. [| cannot answer. | 
think the only people who can answer that are the Pentagon folks. 

Mr. Jupp. I do not mean with our forces; what I went is to 
strengthen the anti-Communist Chinese enough so that the Com- 
munists could not move through them into Burma. 

Chairman Ricnarps. Mrs. Kelly. 

Mrs. Keuiy. I, too, want to join my colleagues in welcoming 
Mr. Berle here today. 

Do you feel that the people of the Middle East are aware of the 
critical situation now? 

Mr. Berve. Exeept in Iran, I rather doubt it. 1 believe that Lran 
is acutely conscious, the Iranians are acutely conscious that they lie 
within or between two huge forces because they have been repeatedly 
occupied and disoccupied by one or other of these powers. I am not 
sure that is equally true in Turkey. I have no evidence which sug- 
gests that the Arab fellahin or the fellahin in Egypt know very much 
about any of this or really care. But I cannot say that I am so well 
informed that I could be dogmatic about them. I think there that 
we really have not penetrated below the top laver but that may be 
wrong. 
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Mrs. Key. Did I understand you correctly in saying that we 
should give both economic aid and military aid, to that section of 
the world? 

Mr. Berte. I did not cover that point, but I think we must. Econ- 
omic aid has certainly helped. How you handle military aid in each 
case would have to be a very close and very level-headed calculation 
as to whether military aid would tend to stabilize a region or whether 
it would be merely lost. I think the question would have to be 
dealt with region by region depending on each situation. 

If you mean by military aid that eventually that area is going to 
have to be defended, my answer is, yes; I do not think that the 
United States could safe y allow the eastern, especially the Arabian 
quadrilateral, to fall into Soviet hands without gravely prejudicing 
her own safety. And I think that probably the support we gave to 
Turkey was one of the most effective steps militarily that we have 
taken. Could like aid be given elsewhere? I rather doubt it. 
I do know that any of the countries, with the exception of Israel, are 
not yet in such shape that direct military aid could be of great help. 
But I stand subject to correction by men who have been over that 
subject in those areas. 

Mrs. Keuty. I have one other question. In your statement, on 
page 3, I quote: 
we can assist populations within the iron curtain who know, now, that the Com- 
munist promises are not fulfilled, and the enslavement of a ’ population is a sub- 
stantial result. 

Have you any suggestions how we could do that? 

Mr. Bere. Yes, Mrs. Kelly, I have. I prefer not to make them 
in open session for reasons with which I am sure you will sympathize. 

Mrs. Ketuy. That is all, Mr. Chairman. 

Chairman Ricuarps. Mr. Fulton. 

Mr. Fuuron. Do you think it is worth while to try to get the word 
through the iron curtain itself as well as the satellite countries? If 
we show the difference in ways of living we might bring pressure to 
break the repressions without having to use military force? 

Mr. Berue. I think a good deal can be done along that line. As 
a member of the National Committee on Free Europe, I have had 
something to do with the operations of what is called Radio Free 
Europe which, being private, can take somewhat more dangerous 
positions. 

Mr. Fuutron. I wanted to ask you about your success in that field. 

Mr. Bere. I can only say, as evidence of that success, that in con- 
nection with one of the diplomatic matters now pending, the Oatis 
case, it was obliquely suggested that the way would be smoothed to 
settle it if the United States would agree to shut down Radio Free 
Europe. I am glad to say that the State Department promptly 
refused to accept that suggestion. Obviously we have scored there. 
Such returns as one can get for an operation of that kind indicate 
that the scoring is steadily increasing. 

Of course, we are not there representing the ‘‘American’”’ point of 
view. We are permitting the exiles and the people who come out to 
state their own point of view. That is, we are not selling America 
so much as trying to give effect to the voices that feel otherwise than 
iron curtain in those countries. 
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Mr. Furron. There are three countries that we have recognized 
and continue to recognize that have gone behind the iron curtain 
and have been obliterated before World War II. We still have their 
representatives, I believe. Those are Estonia, Latvia, and Lithuania. 
Do you think it would be wise to have something in this bill to encour- 
age those governments-in-exile to keep going and also to keep contact 
with the people behind the iron curtain? 

Mr. Bere. There, I think, I can speak with a certain degree of 
assurance. As a very young man I was on the Baltic Commission 
after World War I, attempting to draw the boundaries and recogniz- 
ing those countries. As an Assistant Secretary of State, when those 
countries were seized, I asked the Department, Mr. Hull, to use the 
power that the Secretary of State has to recognize what officer of a 
government is entitled to use the foreign balances of those countries 
in the United States. Those three governments had reserves which 
they kept, I believe, with the Federal Reserve Bank of New York. 
These balances were then frozen under the then-legislation which I 
think still persists. Mr. Hull recognized that the power over those 
balances should rest in the only remaining representatives of those 
countries which were their legations and consulates here, under a 
budget which would permit them to continue their representation. 
I belived those funds are not exhausted, though this is a pure guess 
gt part. I do not think as to that you need special action in this 

ill. 

Mr. Furron. I was inferring by that, do you think we ought to 
have them join us on these programs? Also to help on the things that 
we might be doing to help these people get out from behind the iron 
curtain and restore independence and freedom? 

Mr. Bertie. The National Committee on Free Europe was orig- 
inally set up for the iron curtain countries, excluding those three. In 
the past few months they have revised their policy to include Estonia, 
Latvia, and Lithuania so that there is one forum through which a 
certain amount can be done. Technical arrangements to beam 
broadcasts to the Baltic countries are slowly being worked out. 
I merely mention that something is being done along that line. 
I should defer to the State Department, which must decide these 
things, as to whether they would want to go further than that. It 
raises some questions. There is only a pitiful remnant of a govern- 
ment which is outside these countries. One of the terrible tragedies 
is that in at least one of those countries, Estonia, I do not know 
whether many Estonians are left now. 

Chairman Ricnarps. Mr. Reece. 

Mr. Reece. Despite the deterioration, politically, in Iran, we do 
have one asset on our side, do we not, in that Russia has no immediate 
aceess to the oil; that is, they do not have any pipeline or efficient 
rail lines running by which they could utilize the oil output 
immediately. 

Mr. Berue. That is true. If Russia seized Iran, it is not a move 
which gives oil to Russia. It is a move which cripples western union. 
It is a distinctly offensive move. It is true that there is a railroad 
which runs up, winding through the mountains to the Russian border; 
we used it to send lend-lease goods into Russia during the war. 
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There is another fact which bears on your question. I understand 
that when the Russians occupied Azerbaijan 3 or 4 years ago they— 
later withdrew—did some oil drilling then. At all events, five or six 
wells were found, capped. They have never been uncapped, I am 
informed. It may be that the Russians have taken some steps to get 
additional oil supplies capable of being sent into the Soviet Union. 
My impression, however, is that the Russian underground oil reserve 
in her own country is adequate. It is drilling fae ilities and develop- 
ment that she needs. 

The attempt to seize Iranian oil is more offensive. Only if she 
could command control of the Arabian quadrilateral, the Red Sea, and 
Suez and get through the Dardanelles, could she bring Iranian oil by 
water around to her Black Sea ports. In other words, she would have 
to get the whole Middle East. Russia would then have that oil and 
could use it rather rapidly by sea. 

Mr. Reece. Since we have been giving rather close attention to 
that area and Iran in particular for some time, and conditions have 
tended to worsen, I am wondering if you out of your experience have 
any discussion as to how we could, and when I say, we, I mean America 
primarily, improve our situation there? It is somewhat discouraging 
when we have been giving attention to such an important area to see 
it almost slipping away from us. 

Mr. Berue. There is no use in going back to yesterday. I per- 
sonally felt that we should have backed up— 

Mr. Reece. If you will permit an interruption, I am sometimes 
impressed with the inscription on the Archives Building: What is past 
is prologue—study the past. 

Mr. Berrie. Sometimes history helps. However, someone said 
that the only thing we learn from history is that we learn nothing from 
history. 1 suppose it may be true. | felt it would have been a good 
idea last year to back up the request of the Shah for a declaration of 
support when he proposed general reorganization of the Iranian 
Government. Later, as you know, he tried it without that support; 
General Rasmara was the man whom we had hoped to use for that 
purpose. Rasmara was later assassinated. Perhaps if we had used 
what in the light of hindsight appears to have been an opportunity, we 
would have been better off. 

1 rather wonder whether somewhat similar opportunity may not still 
be possible today? I feel that we still have access to the sovereign 
power of Iran. I feel that at least the head of that Government 
I am not speaking of Mossadegh, I do not know—would be rather 
glad if he could see a way out; and if we were prepared with a rapid 
program which would tend to reorganize that Government, we might 
be able to act. 

Chairman Ricuarps. Mr. Javits. 

Mr. Javirs. Mr. Chairman, I will just take a minute. 

Chairman Ricuarps. I would like to say that we have four more 
witnesses tonight. For the information of the committee we want 
everybody to ask as many questions as he can in the 5 minutes. But 
we have to take into consideration the other witnesses who have come 
a long distance and expect to be heard. 

Mr. Javits. 

Mr. Javirs. Mr. Chairman, I gather I am the last questioner. 
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Chairman Ricnarps. I should have called on you just now but I 
was recognizing Members on this side. 

Mr. Javirs. I am very glad to have you with us, Mr. Berle. Your 
statements and answers to questions have been very helpful. I gather 
you feel that in terms of nonmilitary effort the best thing we can do is 
get down to the grass roots in the areas we still have a voice in, the 
free world, and make it worth while, especially in the Middle Wast that 
you have described, for people there to defend freedom with their 
lives. 

Mr. Berve. That is right. 

Mr. Javits. That is going to take not so much in the way of money 
because it is going to be elementary equipment, but it is going to take 
technically skilled personnel. Let us get our people out there richt 
on the ground as widely spread as possible, following the very excellent 
example of the rural reconstruction effort for which my colleague, 
Dr. Judd, was so responsible. But that is the key to activity in the 
underdeveloped areas. 

Mr. Bere. That is right. 

Mr. Javits. The other thing I gather you bring us is that our time 
is so short in military terms that we have got to capitalize wherever 
possible on our assets and hence the emphasis which Mr. Ribicoff, 
I think, so truly gave on an area which is sensitive, weak, and vet has 
a hard nut like Israel which can be a focal point of defense wher you 
just have not time to build up others. Do I gather that vou go along 
with that? 

Mr. Berue. Yes. In dealing with Israel, 1 hope no one will take it 
amiss if I say, do not forget the Arabs, too. Strong and magnificent 
as the achievements of Israel have been, there is still a tiny island ina 
huge Arab sea. We need to work both sides of the street. 

Mr. Javits. No one has been more convinced than | of the fact 
that Israel is part of the Near East and as the Near East goes so Israel 
will go. She is intimately linked with the destiny and success of 
the whole area and of the Arab States. 

Mr. Berue. She lives or falls with the Near East and with the free 
world. 

Mr. Javirs. Thank you very much, Mr. Chairman. 

Chairman RicHarps. Thank vou very much, Mr. Berle. We 
appreciate your testimony. Iam sure that it will be very helpful to us. 

Without objection, the statement submitted by the Honorable 
Joseph W. Martin, Jr., will appear in the record at this point. 

(The statement referred to is as follows:) 


STATEMENT SUBMITTED BY Hon. JosepH W. Martin, Jr., Minority LEADER, 
House or REPRESENTATIVES 


In deciding how much we should contribute of our resources to strengthen the 
free world, we should be guided by certain principles. 

We must help those w thous we know to be sincerely with us in our fight for 
universal freedom. We must give special consideration to those nations that will 
more than match our contribution by the maximum use of their own resources and 
labor. The paramount test must be the security of the United States. 

It was these considerations which moved me to respond affirmatively when the 
Government of Israel formally applied to our Government for a grant of $150,- 
000,000 to enable it to meet the critical problems arising out of its immigration 
program and to consolidate its economy. Recognizing the vasidity and the 
he gad of Israel's appeal, I introduced H. R. 3488 to authorize financial aid to 

srael. 
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I said that we must help those who are with us in our fight for universal freedom. 
In the 3 years of its existence, Israel has given clear demonstration of its deter- 
mination to stand with those people favoring a free world. It is an outpost of the 
free world in an area under the shadow of the totalitarian menace and under pres- 
sures from the same sinister and antidemocratic forces which threaten our own 
security. 

All of us are familiar with the fact that Israel introduced free institutions into a 
region where these were almost literally unknown. Going beyond that, Israel, 
taking a course conspicuously different from that of some of its neighbors in Asia, 
has repeatedly voted with the west in the United Nations—affirming its belief that 
aggression must be checked and that the free world must be defended. Israel] 
has not been affected by the false doctrines of neutralism and hypernationalism, 
which are the propaganda tools of Communist aggression. 

Israel’s appeal for aid comes from a people who have done and are continuing to 
do everything possible to attain economic self-sufficiency and stability by their 
own labor. In the first 3 years of its existence, the new state defended its frontiers, 
established the apparatus of government, and made remarkable progress in the 
expansion of industry and agriculture. But its most extraordinary achievement 
was that it made good on the pledges of its founders by providing a haven for 
more than 600,000 immigrants—many of them utterly destitute. 

All of us recall that our country favored the opening of Palestine to Jewish 
immigration. I do not think any of us ever dreamed that within such a short 
period the people of Israel would empty all the Jewish displaced persons camps in 
Germany, Austria, and Italy and, in addition to that, absorb close to 300,000 
Jewish people from the neighboring Moslem countries. The great part of these 
incoming settlers are without means of.any description and it has been a tremen- 
dous financial problem to receive them and to settle them—a problem which has 
been solved largely by the heroie sacrifices of the people of Israel themselves who 
generously shared what little they had with those less fortunate than themselves. 
Our own Jewish citizens in this country responded with magnificent generosity to 
Israel’s appeal for help and by and large this huge immigration was financed by 
the Jewish people themselves. But the program has not cometoanend. We are 
told that this little country is determined to receive another 600,000 immigrants 
in the next 3 years. From the experience of the last 6 months, this would appear 
to be a conservative estimate for, according to figures I have seen, for the first 
6 months of this year, 128,000 came into the country. In the month of April, 
they came at the rate of more than a thousand a day. 

Now it has seemed to me that our Government might well have given economic 
assistance to help put this little State on its feet. Several years ago, we were 
spending large sums of money to take care of the DP’s in Germany, Austria, and 
Italy. We no longer have that responsibility. Israel has assumed that burden. 
The plain faet is that American foreign policy gave political support to the estab- 
lishment to the State of Israel for some years. But we did not back up this 
political aid with the economic assistance this struggling State so urgently needs 
despite our close friendship with them and the significant role we played here in 
Congress and at the United Nations to bring this State into being. 

I am proud to recall that the Republican Party for many years supported the 
principle of establishing a national home for the Jewish people. The first national 
legislature to adopt a resolution affirming that principle was a Republican Congress, 
which, in 1922, established the foundation of our American policy on this issue. 
In 1944, the Republican Party was the first to write into its national platform a 
declaration subscribing to this objective. We have been steadfast in our support 
throughout. Yet here is an issue which must transcend partisan views and I am 
happy that this legislation has been sponsored similarly by my colleague, the dis- 
tinguished majority leader, Mr. McCormack of Massachusetts. 

Since the introduction of H. R. 3488 and similar legislation in the Senate, the 
administration has accepted the principle of aid to the Near East and Israel is to 
be included in the proposed Mutual Security Program for 1952. I understand the 
amount allocated does not take into account Israel’s actual needs but appears to 
have been determined by some sort of artificial formula which seemingly equalizes 
Israel and her Arab neighbors. 

In making this statement in support of assistance to Israel, I would emphasize 
that I do not oppose assistance to the Arab states. I favor such assistance. In 
particular, I warmly support the proposals to resettle the Arab refugees. The 
sooner the Arab refugees are resettled in the Arab countries, the closer we will be 
to the solution of a tragic problem. 

In urging American aid to Israel, I have in mind the extraordinary burdens 
which Israel has assumed and I am primarily concerned with American interests 
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in the consolidation of a sound and secure and friendly state in the Near East. It 
seems to me, we should consider each request for aid on its merits. Israel has 
made a plea for substantial assistance. We ought to consider that plea, ob- 
jectively and fairly. We cannot in justice have our answer to that request on the 
needs and attitudes of other countries in the area in which Israel exists. 

We have pressed for a realistic and American attitude in the formulation of our 
foreign policy. Sometimes we have acted on unrealistic policies which have led to 
costly errors and as a result of which we have been compelled to make sacrifices of 
blood and treasure. We should beware lest we should again be plunged into a 
crisis because of an inability to apprehend the relative significance of the Near 
East. There is every danger that this area will become a vacuum into which 
totalitarian forces will flow unchecked. We must take steps to assure that this will 
not occur. The Near East is a strategic target of Communist imperialism. Let 
us bear that in mind as we consider the amount that is to be allocated to Israel 
and to the area as a whole. Let us ask whether it is an adequate proportion of our 
over-all foreign-aid program-in the light of the increasing importance of the Near 
East and our neglect of the area in the past. 

We must have an American policy in the Near East that recognizes the friends 
in that part of the world who are ready to cooperate fully with us in the defense 
of freedom. If we consider the question from that viewpoint, I am sure that 
we will go far to honor the request of this young republic. Here is aid to a 
country which will over the course of the years, repay us many times over. For 
it will stimulate the forces of freedom in the area. It is giving the positive answer 
to totalitarian propaganda. It is demonstrating conclusively that in a country 
which honors the freedom of the individual there can be a steadily advancing 
standard of living for all the people. 

The devotion of the people of Israel to liberty is one of the bright spots in the 
Old Worid today. We have seen how the gallant young people of that country 
bravely fought through a war of independence—a struggle which stirred the 
American people, for it recalled the epic chapters of our own history. The 
Israelis have not relaxed their vigilance. They live in a tense and troubled area; 
they know that they are on the frontier of danger. They are prepared for any 
eventuality. The young army of Israel, with more than 200,000 men and women, 
is one of the strongest forces for the survival of freedom in the Near East. The 
expanding industrial plant in Israel, steadily growing in quantity and diversity 
of output, can make that country the industrial workshop of the Near East. 
By word and by deed, the young State of Israel has demonstrated its willingness 
to stand firmly and resolutely against the forces of tyranny and despotism. It 
can be an outpost of American strength and influence in the Middle East. There 
is no doubt in my mind that to help Israel is to make America more secure. 


Chairman Ricwarps. Our next witness is Mr. Louis Lipsky repre- 
senting the American Zionist Council. I believe there are two other 
witnesses, Dr. Joseph Schwartz and Mr. Robert R. Nathan, who wish 
to be heard tonight. Is that correct? 

Mr. Lipskxy. That is correct. 

Chairman Ricuarps. Do you have separate statements? 

Mr. Lipsxy. That is right. 

Chairman Ricwarps. All right, sir. 


STATEMENT OF LOUIS LIPSKY, CHAIRMAN OF THE AMERICAN 
ZIONIST COUNCIL 


Mr. Lipsxy. Mr. Chairman, ladies and gentlemen, we are grateful 
to you for the opportunity to be heard on the important matter now 
under your consideration, especially with reference to aid for Israel. 
I represent the American Zionist Council, which includes all Zionist 
groups in the United States and speaks for an aggregate of about 
700,000 members. The parent body of the present council dates back 
to 1897. We are parties in interest here, for what has been achieved 
in Israel during all these years is to a large extent the result of a half 
century of devotion to a great humanitarian cause on the part of 
American Jews. 
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I would like to submit to this.committee our views on the Mutual 
Security Program in the Near East and North Africa. We wish to 
place on the record our conviction that the program does not provide 
adequately for the area as a whole and for Israel in particular. 

We would recall to this committee that in March of this year, the 
Government of Israel formally requested a grant-in-aid of $150 
million to enable it to overcome the extraordinary economic problems 
resulting from its immigration program. With the permission of the 
chairman, I would like to introduce into the record, unread, the 
text of the note to the Secretary of State by the Ambassador of Israel, 
Mr. Eban, as well as a memorandum, ‘Why Israel needs American 
Aid,’”’ submitted by the American Zionist Council. 

Chairman Ricuarps. Without objection, that will be included in 
the record. 

(The documents referred to are as follows: ) 


Wuy Isragt Neeps AMERICAN AID 


A memorandum presenting the reasons why Israel has asked assistance from the 
the United States Government and why it is in the interests of the United 
States to respond to Israel’s request. Submitted by American Zionist Council, 
New York, N. Y 

I. THE AID TO ISRAEL LEGISLATION 


Legislation has been introduced in Congress to authorize a $150,000,000 grant 
to the State of Israel ‘‘to assist the people of Israel in developing their natural 
resources, expanding their agricultural and industrial economy, and increasing 
their productive capacity and facilities, and, by such assistance, to promote the 
security and general welfare of the United States and of Israel. * eh 

2. In the Senate, 8S. 1247 is sponsored by Senators Douglas, Taft, Anderson, 
Benton, Brewster, Butler of Nebraska, Cain, Duff, Ferguson, Gillette, Hendrick- 
son, Hennings, Hill, Humphrey, Hunt, Ives, Johnson of Colorado, Kefauver, 
Kilgore, Lehman, Lodge, Magnuson, Martin, McMahon, Morse, Murray, Neely, 
O’Conor, Pastore, Saltonstall, Smith of Maine, Smith of New Jersey, Sparkman, 
Thye, Tobey, and Young. 

3. Similar legislation has been introduced in the House by the majority and 
minority leaders, Representatives John W. McCormack (H. R. 3458) and Joseph 
W. Martin, Jr. (H. R. 3488). More than 150 Members of the House of Repre- 
sentatives have signed a declaration supporting these bills. 

4. This legislation affirmatively answers the request submitted by the Govern- 
ment of Israel to the Department of State on March 22, 1951. 


Consistent with past American policy 

5. The proposal is consistent with past American policy. Our country played 
a decisive part in the establishment of the modern State of Israel. Six Presidents 
favored that objective; the American people gave bipartisan endorsement to it. 
Congress, through a joint resolution adopted in 1922, was the first National 
Legislature in the world to go on record in favor of Jewish aspirations to Palestine. 
In 1945 Congress adopted a concurrent resolution advocating free Jewish immigra- 
tion into, and unrestricted development of, Palestine as a democratic common- 
wealth. The United States gave its support to the United Nations resolution of 
November 29, 1947, which authorized the establishment of a Jewish state in 
Palestine. On May 14, 1948, the United States was the first Governmeut to 
recognize Israel on the day of its birth. 


Il. THE INTERESTS OF THE UNITED STATES 


6. A strong Israel is vital to the security and welfare of the United States.—Israel is 
a significant link in the chain of free countries which must counter the threat of 
totalitarianism. Assistance to Israel would be in accord with the program which 
the United States has carried on since July 1, 1945, in its efforts to brace the free 
world and to make it possible for democratic nations to consolidate the military 
victory of World War II. Miore than 65 countries have been aided in our country’s 
foreign assistance program which has exceeded $40,000,000,000 in grants and 
loans. In his state of the Union message on January 8, 1951, the President urged 
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continued overseas assistance. For Western Europe, he emphasized the need for 
military defense. For the Near Vast, Asia, and Africa he underlined the need 
for economic assistance to “help people who are striving to advance from misery, 
poverty, and hunger, and to give them a real stake in the future and reason to 
defend their freedoms.’ 

And on May 23, 1951, in his message to Congress, the President disclosed that 
the administration had accepted the principle of Israel’s inclusion in the foreign 
aid program. Without specifying the amount to be allocated to Israel, the Presi- 
dent declared: 

“The program for Israel will help that country to maintain her economy during 
an especially trying period of her national development.” 


Israel is a bulwark 

In presenting the Israel aid bill in the Senate on April 2, Senators Douglas 
ind Taft joined in asserting that ‘“‘important strategic factors indicate the vital 
importance of helping this new nation to keep herself healthy and strong and free 
The menace of new aggressions by Communist tyranny in Iran or elsewhere in the 
Near East is great. Israel is a bulwark in that area for world democ racy. Inthe 
light of American self-interest, we cannot ignore the situation prevailing in those 
countries.”’ 

8. The democratic world must heed recent alarming trends in the Eastern 
Mediterranean. Invaluable oil resources may be denied the west as a result of 
developments in Iran and Iraq, while Egypt has stepped up its campaign to force 
Britain to withdraw the last western defenses from the vital Suez Canal. Fanatic 
nationalists gain ground, diminishing the credit of the democracies, encouraging 
Communist elements, preaching neutrality and making the Near East easier prey 
to Soviet ambitions. Once again, as in the last war, the Arab world gives sign that 
it will be immobilized, and, in the event of conflict, withhold friendship and as- 
sistance from the cause of freedom. 

9, Against this background of distrust and intrigue, Israel stands out clearly 
as the dependable exponent of democracy in the Near East. The new state 
has given impressive proof of its democratic character. Having fought a bitter 
struggle for independence, the people of Israel cherish the rights guaranteed hy 
democratic governments. The new state introduced democratic institutions 
and practices into a part of the world where these were almost unknown—demo- 
cratic elections, universal franchise, representation for minorities, votes for women 
(Arab women voted for the first time in history) and compulsory education. 

10. The people of Israel are ready to fight for democracy.—The Prime Minister 
and the Foreign Minister of Israel have declared repeatedly that Israel will resist 
by force any attempt to invade it from without or to subvert its institutions from 
within. In his address before the National Press Club at Washington on May 8, 
1951, Prime Minister David Ben-Gurion pledged his country to the full support of 

“every measure which strengthens world peace and opposes aggression. * * 
We shall cooperate untiringly with all who set their faces against the Baa. 
ment of the soul of men.”’ 


Israel supports the UN 

Israel’s foreign policy is based on the Charter of the United Nations. 
Israel supported the Security Council resolutions branding North Korean aggres- 
sion and the General Assembly resolution calling for a unified and independent 
Korea. She contributed medical supplies for the United Nations forces fighting 
in Korea and for Korean refugees. Surrounded by hostile Arab states which 
refuse to make peace, Israel is not in a position to risk dispatch of a military detach- 
ment to the Korean front. Israel also voted for the resolutions indicting Com- 
munist China as an aggressor and calling for sanctions, and she backed the 
United States plan to strengthen the General Assembly in the event of a veto in 
the Security Gountll. Israel’s active support of the principles of the United 
Nations throughout this critical period has been in sharp contrast to the stand 
of other states in Israel’s neighborhood. 

12. , The peopie of Israel have demonstrated their capacity to fight in demo- 
cracy’s defense. They were the one community in the Near East which fought 
on our side in World War II. Some 30,000 men from Jewish Palestine were in 
the British forces. Many others who now serve in Israel’s Army fought in the 
United Nations’ coalition in Europe and in underground anti- Nazi resistance 
movements. 

13. The Israelis were greatly outnumbered by the Arab armies which launched 
their invasion to reverse the United Nations decision in May 1948. The Israelis 
fought with crude and inadequate weapons and with little assistance from out- 
side. They suffered heavy casualties. But they won decisively. 
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Israel's fighters. . . 

14. Today, aside from Turkey, Israel has the strongest army in the Near East. 
Official figures are not made public, but it is estimated that the army grew to 
more than 100,000 during the war for independence. With the arrival of many 
new immigrants and universal military training for both men and women, it is 
estimated that the army, air force, and navy potential now stands well over 
200,000—many of them well-trained and seasoned fighters. 


And workers 

15. Israel’s industrial capacity is equally significant. In World War II, 
Jewish Palestine delivered approximately $100,000,000 worth of goods and 
services to the allied forees. In addition, it met many essential civilian require- 
ments of the Middle East, thus saving the Allies vital shipping space. Among 
the military end products which were delivered were 3,000,000 land mines, 
8,000,000 to 9,000,000 yards of electric cable, 1,000,000 pairs of boots and shoes, 
and many other items, including storage and dry cell batteries, machine gun 
parts, barbed wire, light naval craft, cranes, tents, tarpaulins, uniforms, phar- 
maceuticals. Jewish engineers, architects, building contractors, and workers 
constructed fortifications, bridges, harbor installations and air fields, all over 
the Middle East, as far as Iran and Bahrein. Jewish Palestine delivered oil from 
its Haifa refinery and vast quantities of potash, bromine and other chemicals 
from its potash plant. 

16. The peak World War II industrial effort was in 1943, when the Jewish 
population of Palestine totaled 539,000 persons and the gainfully occupied 
numbered 225,000. By the end of 1950, the Jewish population of Israel had 
reached 1,200,000, and in July of that year the gainfully occupied were estimated 
at 395,000. While the total labor force in industry and handicrafts in 1939 was 
36,000, this figure had increased to 90,000 in January, 1951. Moreover, there has 
been an even more rapid influx of capital into Israel’s industry. During the 
World War II years of 1940-42 about £ P3 million were invested in industry per 
year. This rate of investment was about the same as prevailed in prewar years. 
In 1949, I£ 11.5 million were invested in industry and in 1950, I£ 15 million. 

17. A considerable volume of this investment came from United States corpora- 
tions and individuals. The General Shoe Corp. of Nashville, Tenn., participated 
in financing and setting up a modern $1,000,000 shoe plant in Jerusalem. Kaiser- 
Frazer participated in a $2,500,000 automobile assembly plant near Haifa. The 
new Petach Tikva tire factory of the General Tire & Rubber Co. of Akron, Ohio, 
is now being completed, and an equally large tire and rubber factory is being con- 
structed with the aid of technical services supplied by the Dayton Rubber Co. 
Machinery for the new $500,000 Precision Tool & Die Co., Ltd. plant (spon- 
sored by Bulova) is now being installed. 

18. Scientific research in Israel is on a high level and is geared to the country’s 
development. Israel’s workers and machines can service and maintain the vital 
equipment of a modern military force. 

19. The result of the influx of labor and capital into Israel is a net output of 
industry (national income originating in industry and handicraft) of I£ 62 million 
($173,600,000) in 1949 and I£80 million ($224,000,000) in 1950. The most 
reliable indicator available for measuring the growth of Israel’s industrial output, 
the consumption of electric power by industry, shows a growth from 25.1 million 
KWH in 1939, to 49.5 in 1948, to 96.9 in 1949 and 140.6 in 1950. The percentage 
increase from 1948, the year of the establishment of the State of Isarel, to 1950 
was 97 percent. 

20. To provide food for its rapidly expanding population, the new State has 
been pushing its agricultural development. The rapid growth is demonstrated 
by the increase in irrigated land. Thus on April 1, 1949, 80,000 acres were under 
irrigation. Two years later, this area had increased to 121,000 acres. By 1953 
will be 201,000. 


Israel’s strategic importance 

21. Israel is strategically located. A bridge between three continents, it has 
a relatively long coast line, with a major seaport at Haifa and a great airport at 
Lydda. The port at Tel Aviv is to be developed. There are a number of im- 
portant airports both in the north and south. Israel is 125 miles from the Suez 
Canal, 160 miles from the British sea and air bases at Egypt. It is adjacent to 
oil-rich areas. Jewish Palestine was a base of land, air and sea operations in 
the Allied campaign in World War II. 

22. It is in this context that Israel’s unprecedented immigration program must 
be appraised. That program, which has so severely taxed Israel’s economic re- 


A sits SDE Sa 





SOON ate Tp RS geste aah Raa 


Gye WAR BES 


wae tee 


ate 


Nas Wei Stott an Lvs 7 tes tare 


Retin a 


3) 


ica Aso 


THE MUTUAL SECURITY PROGRAM 647 


sources, is designed to give sanctuary to people in need, and at the same time to 
advance the economy and security of the country. The steady increase in Israel’s 
population provides trained and efficient workmen and manpower for the army, 
navy, and air force, enhancing the country’s military security and its capacity to 
resist aggression and to maintain the peace. 

23. Israel’s role as a communications center, supply base, and production 
arsenal must be taken into account by those concerned with the defense of freedom. 


Ill, THE NEEDS OF ISRAEL 


24. Why does Israel, growing in population, productivity, and strength need 
economic assistance? The answer is that the population has virtually doubled 
in 3 years and that those who have been coming into Israel are, for the most part, 
destitute and without resources. The land itself, barren and neglected for 20 
centuries, has not had the agricultural and industrial plant and the necessary 
capital to absorb the vast new influx as it poured into the country. 

25. Under normal conditions, Israel might have gone far toward self-sufficiency 
without outside help. But one of the major reasons why the new State came into 
being was to provide a home for the hundreds of thousands of homeless Jews, 
dispossessed, displaced, and dispersed by the Hitler era, the Second World War, 
and postwar persecution.. The plight of these homeless people, many of whom 
were liberated from the Nazi concentration camps and saved from the gas cham- 
bers and crematoria by American soldiers, aroused the deepest sympathy and 
concern everywhere. But even after their liberation they were compelled to 
remain for many months in displaced-persons camps. The Congress of the United 
States in 1945 called for their transfer to Palestine. 

26. President Truman made repeated efforts to secure the admission of 100,000 
Jews into Palestine, and on July 2, 1946, the White Hfouse declared that the Gov- 
ernment of the United States was prepared to assume technical and financial 
responsibility for the transportation of these immigrants. Again, on October 4, 
1946, the President declared: 

“Should a workable solution for Palestine be devised, I would be willing to 
recommend to the Congress a plan for economic assistance for the development of 
that country.” 


The poputation almost doubled 

27. Not 100,000—but 600,000 immigrants—have been brought into Israel since 
the establishment of the state. The population practically doubled, for there 
were only 650,000 Jews in Jewish Palestine on May 14, 1948. The newcomers 
came at a spectacular rate. Between May 14 and December 31, 1948, there were 
101,622 immigrants (although during that period the country was engaged in re- 
pelling the invading Arab armies); in 1949, there were 243,538; in 1950, 169,831. 
Immigration has soared in recent months. In the first 4 months of 1951, there 
were 79,719. In April 1951, alone, 30,202 refugees came into the country. 

28. These immigrants included most of the Jewish displaced persons in Ger- 
many, Austria and Italy. Great numbers came from Eastern Europe, many of 
them members of the now dispossessed middle class. Most of what was left of the 
Jewish communities in Germany, Austria, Bulgaria, Yugoslavia, Czechoslovakia, 
Poland, Yemen, and Cyrenaica have now emigrated to Israel. Analysis of: the 
countries of origin shows that as of May 1, 1951, 273,355 or almost half came 
from Yemen, Iraq, and the unhappy ghettos of other Moslem lands in the Near 
East and North Africa. The migration of many of these people to Israel has been 
in the interests of world peace, for they had been living in sensitive areas at points 
of potential friction. 


How the program was financed 

29. Israel’s resettlement program substantially reduced the expenditures of 
international relief agencies and of our own Government. For, prior to their 
transfer to Israel, great numbers of the displaced persons had been wards of those 
agencies and of the American Government in Germany and Austria. 

30. Theoretically and morally, the salvation of displaced persons was an inter- 
national responsibility. But Jews throughout the world, concerned for their kin, 
took a great part of the burden upon themselves. From 1948 to 1950, the Ameri- 
can Jewish community raised approximately $230,000,000 to assure permanent 
sanctuary in Israel for the refugees. This is exclusive of large contributions to 
Jewish Palestine before the state was established. The Jews of Israel surpassed 
even American Jewry in self-sacrifice. The 650,000 Jews living there when the 
state was created contributed more than $245,000,000 through taxes, advances, 
and gifts for the reception of the newcomers during the same period. 
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31. In contrast to this $475,000,000, sums provided by international and gov- 
ernmental assistance were not large. During the 3-year period, the Internationa) 
Refugee Organization paid to the Joint Distribution Committee and the Jewish 
Agency for Palestine a total of approximately $21,000,000 for transportation costs. 

32. Israel was not included in the ECA, nor did the economic program for 
Palestine which the President proposed in 1946 develop. The assistance Israel 
has been able to secure in the United States has been primarily in the form of loans. 
The United States Export-Import Bank authorized 15-year loans totaling $135,- 
090,090 at 3'5-percent interest for machinery, equipment, and supplies to be pur- 
chased in this country. The United States entered into a point 4 agreement for 
$100,000 to train Israel technicians. Under the Smith-Mundt bill, $87,580 was 
allocated for the exchange with Israel of professors, specialists, students, ete. 
Through American charitable organizations which assumed the transportation 
costs, the Department of Agriculture channeled surplus agricultural commodities 
valued at $23,003,000. This aid has been warmly appreciated by the people of 
Israel and it is gratifving that our Government has given this measure of assistance 
to the new State. But it must be emphasized that the greatest part of this un- 
precedented immigration was financed by the sacrifices of the people of Israel and 
the unparalleled philanthropy of the Jewish people of the United States. 


The effect on Israel’s economy 

33. The great influx of immigrants, coming at the average rate of more than 
4,000 a week (it was 7,000 a week in April 1951) has resulted in an adverse trade 
balance characteristic of all countries flooded by new settlers while in the early 
stages of economic development. Israel must import far more than she can 
export. In 1950, imports totaled $287,220,000 while exports brought in only 
$36,960,000. With its limited dollar supply, Israel has had to choose between 
meeting the daily needs of its expanding population and acquiring the machinery 
and materials essential to make its people productive. It chose the latter course 
and its people have had to pull in their belts. The story of Israel’s economic 
crisis is told most grimly by Israel’s rations. An Israeli is allowed no more than 
4.3 ounces of meat each week (if it is available) and no more than three eggs 
each week. And some weeks, he does not receive even that. 

34. Israel’s economic problems are intensified by the need of maintain large 
military forces and to be ready for any military eventuality.—Israel has repeatedly 
declared its readiness to nezotiate a peace settlement with its Arab neighbors. 
Unfortunately, these efforts have not yet culminated in peace. As a result of this 
abnormal political situation, there is no official trade between Israel and its 
neighbors. Israel cannot acquire food nor sell its products in its immediate 
vicinity. It must bring some of its imported products from long distances at 
much greater expense. This blockade, which the Arab states have vowed to 
tighten although it does injury to the Arabs no less than to Israel, makes further 
inroads on Israel’s hard currency. 


The task is far from completed 

35. The inescapable fact is that Israel’s enormous tasks and responsibilities are 
inadequately financed, despite the outpouring of philanthropy and the sacrifices 
of the population. There is much more to be done. The end is not in sight. 

36. There are large Jewish communities which cannot remain where they are. 
They must emigrate to Israel. It is their only hope of deliverance. At this 
moment there is a dramatic exodus from Iraq; where a reign of terror has been 
visited upon the Jewish community, the oldest in the world. More than 100,000 
Jews have registered to go to Israel. By government decree, Jewish bank ac- 
counts and property amounting to $44,000,000 were frozen. In 1950, 26,492 
Jews came out of Iraq to Israel; in the first 4 months of 1951, another 45,775; in 
April 1951, they came at the rate of 5,000 a week. 

37. Meanwhile, immigration of Jews from other countries must go on. The 
threat of world conflict impels oppressed Jewish minorities to find haven while 
they still can. The Israel Government cannot assume the moral responsibility 
of delaying the migration of any Jewish community whose security is threatened. 
The brutul extinction of 6,000,000 Jews in World War II sears the memory of every 
Jew. The Government of Israel is determined that nothing shall be left undone to 
rescue those who still survive. Jews everywhere understand and share that 
determination. This historic impulse will not be denied. 


IV. ISRABL’S 3-YEAR PROGRAM 


38. Concerned with Israel’s needs and responsibilities, leaders of the American 
Jewish community and the Israel Government, meeting in Jerusalem last Septem- 
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ber, agreed on a 3-year development program to consolidate and expand the 
economy of the State and to make possible the absorption of another 600,000 
immigrants whose entry within the next 3 vears is imperative. 

39. The estimated cost of this 3-year program is $1,500,000,000. To raise 
this sum, the people of Israel are ready to make continued sacrifices. They have 
undertaken to provide one-third of the goal—$500,000,000. Jewish communities 
throughout the world and expecially in the United States have promised to 
continue contributing to the United Jewish Appeal, to stimulate private invest- 
ments in Israel and to purchase Israel bonds. 


Mortgaging Their Future 

40. The Tsrael Government’s $500,090,000 bond issue went on sale in tlie 
United States on May 1, 1951. There are two issues: One, 15-vear 3'-perceni 
coupon bonds, and the other, 12-year saving bonds which mature at 150 percent 
of issue amount. Thus the people of Israel, providing a large part of the cost of 
their 3-vear program out of taxation, savings, sharing, and gifts, are, in addition, 
mortgaging their future earnings for vears to come by this large-scale borrowing. 
From the outset they have been determined to do as much as they could without 
appealing for outside help. 

41. Those who have suggested that the proposed grant for Israel should be 
converted into a loan should take into account the extent to which the people of 
Israel have already sacrificed and obligated themselves and to consider further 
that 83 percent of the United States foreign-aid program for other countries in 
1949 was in the form of grants rather than credits, and that in 1950, grants 
accounted for 92 percent of the program. (Source: Department of Commerce.) 

42. Clearly, this rehabilitation and development program is of such magnitude 
that it cannot be completely financed by private effort alone. It is for this 
reason, and because of the international significance of Israel’s effort, that an 
appeal is being made to the Congress of the United States to aid Israel as it has 
aided so many other freedom-loving countries. 


Vv. THE EFFECT ON RECIONAL AND WORLD STABILITY 


43. Some Arab League leaders have already attacked the prorosed American 
aid to Israel] (indeed, they go so far as to attack American aid to the Arabs). It 
will therefore be contended that assisting Israel will alienate the Arab states, 
which still maintain economic, political, and guerrilla war against the new state. 

44. The threat of Arab displeasure is not a new argument. It has been pro- 
jected into every turn of the Palestine debate for the last 30 vears, and discredited 
by every development. On the eve of World War II, as a concession to the 
Arab states, immigration to Jewish Palestine was sharply restricted, and untold 
thousands of Jews who might have found sanctuary there were condemned to 
die in Hitler’s death camps. Yet, despite this tragic bribe, the Arab states re- 
mained neutral and nonbelligerent, refusing to join the Allied forces, and Arab 
leaders collaborated with the Nazis. To suggest that Israel should be offered 
up to the Arab states as the price of their appeasement and therefore to reject 
Israel’s urgent plea would be injustice. It would make the United States a 
partisan on the side of those who engage in boycott and war. It would further 
that boycott and war. 


Congress—Not Arab League—Must Decide 

15. On the other hand, if the United States grants Israel assistance, ignoring 
Arab threats and complaints, it will promote the pacification of the Near East. 
For it will encourage those elements in the Arab world which seek a peaceful 
settlement with Israel. It will demonstrate the futility of the misguided policy 
of those who spurn peace and strive for Israel’s economic collapse and eventual 
military subjugation. 

46. The relations between Israel and the United States, affecting the pace of 
Israel’s growth and development, the life and security of the hundreds of thou- 
sands who have found home and freedom in Israel, concepts of American security 
in a strategic area—all these must not be determined by the Arab League. They 
are matters for our own Congress to decide. 

47. The President’s message calling for economic assistance to the Arab states 
and Israel in a regional program brought angry protests from Arab nationalists, 
directed against the proposition that the Arab states become beneficiaries of the 
United States. Arab countries have been reluctant to ask for American assistance 
lest they thus forfeit their independence. 
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On May 29 and 30, dispatches reported indignant reaction in Damascus and 
other Arab capitals. The New York Times said on May 29: 

“Khaled al Azam, Syrian Premier, responded cautiously to the uproar in thx 
press and the comments by various political leaders. Without mentioning directly 
the American aid offer, he told Parliament tonight: 

‘“* ‘We are not ready to barter our liberty and independence, and we are not 
ready to sell our liberty for afew coins. We are well aware of the importance of 
the geographical location of our Arab countries.’ 

“Radical leaders in Parliament were not cautious. Mustafa al Sibai, chief of 
the Islamic Socialist front and the principal preacher of the Moslem Brotherhood, 
made this warning in a press declaration: 

‘“* ‘Although we need military aid, we refuse to throw our sons and our country 
into the furnace of a war in which we have no interest. To place us on an equal 
footing with Israel is, I fear, the result of a desire to extend military aid to Israel 
without provoking Arab anger.’ 

‘‘Maaruf al Dawalibia, who created a sensation when, as Minister of Commerce 
in the previous Cabinet, he proposed a pact with Russia, said: 

* “The Arabs will not benefit from this proposed American aid. Israel will 
receive tenfold the Arabs’ share. To accept aid would amount for Arabs to com- 
mitting suicide.’ ”’ 

48. Arab indifference and hostility to American assistance would seem to in- 
validate proposals that Israel’s needs and request should be considered only in 
the context of a regional arrangement. It is inequitable to “equate” Israel with 
the Arab states in a foreign aid program. In such an approach there is the danger 
that aid may be allocated on the basis of mechanical calculations—area, popula- 
tion, etc.—which ignore the dynamie factors of need, growth, and opportunity. 
All the states of the Middle East need aid. The only fair approach is to allocate 
them aid on the merits of their objective needs which do differ widely, and not to 
attempt artificial equalization. Account must be taken of the vast differences 
between Israel and the Arab states: 

(a) Israel asks for assistance. The Arab states make no such request. 

(b) Israel needs assistance because its population is growing and it does not 
have the resources to absorb all its newcomers. The Arab states remain static 
and their rulers reveal no passionate desire to improve their lands or raise the 
standards of their peoples. Significantly, the recent border clashes arose out of 
Syria’s bitter opposition to the Israel project to drain malaria-infested marshes. 
The incident illustrates the incongruity of permitting countries whose leaders 
make war against reclamation of the land to determine the standards, objectives, 
and progress of a region. 

(c) Israel faces economic difficulties and an acute foreign exchange deficit. The 
Arab countries have had substantial hard currency income from oil royalties, 
cotton crops, tourist trade, and the tolls of the Suez Canal. But rather thanspend 
their funds on the development of their economy, Arab rulers prefer to use their 
balances to import expensive cars, jewelry, radios, and other luxury goods. These 
countries are heavy purchasers in the gold markets of the world. 

(d) Israel is a democratic country, standing with the democracies. The Arab 
states are semi-feudal societies, whose rulers are primarily concerned with the 
maintenance of their own status. The Arab states stand by themselves. ‘Thus 
Syria and Egypt refused on May 18, 1951, to join the west in imposing sanctions 
against Communist China, at the United Nations. 


Initiative must not be crippled 

49. These differences in attitude and need make it extremely difficult—if not 
impossible—to find a fair formula for the allocation of assistance on a regional 
basis. The refusal of the Arab states to promote development must not be used 
as a curb on Israel’s progress. Israel, having survived its neighbors’ hostility 
must not be crippled by their inertia. 

50. Nor should this attitude of the Arab states be permitted to prejudice the 
proposed resettlement of the Arab refugees, victims of the war of aggression 
launched against Israel by the Arab states and the Arab Higher Committee in 
1948. The program of financial assistance to the Palestine refugees contained in 
the President’s message of May 23, 1951, should be given favorable consideration, 
independently and on its own merits. Funds are urgently needed for the resettle- 
ment of the Arab refugees, just as they are required for the resettlement of the 
Jewish refugees coming into Israel. Neither of these humanitarian projects should 
be allowed to suffer because of the apathy and hostility of the leaders of the Arab 
League. 
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51. Israel has not objected to economic aid to the Arab states. It favors social 
development and rising standards throughout the Near East for it looks forward 
to the time when all states in the area will unite in economic cooperation. Israel’s 
economic program—the simultaneous rehabilitation of the people and reclamation 
of the land—wiil eventually give stimulus to similar development elsewhere in the 
Near East. Here is a pilot plant—an example of what can be done in underde- 
veloped areas. It will lift the hopes and aspirations of other peoples. The gov- 
ernments of the neighborhood may, by the force of Israel’s example, be compelled 
to join in the development of their own neglected lands, the stimulation of produc- 
tion, the expansion of trade and—above all, the emancipation of millions of people 
from want, ignorance and disease. 

52. But, until these governments are aroused from their lethargy and in- 
difference, Israel must not be penalized and denied the assistance it so vitally 
needs. If Israel can overcome its economic problems, if it can achieve stability 
and raise the living standards of its people, it will have demonstrated the integrity 
of democracy in the undemocratic Middle East. Should Israel succeed, democ- 
racy will win new adherents and allies among many millions of people who have 
not attained full political freedom and economic equality. But should the one 
advocate of democracy in the area fail, the democratic concept would be discredited 
in a crucial frontier zone and antidemocratic propaganda would reap a harvest. 
Feudal soils are fertile ground for alien ideologies. 





VI. CONCLUSION 


53. Aid to Israel means aid to a people eager and ready to aid themselves. 
Their country is poor in natural resources but rich in a major asset—people, who 
have made the most of very little. Whatever aid is given them, they will multiply 
many times by their initiative, their enterprise, their dedication to their inde- 
pendent future. 

54. Aid to Israel means: 

(a) A continuation of the American policy of friendship for the new State 
which our country helped to create. 
(b) The regeneration of masses of homeless people, of an undeveloped land 
and of unexploited resources. 
(c) The strengthening of the economy, the agricultural and industrial 
— and the military force of the one genuine democracy in the Near 
Dast. 

Finally, aid to Israel means strengthening the United States and the United 
Nations. It means fortifying the one community in the strategic Near East 
which is strongly determined to defend its independence and the part of the world 
in which it stands. 





Text or Nate PresENTED BY THE AMBASSADOR OF IsRAEL, ABBA S. EsBan, 
TO THE SECRETARY OF StateE—ReEQUEsST FOR GRANT-IN-AID 


1. The Ambassador of Israel presents his compliments to the Honorable the 
Secretary of State and has the honor to submit herewith a request by the Govern- 
ment of Israel for financial assistance by grant-in-aid from the United States of 
— to the extent of $150,000,000 for the period July 1, 1951, to June 30, 

2. After estimating its potential sources of foreign exchange for that period, 
and notwithstanding the remarkable efforts and sacrifices which the people of 
Israel are making toward the attainment of economic stability, the Government 
of Israel still faces the prospect of a considerable dollar deficiency. If this shortage 
cannot be made pened it will become impossible to maintain living standards 
even at their present reduced level, while Israel’s industrial and agricultural 
development is liable to become impeded, or even paralyzed, through lack of 
continuous supplies of raw materials and capital goods. On the other hand, the 
availability of adequate dollar exchange would enable Israel to advance rapidly 
toward increased productivity and economic equilibrium during the coming few 
years of heavy immigration. 

3. The Government of Israel has observed the historic role of the United States 
aid programs in enabling many other friendly countries, in similar emergencies, 
to achieve rapid economic recovery. It also recalls with gratitude the many 
acts testifving to the special ties of friendship between the peoples of the United 
States and Israel. In that spirit the Government of Israel now calls attention 
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to its economic problems, many of which go far beyond the normal scope of na 
tional responsibility. 

4. Immediately upon the proclamation of its independence, and while stil! 
struggling against heavy odds for sheer physical survival, Israel set itself to 
discharge the primary mission for which it was established. Waves of immigratio: 
have converged upon Israel from all parts of the world, especially from Centra) 
Southern, and Eastern Europe, and from Islamie countries in West Asia and 
North Africa. The Jews remaining in Central and Eastern Europe are but th: 
pathetic remnants of once prosperous communities whose manpower and instity 
tions were ruthlessly consumed by murderous persecution unparalleled in th. 
annals of history. Their desire to abandon the scene of their people’s agony and 
martyrdom is overpowering. It is reinforced by their inborn preference for a lif 
of democratic freedom in a society which upholds as the chief foeus of nationa! 
pride the very Jewish traditions and associations which had been the target of suc! 
brutal persecution in Europe. On the other hand, in many parts of the Moslem 
world Jewish minorities have lived for centuries under an intermittent and 
precarious tolerance, punctuated by periods of disorder and oppression. — [1 
recent generations the rise of a strong national consciousness throughout this areca 
has imparted to Jewish minorities a sharpened sense of separateness and insecurity 
At the same time, the echoes of Israel’s achievement have awakened a messianic 
urge for redemption, which makes Jewish minorities in Arab countries increasing] 
unwilling to sustain a lot so stoically borne by their ancestors for centuries past, 
as long as it seemed inexorable. An independent state which makes the absorptio: 
and rehabilitation of Jewish immigrants the central purpose of its life has become 
a compelling magnet to all Jews who lack freedom and dignity in their present 
abodes. This is one of the spontaneous and irresistible movements of mass 
migration which have revolutionized the history of peoples. In recent months 
the threat of world conflict has added a fresh incentive to Jewish immigration 
a desperate urge to find shelter before the storm breaks, and while liberty of 
movement still remains. 

5. While the rate and scale of immigration to Israel are largely determined by 
conditions in Europe and the Moslem world, Israel’s resolve to accept immigrants 
without restriction is animated by a sense of inescapable responsibility. The 
people of Israel are theselves, for the most part, immigrants—survivors of po- 
groms and persecution; they know well that to refuse entry to their kinsmen now 
mav mean the renunciation of that crucial opportunity forever. Indeed, some 
countries have actually established official deadlines before which all prospective 
emigrants must leave. It is inconceivable that Israel can incur the moral re- 
sponsibility for whatever might befall Jews who seek admission to Israel and are 
denied it. Jewish communities throughout the world, and especially in the United 
States, have spent much effort and sacrifice on Israel’s behalf, in the clear expecta 
tion that they were thus establishing a permanent haven for all oppressed and 
insecure Jews in need of a home. It is noteworthy that President Truman’s 
recommendation in 1946 for the transfer of Jewish displaced persons from Europ: 
to Palestine marked the beginning of the United States specifie interest in tly 
search for a solution of this problem. Thus, every circumstance of humanitariar 
concern and moral principle compels Israel, with the fervent approval of its ow: 
public and of Jewish opinion everywhere, to uphold and maintain freedom of 
immigration. Moreover, from the viewpoint of Israel’s own interest, even if 
heavy immigration is accounted an economic liability in the short term, it must 
certainly in the long run be regarded as an asset, since it will enhance Israel’s self- 
reliance, its economic strength, and its creative capacity. 

6. The conditiohs which govern the scale of immigration to Israel can well be 
illustrated by reference to the Jews of Iraq. When the Government of Iraq 
allowed Iraqi Jews to register for emigration, it was thought by many observers 
that no more than 30,000 would exercise that option. In fact, about 105,000 
out of a total 130,000 Jews registered for emigration and made plans to leave for 
Israel. On receiving permission to leave the country, an Iraqi Jew loses his 
citizenship, whereupon it becomes urgent to effect his emigration without delay. 
In recent months, the Government of Israel has been exhorted by the Govern- 
ments of the United States and by the United Kingdom to make every effort to 
speed up the evacuation of Iraqi Jews. The Government of Israel, in pursuance 
of its own policy, has increased the monthly rate threefold in full knowledge of the 
resulting aggravation of its financial problems. 

7. As a result of this immigration, the dominant feature in the life of Israel is 
the spectacular increase of its population. On May 14, 1948, the Jewish popula- 
tion of Palestine was 650,000. Between that date and the end of 1950, 511,000 
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immigrants have entered the country, representing a 78-percent increase in the 
over-all population total. About half a million new immigrants are expected to 
arrive within the next 3 or 4 vears. By the end of 1954, Israel will have trebled 
its population mainly by immigration. This rate of population increase has no 
precedent; manifestly it calls for a financial effort on an unusual scale. 

8. In receiving these immigrants Israel has solved problems which would other- 
wise fall on international agencies and on other governments. For example, the 
admission to Israel of nearly all Jews from displaced persons camps in the American 
zone of Germany has directly liberated the United States Treasury from a con- 
siderable and continuous expenditure. For many vears the European refugee 
problem had baffled the resources and capacity of the refugee organizations estab- 
lished under the auspices of the League of Nations and the United Nations. Israel 
has absorbed large numbers of refugees who were the objects of this international 
concern, without even having received any reparation from Germany for the whole- 
sale spoilation and destruction of Jewish property in Europe. Moreover, by ab- 
sorbing Jewish communities which were living in conditions of insecurity or 
discrimination, Israel has eliminated potential points of fretion and instability 
in more than one area of the world. 

9. The difficulty of financing the absorption of this enormous population increase 
has been aggravated still further by Israel’s defense burdens. At its very incep- 
tion, Israel was forced to mobilize all its resources in fighting, alone and unaided, 
its battle of survival against overwhelming odds. The aggressive onslaught of 
the Arab States was successfully repelled: vet their persistent refusal to conclude 
a final peace settlement continues to strain the resources of Israel by necessitating 
heavy defense expenditure, on which also the mounting international tension has 
an inevitable bearing. 

10. In addition to the burdens imposed by immigration and defence, the 
Government of Israel has undertaken to make its due contribution toward the 
solution of the Arab refugee problem in the Near East. It has declared its will- 
ingness to support the reintegration fund to be established by the United Nations 
by paying into it funds accruing from compensation for abandoned Arab lands, 
on the understanding that such funds will be used for the permanent resettle- 
ment of Arab refugees in conditions which would conform with their own welfare 
and with the ultimate stability of the Near East. Under this arrangement, 
which has been publicly announced in the United Nations, Israel is probably 
assuming a heavier financial commitment in the Arab refugee problem than any 
other single member Government, notwithstanding the fact that the problem 
itself was actually created in the course of a deliberate attempt to destroy Israel’s 
existence, as a result of which Israel sustained heavy and widespread material 
damage. 

11. A country which increases its population by 80 percent in 2‘ years, while 
simultaneously sustaining a heavy burden for its defense and preparing to make 
a substantial financial contribution toward the solution of the Arab refugee prob- 
lem, cannot obviously develop its productive resources to the extent required 
by these vast burdens without massive outside assistance. Israel, however, has 
itself made a maximal effort to solve the economic problems with which it has 
been confronted. This effort has been made in two directions. On the one 
hand the standard of living of the population has been drastically reduced. On 
the other hand, every possible means has been adopted to increase production 
in both agriculture and industry, with impressive results. Whereas the popula- 
tion increased by 80 percent in 2‘ vears, agricultural production rose during 
the same period by 70 to 80 percent and industrial production by 40 to 50 per- 
cent. It is clear, therefore, that Israel is seeking supplementary externa! aid 
only after having imposed upon itself heavy sacrifice and considerable self-denial. 

12. The magnitude of the effort which Israel has put forth for its own economic 
development is illustrated by the achievement of net new investment of approxi- 
mately the equivalent of $190,000,000 in the calendar vear 1949, and of approxi- 
mately $275,000,000 in 1950. This new investment was equivalent to more 
than 25 percent of Israel’s total national income in 1949, and to more than 30 
percent of the national income in 1950. Yet, Israel now proposes further to 
raise its annual investment target to the equivalent of approximately $500,000,000. 
There is no choice: no lesser target would be compatible with the full productive 
employment of Isracl’s people. But it is obvious that the gap in the balance 
of payments, which is the most striking expression of Israel’s economic difficulties 
cannot be closed by its own exertions in the immediate future. 

13. Since heavy immigration seems certain to continue for the next 3 or 4 
years, the consequent dislocation of Israel’s economy is bound to persist for that 
period. The very measures which Israel is adopting to add to its productive 
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capacity are liable, in the short run, to increase the disturbance in the balance of 
payments. The required diversion of Israel’s own resources from production for 
current consumption to investment work will create inflationary pressure on 
scarce supplies of consumption goods. Israel is grateful for the great contribu- 
tion to her long-term productive facilities which is being made through the credits 
of $135,000,000 received from the United States Export-Import Bank. Israe} 
also places great reliance for her economic development on the resources for pro- 
ductive purposes which will be sought through the sale of bonds to the public in 
the United States of America. These imports for specific investment purposes, 
however, need to be supplemented by a diversion of Israel’s own productive 
capacity from consumption needs to the production of capital goods. The grant- 
in-aid from the Government of the United States, for which the Government of 
Israel is herewith applying, would bridge this gap in the availability of consump- 
tion goods until the increased production of Israel, which will be the consequence 
of the capital imports, can catch up with the needs of the population and assure 
economic stability. This American aid, extended over a brief period of time, can 
lead to the achievement of Israel’s economic equilibrium, in full conformity with 
the concept of economic recovery which has inspired the aid programs of the 
United States since their inception. 

14. Most prominent among the purposes for which grant-in-aid assistance is 
requested is one most directly connected with immigration: If the immigrants 
are to be employed productively, they must have houses near their places of work. 
The house to be provided is of the simplest character, having an average total 
cost of approximately I1L750, the equivalent of $2,100. At the present time, 
many tens of thousands of immigrants are in huts and tents. The average housing 
rate of the population of Israel is three persons per room, while a large part of the 
population lives at the standard of five persons per room. To alleviate this 
shortage, it is proposed to build approximately 70,000 housing units in the year 
July 1, 1951-June 30, 1952, to accommodate roughly 250,000 persons. The 
total cost would be approximately $150,000,000—and Israel is reconciled to the 
need for meeting by far the larger part of this total cost from its own resources. 
A grant-in-aid of approximately $30,000,000 is needed to meet foreign exchange 
costs of materials, imported fixtures, and construction machinery. Israel’s own 
investment in the program would be four times as great as the requested grant-in- 
aid. 

15. Grant-in-aid assistance in the form of supplies needed specifically to restrain 
the stress of the inflationary pressures is requested in the amount of $105,000,000. 
As mentioned above, in the year July 1, 1951—June 30, 1952, Israel will be at- 
tempting to raise her total investment towards the target of an annual rate of 
approximately $500,000,000. Even under a system of austerity, Israel will 
require, in the year July 1, 1951-June 30, 1952, at the price levels which prevail 
today, about $225,000,000 of imports apart from imports for specific investment 
purposes. 

16. An additional grant-in-aid of approximately $15,000,000 is requested for the 
insurance and shipping costs connected with the delivery of the above com- 
modities in Israel. This amount has been estimated on the assumption that the 
affected commodities would be purchased not only in the United States but also in 
other friendly countries, from which shipping costs might in some cases be lower 
than from the United States. 

17. The specific uses of the requested grant-in-aid might then be outlined as in 
the following table: 


Approximate list of purchases to be financed with requested grant-in-aid 


A. Materials, fixtures, and equipment required to be imported for 
the construction of 70,000 housing units_---------- _. $30, 000, 000 
B. Supplies required to restrain the inflationary pressure of the in- 
vestment and defense programs: 
(a) Wheat : $25, 000, 000 
Oe NS RA er A See 15, 000, 000 
(c) eapete a rN ie ia a ak and 10, 000, 000 
(d) Fertilizers and seeds___.....--..------- 10, 000, 000 
(e) Cotton, other fibers, and textile materials. 10, 000, 000 
(f) Leather, hides, chemicals, and minor ma- 
REPO IEEE OL ET LT 10, 000, 000 
(g) Petroleum 25, 000, 000 
—_—————— 105, 000, 000 
C. Shippi ins e servi 15, 000, 000 


150, 000, 000 
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18. The close link between economic stability and political freedom is becoming 
mereasingly understood in all parts of the world. The future of Israel’s social 
and pelitical system is an issue of direct consequence to the cause of world democ- 
racy. Israel has established a parliamentary democracy in an area where 
democratic ideals and principles have not yet struck deep roots. While many 
countries have recently achieved institutional freedom, not all have simul- 
taneously fought with any marked effect against the traditional social and eco- 
nomie inertia which condemns countless multitudes to a life of squalor and misery. 
Unless democracy proves its capacity both to insure political freedom and to 
realize a vision of society based on expanding horizons of material welfare and 
cultural progress, it will find itself hard-pressed in its struggle to compete against 
feuds] traditionalism on the one hand and modern negations of political democracy 
on the other. The success of Israel’s efforts to combine political freedom with 
economic progress will certainly affect the prestige of democracy in the crucial area 
of which Israel is a part. Israel’s experience and achievement in soil conservation, 
land development, irrigation, technological research, industrial progress, as well 
as in cooperative organization and social freedom, are intimately relevant to the 
most acute problems which afflict such wide areas of the Near East with conditions 
of backwardness and dearth. Thus, any strengthening of Israel]’s efforts to achieve 
a high degree of development must be regarded as a contribution to the progress 
and stability of the entire Near East. For, despite the transient political conflicts 
which now divide it, the Near East cannot in the long run fail to be affected by 
progressive examples. In this respect, too, aid to Israel would fully conform with 
the principles which have determined the United States’ aid programs. 

19. On June 20, 1922, the Congress of the United States of America unani- 
mously recorded its sympathy for the “aspirations of the Jewish people to rebuild 
their ancient homeland.” On December 19, 1945, the Congress, in a concurrent 
resolution, advocated the establishment of a democratic commonwealth in Pales- 
tine ‘‘to the end that the country should be opened for free entry of Jews.”” Ina 
resolution of greeting on the anniversary of Israel’s independence in May 1950, 
the United States Senate paid tribute to the emergence of Israel as an objective 
in which the American people had indicated their sympathetic interest for many 
vears. In the last three decades successive Presidents of the United States have 
associated the American people, by close bonds of sympathy and support, with 
the rebirth of Israel as a modern embodiment of an ancient tradition which 
bequeathed to the world some of the basic moral ideals on which western civiliza- 
tion is founded. At every decisive stage in Israel’s recent development, the 
efforts and sacrifices of Israel’s people, and of Jewish communities working for 
Israel’s welfare, have received notable support from the President, the Govern- 
ment, and the Congress of the United States of America. American representa- 
tives in the United Nations have carried this policy into the highest international 
forum. Israel will always feel the most profound gratitude for the memorable 
steps taken by President Truman and the Government of the United States in 
favor of the reestablishment of an independent Israel, its official recognition, and 
its formal admission to the world community. In seeking the support of the 
United States for its arduous task of economic development and consolidation, 
and for its unprecedented efforts in providing homes for so many within so short 
a time, the Government of Israel is advocating the maintenance and extension of a 
traditional relationship firmly established in the hearts of both peoples. 


Mr. Lirsxy. Subsequently, Representatives John W. McCormack 
and Joseph W. Martin, Jr., introduced identical bills into the House 
authorizing a grant in that amount. In the Senate, similar legisla- 
tion was introduced by Senators Paul H. Douglas, Robert A. Taft, 
and 34 other Members of that body. This legislation has won wide- 
spread support in the Congress and throughout the country. We re- 
spectfully urge this committee to take these bills into consideration 
in the discussion of amendments to title II of the proposed Mutual 
Security Program. 

It is our purpose here to present the reasons why we consider the 
allocation proposed in title IIT wholly inadequate. My associates 
here will contribute the factual data. Dr. Joseph Schwartz, the ex- 
ecutive vice president of the United Jewish Appeal, will describe 
Israel’s immigration program. Mr. Robert R. Nathan, the eminent 
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economist, who has mastered the economic facts of Israel, will dis 
cuss Israel’s economic problems and their solution. They will be 
available to answer questions dealing with these aspects of the matter. 

American interest in Palestine, now Israel, was rooted in an ancient 
tradition that the scattered Jewish people, suffering disabilities and 
persecution in many lands, would one day return to “Zion and Jeru- 
salem,’’ free to live their lives in their own way. The aim was the 
settling of Jews in Palestine with the good will and cooperation of the 
civilized nations. 

The beginnings of the Jewish colonization of Palestine were difficult 
and progress was slow. It met with many obstacles, internal and 
external. Finally, during World War I, in 1917, the Allied nations, led 
by England and the United States, recognized the historical connection 
of the Jewish people with Palestine, proposed the creation of the 
Jewish National Home, and, when the League of Nations was or- 
ranized, issued a mandate to England to become the trustee of 

alestine for the purposes of the Balfour Declaration. 

The lofty sentiments that inspired the authors of the declaration 
were not fulfilled. The mandatory power soon began to interpret the 
mandate to mean a dual purpose in Palestine, one to its Arab inhabit- 
ants, the other to the national aspirations of the Jewish people. 
Finally, it virtually annulled the declaration in its white paper of 1939. 

During the entire period—from 1897 to 1939—the Jews of America, 
cooperating with Jews of other lands, gave expression to their con- 
fidence in the ultimate fulfillment of Jewish hope, and their humani- 
tarian interest in their kinsfolk, by contributing their moral and 
financial support to the Jewish settlement in Palestine. Through our 
efforts the absorptive capacity of the desolate land was enhanced, 
a network of farming communities was developed, cities and roads 
were built, schools, technical institutes, and a university were estab- 
lished, and the ancient Hebrew language was reborn. The Jewish 
population increased from 84,000 in 1922 to 445,000 in 1939. 

The early development took place under relatively normal condi- 
tions. But 1930 witnessed the beginning of an anti-Semitic move- 
ment unparelleled in history which rose to a rapid climax of tragedy, 
resulting in .:e death of 6,000,000 Jews and the scattering of the sur- 
vivors to all parts of the world. The madness of genocide seized the 
German people and all who came under their influence. The poison 
of anti-Semitism seeped through the democratic defenses of many 
lands, including, for a time, our own. The refugee Jew became the 
moving symbol of the Jewish tragedy; and the closed door of the 
Promised Land, the index of man’s nhumanity to man. ‘ 

That Jews everywhere should have been stirred to their depths by 
the great catastrophe was not surprising. They would have been 
untrue to the common instincts of blood relationship had they not 
come forward with generous sacrifices to relieve the plight of the sur- 
vivors. The humanitarian feelings of large masses of non-Jewish 
Americans became involved, and were reflected in repeated expres- 
sions of sympathy and good will by our own Government. This 
committee’s strong declaration in 1945 greatly encouraged our efforts 

The motive that led to the establishment of the State of Israel was 
not one of merely setting up a territorial state. The state was the 
form freedom had to take at that moment in Jewish history. It was 
incidental to the creation of a haven of refuge for the oppressed. It 





Beresaanws. 


OMe aah i at ae Sesh 8 Hei gt ho ONIN y 


NFR PM RET res Hea 





THE MUTUAL SECURITY PROGRAM 657 


was an essential preparatory act for the in gathering of the exiles. 
It was the vessel in which was to be poured the ideals of the Jewish 
people—their concepts of justice and democracy, teoir ideal of 
brotherhood of all peoples, their tradition of peace, It was the only 
way for them to defend their way of life; no longer to be helpless and 
unarmed when attacked; to be free as a matter of right. These ideals 
were not to be fostered in isolation behind iron walls of prejudice and 
ill-will. There was to be free trade with the world —in material goods, 
in ideas, in knowledge of the ways of noble living. Once again, the 
voice of a rejuvenated Jewish people would emanate from their own 
land and would be heard in the councils of the nations. 

The tragedy of Jewish life did not end with the defeat of Hitler 
and the Nazis, with the rescue of the prisoners awaiting death in the 
concentration camps of Germany. The flight of the survivors in the 
direction of the Promised Land began vears before the end of the war, 
but the Promised Land was blockaded. Those who returned in spite 
of the blockade were hounded as “‘illegals.’’ Palestine was partitioned 
by the vote of the United Nations. The British gave up their mandate, 
which led to the proclamation of the Jewish State. Israel was estab- 
lished under the pressures of disaster. No sooner was its authority 
created than there followed a declaration of war by the neighboring 
Arab States, and reborn Israel was encircled by forces intent upon its 
destruction. It had to fight its way through obstacles which tested 
its staying powers, its courage, and its dedication to the cause of 
freedom. And, unhappily, the end of the war was an armistice, not the 
beginning of real peace. 

The administration of government in Palestine was left in great 
disorder. Israel had to improvise its own forms of government. It 
had to assemble an army of defense in the face of invasion. At the 
same time, however, the doors were opened wide to the masses of 
fugitives from Europe and other lands where the refugees had been 
crowded, awaiting the signal of liberation. Over 640,000 refugees 
were admitted into the struggling country in 1948, 1949, 1950, and the 
first half of 1951. Attention is called to the fact that of these new 
arrivals, over 300,000 came from Moslem countries in the Middle East. 
A country which increases its population by 80 percent in 2's vears, 
while simultaneously sustaining a heavy burden for its defense, ob- 
viously cannot develop its productive resources to the extent required 
by these burdens unless it receives outside assistance. The standard 
of living of the population has been drastically reduced to austerity 
levels, while every possible means has been adopted to increase pro- 
duction in both agriculture and industry. Israel has had to organize 
and pay for the transport of refugees. It has had to provide them 
with food and shelter on arrival. It has made provisions for the equal 
treatment of all the inhabitants of the country, including those Arabs 
who did not take up war against Israel and who remained in the 
country. 

In its desperate efforts to survive, Israel has had the great support 
of American Jews who came forward with unexampled generosity to 
help carry on a great humanitarian program and the redemption of 
their kin. 

In these struggling years, world tension has increased and threats 
to world peace cicaiied. The defenses of the democracies are 
menaced by totalitarianism, aggression, infiltration, and sabotage. 
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These tensions have retarded postwar recovery, forced the adoption 
of large military budgets, divided the world into blocs and placed 
the United States in the vanguard of the defenders of democracy. 

In this situation the Middle East has become of critical import- 
ance. Because of its low living standards, its lack of experience in 
the democratic way of life, its racial excesses, its backwardness in 
industrial production and the techniques of science, this region, 
occupying a vital strategic position, is peculiarly vulnerable to prop- 
aganda and military attack and must be given special and immediate 
objective consideration. 

The Middle East has not been given adequate attention in the 
strategy of democracy’s defense. This may be due to the fact that 
the area has been the scene of controversy, boycott, blockade, the 
development of unrestrained chauvinism, and racial animosities. 
The mood of peace is absent. Peace has not yet been achieved be- 
tween the Arab States and Israel. 

A general boycott against Israel is being preached by the Arab 
League. Iraq cuis off the flow of oil to the Haifa refineries. Egypt 
blocks the Suez Canal to Israel-bound trade and shipping. The 
armed forces of Syria interfere with the drainage of the Huleh swamps 
in Israel territory. Jordan still denies access to the Hebrew Uni- 
versity and the Hadassah Medical Research Center on Mount 
Scopus. And they continue the sinister policy of pressing Jewish 
people out of their territories by confiscation of property, denial 
of rights, and elimination from the economic structure. 

As Americans, we are vitally concerned with the organization of 
the democratic forces to oppose totalitarian aggression. Israel’s 
resourcefulness and stamina and courage give it an opportunity to 
establish at least one factor in the Middle East which, on its own 
merits, may be relied upon. The story of what the Jewish national 
home did for the Allied cause in World War II is instructive in this 
connection. 

The Jewish national home was prepared to take up arms against 
a common enemy with Britain when World War II broke out. A 
mass registration of Jewish volunteers for war service totaled 85,800 
men and 50,400 women. This recruiting was discouraged by Britain 
for reasons of its own. But ultimately 33,000 Palestinian Jewish 
volunteers served in the Army, Navy, and Air Force, and in full-time 
local defense. Over 26,000 served in various segments of the Allied 
front. There were 60 units in the Royal Engineers, Transport, 
Ordnance, and Mechanical Services. Selected civilian volunteers 
carried out secret raids in the Middle East and parachute missions in 
enemy Europe. Half of them lost their lives. 

Army orders totaling over 36 million pounds in the economic field 
were executed by Jewish industry. The Hebrew University, the 
Technical Institute at Haifa, and the Sieff Scientific Institute at 
Rehovoth performed technical and scientific services of special value. 
The armed services in Palestine and outside relied on skilled Jewish 
labor for important tasks of construction and repair. Jewish con- 
tractors, engineers, and skilled personnel helped to enlarge the oil 
refineries in Abadan, Iran; bridged the Euphrates; covered Syria 
with a network of roads and camps and maintenance airdromes in 
Iraq, Bahrein, and Cyprus. 
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Since World War II, Israel’s population has doubled. Its people 
are trained and battle-tried. They have fought and won their in- 
dependence. They have repelled invasion. This is a generation 
which rose from the degradation and enslavement of Hitler’s con- 
centration camps to the heights of freedom. They are determined 
never again to make the descent from those heights. They can be 
counted in the front ranks of democracy’s defenders. 

Moreover, during and since World War II, the land of Israel has 
been transformed industrially. The country is today the workshop 
of the Middle East. Its rapidly expanding military, industrial, 
and agricultural army is one of the strongest forces for freedom in the 
old world. 

It is against this background that we urge you to give adequate 
aid to Israel, as well as to the Arab states, on their own individual 
merits, assessing what each needs and what each can contribute to 
the welfare of the free world. Of course, we urge measures to insure 
the earliest possible resettlement of the Arab refugees. In our view, 
the amount provided for the Middle East in the Mutual Security 
Program should be substantially increased. We therefore urge the 
inclusion of Israel in the program for 1952 for an amount based on its 
own potentialities. This view is reflected in concrete form in the 
MecCormack-Martin bills. 

Israel is qualified as an outpost of western civilization. The 
pioneers who laid its foundation brought with them the Hebraic 
ideals which have greatly influenced the west. They have reintro- 
duced into their new homes modern arts, industrial skills, the sciences, 
and modern ways of life which they acquired in the western homes 
they had to leave. All their equipment, their skills, and their new 
experiences can be utilized in an atmosphere of friendly cooperation 
to transform the segment of territory they occupy into a pilot plant 
of great significance for the entire region. We plead that they be 
allowed to show their mettle in the struggle that lies ahead. As their 
American sponsors, we are certain they will meet the challenge with 
intelligence, courage, and the utmost of loyalty and sacrifice. Give 
them what they need and they will make good beyond your expecta- 
tions. Give them what they need for defense and they will make good 
beyond your expectations. 

Chairman Ricuarps. Mr. Lipsky, that was a very able statement. 

There will be some members who want to ask questions; some will 
not. So, I am not going to go around the table. 

Mr. Lipsxy. May I ask that you hear Dr. Joseph Schwartz and 
- Nathan, and then have the questions generally put to the three 
of us? 

Chairman Ricuarps. That is a good suggestion, particularly in 
view of the lateness. 

I believe I omitted to state for the record that Mr. Lipsky is chair- 
man of the American Zionist Council, and I would like to have the 
record show that. 

Mr. Lipsxy. And Dr. Schwartz represents the United Jewish 
Appeal. 

Chairman Ricuarps. We will now hear from Dr. Schwartz. In 
what capacity do you appear, sir? 
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STATEMENT OF DR. JOSEPH J. SCHWARTZ, REPRESENTING THE 
UNITED JEWISH APPEAL 


Dr. Scuwarrz. | appear as the representative of the United Jewish 
Appeal and as the former director general of the American Jewish 
Joint Distribution Committee. 

Chairman Ricuarps. Are you an official of the United Jewish 
Appeal? 

Dr. Scuwartz. I am the executive vice chairman of the United 
Jewish Appeal. 

Chairman Ricuarps. All right, sir, proceed with your statement 

Dr. Schwartz. Mr. Chairman and members of the committee, | 
have submitted a rather lengthy statement of some 20 pages, which 
I will not undertake to read to you tonight. I think that the time is 
short and the statement is available; so, I will just try to give you a 
brief summary of what that statement contains and some of the im- 
portant facts in connection with Israel’s immigration program. 

Chairman Ricuarps. Without objection, we will hear Dr. Schwartz 
in the manner he has suggested. But his entire statement will be 
placed in the record. 

Dr. Scuwartz. Thank you very much. 

(The statement referred to is as follows:) 


STATEMENT BY JOSEPH J. Scuwarrz, Executive Vick CHAIRMAN, UNITED 
JewisH APPEAL 


The last two decades have been the most momentous in the history of the Jews 
in modern times. 

Roughly two decades ago, we saw the coming to power of Adolf Hitler and 
the Nazi Party in Germany. 

A major policy in Hitler’s diabolic program to achieve world domination was 
as he so often avowed—the extermination of Europe’s Jews. 

The rise of Hitler saw a succession of incredible disasters befall the once-great 
Jewish populations of the Continent during a period of nearly 15 years. 

Then these very disasters were followed by events that constitute near-miracles: 
The rescue and rehabilitation of hundreds of thousands of Jews overseas who 
survived Hitler’s tyranny, and the reestablishment after 2,000 years of the State 
of Israel. 

History has never recorded a more amazing contrast than is provided by these 
juxtaposed events. 

When the liberating Army of the United States, together with the liberating 
armies of our allies, received the unconditional surrender of Germany on May 8, 
1945, there was revealed to the full view of the world the tragedy that was visited 
on the Jews in the Hitler era. 

American newspaper correspondents reported a terrible fact: of a prewar 
European Jewish population of 9,000,000 men, women, and children, 6,000,000 
were dead. 

In 15 years, the total world Jewish population had been reduced by more tha: 
a third. 

Entering for the first time into the newly liberated Hitler concentration camps 
such as Dachau, Bergen-Belsen, and Auschwitz—these same correspondents wer 
able to report that these places, so long hidden from the world’s view, were in 
reality death factories. 

In these camps, Hitler’s cohorts systematically put to death millions of old 
young, and weak. Systematically, too, the strong and able-bodied were forced 
to work on starvation rations until their strength ran out. Then they too were 
consigned to the Hitler gas chambers and the crematoriums. 

As for those who remained alive, they were a shattered, ragged remnant. 

In sharpest contrast to May 8, 1945, as it bears on the situation of Jews overseas, 
is 2 second May date—May 14, 1948. 

Three short years after Hitler’s overthrow, the Jewish people of Palestine- 
tens of thousands of them refugees from the Nazis—proclaimed the democratic 
republic of the State of Israel. 
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The ebb tidé of Jewish tragedy and suffering had given way to an incoming 
tide of hope and opportunity. 

In their Proclamation of Independence—so reminiscent of our own Declaration 
of Independence—the people of the State of Israel declared to the world: ‘The 
state of Israel will be open to the immigration of Jews from all the countries of 
their dispersion.” 

And now, just this last May, on the occasion of the third anniversary of the State 
of Israel, it was possible for the new State to announce that in 3 vears it had re- 
ceived upward of 600,000 Jewish immigrants, most of them the one-time victims 
of Hitler and his terrible persecution policy 

This fundamental change in the position of Jews overseas represents the joint 
accomplishment of three major forces: 

First, the people of Israel fought for their own independence against great 
odds, and kept the doors of their land open in the face of the greatest hardships. 
To them must go a major share of the credit for what has been achieved. 

Second, an enlightened and generous attitude on the part of our own Govern- 
ment has been basic to the whole course of events which has seen tens of thou- 
sands of Jewish survivors rescued and helped to go to Israel. 

It was this committee and the Congress of the United States which in 1945 
approved a resolution calling for the opening of Palestine to Jewish immigration. 
Additionally, it was this Government—through the humane action of the United 
States Army in caring for Jewish displaced persons in occupied Europe, by its 
support of the UNRRA and IRO, by its prompt recognition of the State of 
Israel, and through its extension of Export-Import Bank loans—which has helped 
immeasurably to create the inspiring reversal of fortune for distressed Jews 
abroad, 

Finally, one very considerable factor has helped to change the picture of Jewish 
despair and destruction as it existed in May 1945. 

[ refer to the voluntary aid which has gone to Israel from the private citizens 
of America, mainly American Jews, through an effort that is, I believe, unparal- 
leled in the history of wholly voluntary giving. 

From January 1945, through December 1950, there has been provided volun- 
tary, private funds totaling $415,000,000 in aid to Israel, and by December 1951, 
these sums should reach an approximate total of $500,000,000. 

Additionally, voluntary giving has made available large sums for the relief 
and rehabilitation of the war-shattered Jews of Europe, for Jews in desperate 
circumstances in Moslem countries, and for displaced Jews who have come to 
the United States under the DP Immigration Act. 

The voluntary aid furnished Israel is, of course, impressive. But these sums 
have in no wise been sufficient to meet the full costs of receiving, integrating, and 
absorbing Israel’s 600,000 newcomers. The major share of these expenditures 
have had to be borne by the people of Israel themselves. The average cost of 
transporting, receiving, and integrating a single newcomer ises timated to be 
$2,500, and the total cost for meeting the needs of 600,000 new immigrants to 
Israel has been put at $1,500,000,000. 

The bulk of these voluntary sums for aid to Israel and Jews in distress abroad 
has been raised through the United Jewish Appeal, of which I have had the 
privilege of being the executive vice chairman since January of this vear. 

Previously, it was my privilege to serve as director in Europe for some 12 vears 
of the work of the joint distribution committee, one of the constituent agencies 
of the United Jewish Appeal. 

It is from my experience with both the UJA and the JDC that I should like to 
sketch in for you in greater detail the circumstances and events which have 
motivated this outpouring of voluntary American generosity. 

[ should like, too, to put before you the situation as we see it at this moment, 
and to state why, in my opinion, the problem we are dealing with goes far beyond 
both the responsibilities and capacities of private voluntary assistance, and invites 
the fullest measure of support from the United States Government. 


1,250,000 SURVIVING JEWS IN EUROPE 


In the spring of 1945, at the time of liberation, the best estimates of the number 
of Jewish survivors in Europe were that some 1,250,000 Jews had survived in all 
the countries of the continent west of the Soviet Union. 

In tne Soviet Union there was known to be about another 125,000 Jews of 
Polish origin, who had fled to the U. 8. 8. R. when the German army marched into 
Poland in September 1939. 
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The Soviet Union was also believed to contain about 1,500,000 native Jews. 
These, then, made up the approximately 3,000,000 Jews of the Continent, sur- 
vivors of a former Jewish population of 9,000,000. 

Following are figures on specifie countries: 

Poland’s prewar population of 3,250,000 was reduced to 80,000 by the spring 
of 1945. 

These were the people who had survived in hiding—in the forests, where they 
fought the Germans as guerrillas, or in deep underground bunkers. : 

In Hungary, an estimated 200,000 Jews survived of a 1938 population of 403,000. 

In Czechoslovakia, about 45,000 remained of a prewar 360,000. 

In Rumania, the 350,000 Jews who remained represented less than half the 
prewar Jewish population. 

In Yugoslavia, 14,000 were left of 75,000. 

In Greece, 10,000 remained of a one-time 75,000. 

Such was the situation in Eastern Europe, where a total of some 800,000 Jews 
remained of a former population of 5,000,000. 

In central Europe, only 100,000 Jews remained in three occupied countries: 
Germany, Austria, and Italy. The majority of these, 75,000, were survivors of 
the concentration camps, and now found themselves installed by the United 
States and British armies in what became known as displaced-persons camps. 

But, in the larger sense, almost the entire Jewish population of Europe was a 
displaced population—the 350,000 Jews remaining in Western Europe and the 
800,000 in Eastern Europe, along with the Jews of the DP camp countries of 
central Europe. 

The Jews of Poland, seeking to return to their former homes, came back to 
such cities as Warsaw. Walking into the Warsaw ghetto, they found the entire 
area, more than a mile square, reduced to absolute rubble by the Nazis. Not 
even a street post remained to tell a survivor where he had once lived. 

Thousands on thousands of Jews everywhere on the Continent now discovered 
that they were the only survivors of their immediate families. I recall a distin- 
guished head of the Dutch Jewish community, whose family had lived in the 
Netherlands for generations, who told me that of the 325 male members in a 
widespread family group only he and three others had survived. 

In the spring of 1945, it could be said that the majority of the Jews of Europe 
were displaced sociologically, economically, and spiritually as well as physically. 
Their homes and families were gone, their jobs and occupations nonexistent, their 
former community ties wiped out. 


THE RESPONSE TO A SITUATION 


In Europe, in the spring of 1945, the vast majority of surviving Jews desired 
just two things: 

First, they wanted immediate help to get on their feet again—food, clothing, 
shelter, medical care, and a way to earn their daily bread. 

Second, hundreds of thousands of them wanted to get out forever. 

They wanted to leave the bitter memories of Kurope behind. They wanted 
to leave centuries of ingrained anti-Semitism in Eastern Europe, the rubble of 
ruined homes in many countries, the bloody soil of hated Germany. 

They wanted freedom, and a chance to build new lives. And for most of these 
people, there was but one choice—to go to a land of their own—to Palestine. 

But in 1945—and for many months afterward—the opportunity to leave simply 
did not exist for the vast majority. Palestine, under the British mandate, per- 
mitted the entry of less than 10,000 Jews from Europe and north Africa in all of 
1945. Immigration to the United States and other Western Hemisphere countries 
was almost at a standstill. 

There were two bright spots in an otherwise dark picture. Both had their 
origins in the United States. 

In this country, an aroused American Jewish community undertook to suppl) 
help to the distressed Jews abroad and to the Jews of Palestine, on a scale never 
before approached. In December 1945, American Jews, who had raised about 
$35,000,000 through the United Jewish Appeal during that year, voted to seck 
$100,000,000 for the vear 1946. 

To their great credit, they raised $103,000,000 in that vear in an unprecedented 
effort. 

And spurred on by this suecess and the rapid pace of developments abroad, 
they went on to raise even greater sums in 1947, 1948, and 1949. 

Meanwhile, our own Government not only began to assist displaced persons 
in Europe’s occupied zones, but expressed deep concern that some solution be 
found for the DP problem. 
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In line with this concern, in June 1945, President Truman directed Mr. Earl 
G. Harrison, then the American member of the Inter-Governmental Committee 
on Refugees, to make a survey of displaced persons in Europe, with particular 
reference to the problems, needs and views of Jewish refugees in Germany and 
Austria. 

At the invitation of the State Department, I had the honor of being associated 
with Mr. Harrison on this mission. 


MR. HARRISON’S RECOMMENDATION—100,000 CERTIFICATES FOR PALESTINE 


I shall not go into the details of the Harrison report, which was released by 
the White House in September 1945. ] 

But Mr. Harrison’s principal recommendations, made after visiting every 
important DP center in Germany and Austria, were: 

1. That the British Government, as the mandatory power in Palestine, grant 
a request of the Jewish Ageney for Palestine that 100,000 certificates of immigra- 
tion be made available immediately so that displaced Jews, particularly in 
Germany and Austria, might immigrate there. 

2. That the United States should, under existing immigration laws, permit a 
reasonable number of displaced persons to come to this country. 

The Harrison report was received in some quarters as visionary and unrealistic. 
It was argued that Palestine, with a Jewish population of barely 600,000, could 
not possibly accept 100,000 newcomers in a matter of a-vear or more. 

It is worth recalling these arguments, because in the light of what has subse- 
quently happened the proposal for 100,000 immigrants now seems modest indeed, 

In the last 6 months alone, in Israel today, 130,000 immigrants were brought in 
under conditions far more trving than were entailed in the removal of the DP’s 
from central Europe. 

In the spring of 1946, there came a second recommendation that 100,000 Jews 
be admitted from the DP areas to Palestine. 

This was contained in the report of the Anglo-American Committee of Inquiry, 
established by the Governments of the United States and the United Kingdom, to 
examine the conditions in Palestine as they bore on Jewish immigration, and the 
position of Europe’s Jewish victims of Nazi persecution. 

These recommendations for 100,000 certificates, as the members of this com- 
mittee are aware, were not acted upon by Great Britain. 

And now the vears 1946, and 1947, saw the position of the surviving Jews of 
central and eastern Europe reduced to one of despair. 

The joy of liberation, the renewed hope for a future of freedom and opportunity, 
were slowly throttled by each passing day in which it became plain that there was 
to be no immediate solution for their problems. 

My own organization, the Joint Distribution Committee, was actively engaged 
at the time in speeding the physical rehabilitation of Kurope’s Jewish survivors. 
With funds provided by American Jews through the United Jewish Appeal, and 
by other world Jewish communities, we spent $25,490,000 in 1945, then $54,500,000 
in 1946, and $73,340,000 in 1947. 

But while we could give the people bread, care and training, we could not 
give most of them what they wanted most—a home. 

Meanwhile, the need for a home was given new emphasis by critical develop- 
ments in eastern Europe. 

In the spring of 1946, and all through 1947, tens of thousands of Jews began to 
flee eastern Europe into the DP camps of Germany, Austria, and Italy. They 
poured over the borders of Poland, Czechoslovakia, Hungary, and Rumania. 
Their immediate goal was sanctuary under the American flag—but their real goal 
was to reach Palestine. 


THE EXODUS FROM EASTERN EUROPE 


Who were these people, and what inspired them to leave? 

They were mainly Polish and Rumanian Jews, who had fled during the war 
years to the Soviet Union. Although the U.S. 8. R. offered them citizenship if 
they chose to remain in Russia, practically the entire group decided that life in 
a Communist country was not for them. 

At the war’s end they returned to Poland—or Rumania—with the initial 
thought of trying to discover what was left of their homes and families. And 
in the backs of their minds was the second thought that they would try to leave 
these countries for Palestine. 
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Then, in Poland, on July 4, 1946, just as thousands of Jewish returnees from 
the U.S. 8S. R. were arriving in that country, there occurred a pogrom in the city 
of Kielce. Some 36 Jews were killed by the Fascist underground, which pursued 
a policy of anti-Semitism as a means of embarrassing the new government. 

That event served as a signal for the beginning of a great Jewish exodus to the 
west, in the hopes of reaching a land that might serve as a stopping-off place on 
the road to Palestine. 

After their bitter experiences during the Hitler period, these people were 
determined not to take up their lives again in lands where anti-Semitism still 
prevailed, and the risk of further persecution was real. 

And so, the returned Jews, joined by others, fled from Poland, Rumania, and 
Hungary. In a matter of months, the DP camp population of central Europe 
swelled from 100,000 to a peak of 250,000. 

In addition, tens of thousands of DP’s made their way into various western 
European countries, where they did not live in camps—but were permitted to 
stay, largely on the guaranty of the Joint Distribution Committee that they 
would not become public charges. 

Thus, by the end of 1946, by a strict definition of the term “displaced persons’’, 
there was in central and western Europe a total of 366,000 Jewish DP’s. 


THE EFFORT TO REACH PALESTINE 


The longer these displaced persons remained in the DP camps, the greater 
grew their despair of ever reaching Palestine. 

In 1946 and 1947, the mounting pressure of this despair caused thousands to 
try to make their way to Palestine by unofficial means. Some got through. 
But even greater numbers were turned back by the British authorities, and 
detained on the island of Cyprus. 

Thus, for 50,000 Jews, turned back to Cyprus, the concentration camp and the 
DP camp gave way to the detention camp. 

I shall not go into the events which led to the outbreak of hostilities in Israel 
in the spring of 1948. These are undoubtedly known to this committee. 

But I do wish to emphasize that the defending army of Israel, fighting off the 
invasion of seven Arab powers, was fully conscious of the fact that they were not 
only fighting for themselves—they were fighting as well for their brother Jews 
on Cyprus, in the DP camps, in Poland, Bulgaria, Rumania and other lands. 

They were fighting for the right of their fathers, mothers, brothers, and sisters 
to come and live with them. 


ISRAEL’S OPEN GATE POLICY 


The spring and summer of 1948 marked the turning point for those Jews who 
wished to leave Europe. 

Our own country, the United States, enacted the first DP immigration legisla- 
tion in July 1948, and by October, qualified Jewish refugees, along with non- 
Jewish DP’s, began to emigrate from the camps to this country. 

But the chief opportunity for Jewish DP immigration was provided by the 
newly established and independent State of Israel. The gates once closed, were 
now thrown wide open. 

In June, a boatload of 660 DP’s, the first to emigrate with Israeli visas, sailed 
from Marseille. September saw nearly 11,000 sail. And, in December 1948, 
nearly 24,000 DP’s entered Israel—more immigrants in a single month than the 
British mandatory power had permitted for the entire year of 1947. 

The following table will give some idea of how immigration, officially held at a 
trickle of 1,500 monthly before May 14, 1948, increased to a flood after that date: 


Immigration to Israel, May 15, 1948-June 30, 1951 
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The Jewish population of Israel, which numbered 655,000 in May 1948, stood 
nearly doubled by the end of December 1950, increasing to more than 1,203,000, 
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THE EFFECTS OF ISRAEL’S IMMIGRATION POLICY 


Many important developments have followed in the wake of the opening of 
Israel’s doors to large-scale immigration. 

First, the number of Jewish DP’s in Germany, Austria and Italy has been 
reduced from a high of 250,000 persons to the present population of 31,000 persons. 
(The total Jewish number of DP’s who passed through the camps was, of course, 
greater than 250,000.) 

Some of the Jewish DP’s were admitted to countries other than Israel. Thus, 
since the passage of the United States Displaced Persons Immigration Act in 
1948, 51,000 Jewish DP’s have come to this country. Several thousand have 
gone to other Western Hemisphere lands. But at least 150,000 Jewish DP’s 
have gone to Israel. The problem of the Jewish displaced persons could not have 
been solved without the help of the State of Israel. 

This departure of DP’s from Central Europe had two important results. It 
greatly eased the task of the United States Army of Occupation, and it saved 
millions of dollars for the American taxpayer. 

Meanwhile, a second development of importance was that the greater part of the 
Jewish populations in certain East European countries was moved to Israel. 

Thus, 37,500 Jews of Bulgaria have been evacuated out of a one-time Jewish 
population of 43,000. Of Yugoslavia’s 14,000 Jews in 1945, less than 4,000 
remain. A total of 105,000 Jews of Polish origin, both from the DP camps and 
Poland, were moved. Today, Poland has less than 40,000 Jews. 

Also, 100,000 Jews have been moved from Rumania, about 25,000 from Hungary 
and some 20,000 from Czechoslovakia. 

A third development of great significance began to be apparent in 1949. 

It arose out of the Israel-Arab war which created a difficult situation for Jews 
living in the Moslem countries. 

In 1949, about 850,000 Jews lived in Arab-Moslem lands in north Africa and 
the Near East, including Morocco, Libya, Tunisia, Egypt, Turkey, Lebanon, 
Syria, Yemen, Iraq, and Iran. 

In several of these countries, the situation of the Jew became a desperate one. 
Jews have lived in these lands for centuries, but in most of these countries they 
have been second-class citizens, the poorest of the poor, with fewest rights and 
privileges. Now, Arab anger at the defeats in Israel was vented on Jewish popu- 
lations in these lands. 

Immediately, the need and the desire to emigrate to Israel became the dominant 
factor in the lives of these Jews, just as it had been for the Jews in the DP camps. 

Following an increase in oppressive measures in Yemen, thousands of Jews began, 
in 1949, to pour into Aden, a British protectorate at the tip of the Arabian Penin- 
sula, in the hope of emigrating to Israel. 

Their fervor was Biblical—for these were Jews who for 2,000 vears had treasured 
the Biblical prophecy of their return to Israel. 

“T will bring thy seed from the East, and gather thee from the West; I will sav 
to the North, give up and to the South, keep not back; bring my sons from far, 
and my daughters from the ends of the earth,.’’—Isaiah xliii: 5, 6. 

To meet this emergency situation, American Jews, in 1949 and 1950, made 
possible the air-evacuation to Israel from Aden, a matter of 1,600 air-miles, ot 
50,000 Jews—the entire Jewish community of Yemen. This great airlift, known 
as Operation Magic Carpet, remains one of the most dramatic mass migrations in 
all history. 

A second, and equally dramatic, air evacuation has just been completed—this 
time from Lraq. 

By decree of the Iraq Parliament, just over a year ago, all Jews in that country 
were advised that emigration to Israel would be permitted only for a period of a 
year. (The time limit was later extended to 14 months.) 

Iraqi Jews, desperate under the mounting difficulties of living in that country, 
chose to leave by the thousands. In 14 months, American Jewish funds furnished 
through tne United Jewish Appeal made it possible to remove 106,000 Jews by air 
from Baghdad. Several thousand others, who had escapted to Tehran, in Lran, 
were also moved out. Today, all but 20,000 Jews are gone from Iraq. 

A tense situation in Egypt, in 1948 and 1949, caused 15,000 Jews to leave for 
Israel. Approximately 80,000 have emigrated from Moroceo, Tunisia, Libya, 
ae and other Arab countries. Some 14,000 Jews have gone from Turkey to 
srael. 

In all, more than 300,000 Jews from Moslem countries have arrived in Israel 
since May 15, 1948. And the pressure to leave is still great in several areas. 
notably Iran, where 60,000 Jews are now waiting to go. 
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The fourth effeet following out of this vast immigration was on the life of Israe| 
itself. 
THE EFFECT OF IMMIGRATION ON ISRAEL 


The doubling of the population in 3 years of any country, no matter how great 
its resources, would severely disrupt the normal life of that land. 

In Israel, just emerging from ifs bitterly fought war of independence, short of 
of housing, its major resources still undeveloped, its energies simultaneously 
geared to the problems of defense and economic expansion along with immigra- 
tion, there was bound to be the most drastie sort of dislocation. 

I shall leave it to others to describe the full effect of this immigration on Israel's 
life. 

As can be surmised, that effect has been drastic. Each new wave of im- 
migration has contributed to shortages in the way of food, housing, and all the 
facilities that go to make up normal life in a civilized country. 

Every 30,000 immigrants coming into Israel today, means that 300 tons of 
wheat monthly must be imported from abroad to feed them. 

Shelter is required—shelter in the form of the simplest improvement beyond 
an immigration camp tent—a one-room hut, a wooden prefabricated house, a 
simple concrete building. 

Such shelter is being provided at a very speedy rate, yet not at a rate fast 
enough to care for all the neweomers. At this moment more than 100,000 new 
immigrants still live in tents. And many before them lived in tents for months. 

New cities and villages must be built, new schools provided, new roads, new 
farmlands, new water facilities, and new economic opportunities. 

What has made the burden of absorption and integration even more difficult 
is that the majority of newcomers have come into Israel with little more than the 
clothes on their backs. 

The costs of this process of absorption are so vast that even the best efforts of 
the American Jewish community have not been able to meet them. Instead, 
they have been shared by the Jews of Israel and the Jews of America, with the 
people of Israel bearing the major burden of these costs. 

In the vear 1950, Israel received approximately 560,000,000 in aid through the 
agencies of the United Jewish Appeal. Meanwhile, about another $20,000,000 
was furnished by various other American organizations raising funds in this 
country for Israel. Certain additional funds were derived from other free coun- 
tries. 

Meanwhile, in the budget vear of 1950, the Government of Israel itself allocated 
and spent an additional sum—representing $150,000,000—for the housing, em- 
ployment and agricultural settlement of newcomers. 

These funds—roughly twice as much as was contributed to Israel from voluntary 
sources—were realized only at the cost of heavy sacrifice on the part of Israel’s 
people. 

It should be understood that since the State of Israel has come into being, 
enormous strides have been made in the direction of increasing both agricultural 
and industrial production. 

Nevertheless, extreme rationing, extreme economy, became and are the by- 
words of Israel. The country, its exports far below its necessary imports, suffers 
from a severe shortage of dollars needed to buy goods in the world market. Life 
is austere, and promises to be austere for many years to come, 


TENSE SITUATIONS STILL 


Since immigration is obviously the key to Israel’s current economic difficulties 
—then why does the country persist in admitting vast numbers of immigrants? 

The people of Israel answer: “If there had been a State of Israel during the 
Hitler vears, 6 million Jews would not have died for lack of a haven.” 

Events since the founding of Israel bear out their answer. When danger 
threatened the Jews of Yemen, and of Iraq, they were saved. 

In the last 3 vears, one critical situation for Jews after another has been met 
by Israel’s open doors. 

The Jews of Israel are very much aware that the time of crisis for Jews in many 
lands has not passed. 

In Eastern Europe—in two countries which constitute great reservoirs of remain- 
ing Jewish populations—critical situations still exist. These are Rumania and 
Hungary. ~ 

In the inereasing effort by the Governments of Rumania and Hungary to con- 
solidate their countries along purely Communist lines, the position of their 
remaining Jews has deteriorated gravely. 
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Jews—once the middle class in those countries—have been subjected to all 
restrictions or upon the middle elass. The bulk of the 300,000 Jews in 
Rumania, and the 130,000 Jews in Hungary, find themselves with little oppor- 
tunity to work, with little chance to send their children to universities, w ith little 
hope for the future. Their communal institutions—hospitals, children’s homes, 
old-age homes, have been nationalized. 

At this moment, Hungary is removing from the cities what it terms ‘‘non- 
productive” elements and is turning Over the living quarters of these people to 
workers moved in from the country. 

The Jews of Hungary are mainly an overaged group—50 percent of them are 
more than 50 years of age, and most of these are elderly widows. The Nazis killed 
off the young, and most of the men. These people have been largely supported 
by relief provided by the Joint Distribution Committee. 

Today, these elderly people are being moved out to isolated villages—cut off 
from help, and with little chance of being able to help themselves. 

Hungary has permitted relatively few Jews to leave for Israel; but the Govern- 
ment of Israel is making frantic efforts to get the Hungarian Government to permit 
these ‘‘nonproductive’’ people to be moved to Israel. The Jews of Israel will 
take them in, and the American Jewish community will do its best to provide funds 
for their immigration, 

Rumania is a somewhat different story. 

The Rumanian Government permits emigration—between 5,000 and 8,000 
persons to Israel a month. 

The people of Israel feel that no effort must be spared to make possible the con- 
tinuance of this immigration. ‘Tomorrow may be too late. 


THE SITUATION IN IRAN 


Meanwhile, there is Iran—at this moment a country of grave concern to the 
entire Western World. 

It is also a country of grave concern to the Jews of Israel. 

Iran had the distinction of being a Moslem country which did not declare war 
on Israel. It accorded Israel de facto recognition and maintained a consulate 
general in Jerusalem. 

But the rise of Moslem and Nationalist sentiment in Tran_caused the present 
Iranian Government to close its consulate in Israel as of July 7. 

Some 80,000 Jews dwellin Iran. The Arab News Ageney recently has reported 
from Damascus that Iran is about to announce the ‘‘compulsory repatriation” of 
all her Jews to Israel. 

Israel, then, is faced with the prospect that just as it evacuated the Jews of 
Yemen and Iraq, it now may have to evacuate the Jews of Iran. 


MORE THAN 200,000 IN 1951 


At the beginning of 1951, Israel’s immigration authorities estimated that 
at least 180,000 Jews would have to be brought into the country. At a maxi- 
mum, they expected they might have to accept 200,000, knowing very well what 
additional strain this immigration would impose on the land. 

But the pressures to emigrate have been even greater than anticipated. In the 
first 6 months of this vear, 130,000 entered. That the number of 200,000 will be 
exceeded is almost certain. The number, depending upon the pressures which 
may develop in the next months, may rise to 225,000—perhaps to more than 
250,000. 

ISRAEL HAS SAVED LIVES 


In the light of the circumstances just placed before you, it is obvious, I believe, 
that Israel cannot meet the problems which face her, alone. 

What is apparent, too, I believe, is that Israel should not be asked by the free 
world to meet these problems by herself. 

The history of Israel in its three brief years represents a notable advance for 


democracy. 

The State of Israel has shown itself to be a true democracy in a critical part of 
the world—which in itself should continue to evoke, I believe, fullest American 
sympathy and support. 

But over and above these things stands one fact about Israel which I feel 
merits her the fullest assistance by our own country. 

Isracl, today, stands as one of the most gratifying and heartening ventures in 
our troubled times in the area of saving lives. 
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Israel, today, represents a guarantee of hope to a vast body of distressed peo))|; 
—to the Jews of Eastern Europe and the Arab world. 

Israel, today, represents a realistic and inspiring solution to the age-old prob- 
lems of anti-semitism and anti-Jewish hatred. 

Israel has already saved 640,000 lives in three short years. Its agenda ealls for 
saving 600,000 more lives in its second 3 years. 

Each life already saved, each life to be saved, represents a recruit to the buildin, 
of democracy and a better world. 

The best interests of our Government—world leader of the democratic idea 
champion of human life and dignity throughout its entire history—will be we! 
served by aiding Israel to attain its program for the future. 

Dr. Scuwarrz. There are two dates in modern Jewish life which 
provide an amazing contrast in human history. These two dates ar 
May 1945, when the war in Europe came to an end and when Germany 
surrendered unconditionally to the Allied armies, and May 1948, when 
the State of Israel was proclaimed as an independent republic. 

What was revealed at the end of the war in May of 1945?) The 
world was confronted with the fact that 6,000,000 Jews in all parts of 
Europe had perished at the hands of Hitler and his cohorts. More 
than that, those few who did survive the Nazi holocaust were living 
ghosts; every one of them was a symbol of human suffering and a 
miracle of human survival. 

In Poland, for example, we found that whereas before the war there 
was in that country a Jewish population of 3,250,000, at the end of the 
war, in May of 1945, only 80,000 survived. Those who survived 
came from the forests, where they fought the Hitler forces as guerrillas 
They came from the bunkers which were built deep in the earth, and 
they were the remnant of the heroic warriors of the Warsaw ghetto, 
who stayed to the end in order to defend their dignity and their lives, 
and left through the sewers of Warsaw when opposition was no longer 
possible. 

In Germany, which before the war had a Jewish population of 
600,000, constituting a prosperous, dignified, self-supporting com- 
munity, there was left at the end of the war only a handful of Jews, and 
most of those were in displaced persons camps that were managed 
and conducted by the American and the British Armies. Only a 
handful of German Jews managed to survive, and they were the 
old and the sick and the weak, whom the Nazis had not had time to 
send to the crematorium. 

And what was true of Poland and of Germany was true of every 
country in Europe. For example, Hungary, which before the war 
had a Jewish population of some 400,000, had 200,000 survivors 
after the war. Czechoslovakia, which had a Jewish population of 
360,000 before the war, came out of the war with 45,000 survivors 
Rumania, with a prewar population of 800,000 Jews, came out of th 
war with 350,000. Yugoslavia, which numbered 75,000 Jews before 
the war, ended the war with a Jewish population of 14,000. And 
Greece, which had a prewar Jewish population of 75,000 came ou! 
of the war with a population of less than 10,000. 

Those were the ravages which Hitler brought to the Jewish popula- 
tion of Europe. In summing up, we find that in all of Eastern Europe 
west of the Soviet Union which before the war had a Jewish population 
of 5,000,000, only 800,000 were left at the end of the war. 

But the destruction wrought by Hitler didn’t stop even there; it 
penetrated even into the West. In Belgium, which before the war 
had a Jewish population of some 85,000, 30,000 were left at the end 
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of the war. Holland, with a population of 90,000, ended the war 
with only 35,000 survivors. 

Mr. Jupp. Were the people killed in those countries? 

Dr. Scuwartz. This is a reduction of people by the Germans who 
sent them to the extermination centers and the crematoria. 

Mr. Jupp. They weren’t killed in those countries; they were taken 
out? 

Dr. Scuwartz. They were taken out and killed in concentration 
camps about which I will speak. And even France, not all of which 
was occupied for the full length of the war, which before the war 
had a prewar Jewish population of 300,000, ended the war with half 
of the population deported, exterminated, never to return. 

The end of the war brought American editors and correspondents 
to such places as Buchenwald, Dachau, Bergen-Belsen, Auschwitz, 
and other camps then unknown but now infamous. 

Mr. Javirs. I would like to point out that our chairman as well 
as Mr. Vorys, one of the senior members of our committee, visited 
certain of those extermination camps shortly after our f8rces liberated 
them. 

Chairman Ricuarps. It was more terrible than anything I had 
ever seen. 

Mr. Vorys. And we saw the few who got out, with the numbers 
on their wrists. 

Dr. Scuwartz. And then it was revealed to the world that these 
places, many of them, were death factories, and millions of people 
had been systematically put to death in them. The able-bodied 
were sent away to labor camps and worked on starvation diets as 
long as they had strength in their bodies. And after that, they too 
were sent to the crematoria, from which there was no return. 

Those who at the war’s end were left were entirely without roots. 
They had no families, no homes, no occupations. There were tens 
of thousands of children who had had no schooling during the entire 
period of the war, which in most cases meant that they had had no 
schooling at all, because they were too young to go to school when 
the war broke out. They had received no training of any kind. 

There were thousands upon thousands of full orphans—both 
father and mother had been done away with. There were other 
thousands of half-orphans, and in many cases these were separated 
by the circumstances of war from the one surviving parent. 

To anyone who looked into the tragic face of Europe’s Jewish 
survivors, as I did, and who talked to them, it became obvious that 
they wanted but two things: They wanted immediate help in the form 
of food, clothing, and medical care, and second, they wanted a home 
of their own. They wanted to leave the bitter memories of Europe 
behind forever. They wanted to leave centuries of ingrained anti- 
Semitism in Eastern Europe, the rubble of ruined homes and broken 
families, the bloody soil of what to them had become hated Germany. 
They wanted freedom and a chance to build new lives. 

We, the organized Jewish communities in the United States, could 
give them and did give them one of the things they wanted—immedi- 
ate help in getting on their feet. In the first 2% years of the postwar 
era, the Americah Joint Distribution Committee alone spent more 
than $150 million in bringing urgent relief to the shattered remnant 
that managed to survive. But while we could give them bread and 
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care and training, we could not give them what they wanted most, a 
home. There were two main reasons for this: Immigration to most 
countries had been halted by the war, and the policy of the British 
Government, which at that time was the mandatory government in 
Palestine, prevented the sending of any significant numbers of sur- 
viving Jews to that country. 

Meanwhile, the need for a home was given even greater emphasis 
by critical developments in Eastern Europe. On July 4, 1946, a 
pogrom took place in the town of Kielce, Poland, in which 36 Jews lost 
their lives. This was an unprovoked and an unexpected attack. 
Those few Jews who survived and those few who managed to come 
back from places of exile and deportation, had hoped that the pogrom 
period had been left behind forever. But now they were faced with 
this new outbreak of hatred and anti-Semitism. Thus, this pogrom 
in Kielce in July 1946 was the signal for 100,000 Polish Jews—Jews 
who had just returned from the U.S. S. R. to which they had fled 
during the war, and Jews who had survived in Poland proper—to pick 
up their meager belongings and to start walking. 

They began walking across fields, across mountains and rivers and 
streams, with passports and without passports, with permission and 
without permission, with documents and without documents. They 
were headed, in the first place, for the protection of the American flag 
in the American zone of Germany. But this was only a stopping-off 
place on the road to their ultimate goal, to what they considered to be 
their home-—Palestine. 

And be it said to the credit of the American Army and to the glory 
of the American Government that they opened the gates wide to these 
refugees, took them in, gave them welcome, and granted them haven 
and refuge until they could continue their journey. 

What happened in postwar Poland was repeated in Rumania and 
in Hungary. As a result, additional tens of thousands of people 
broke out of those countries and came into the American zones of 
occupied Europe. And as a result of this mass exodus, the Jewish 
population in the camps increased from some+*80,000 in 1945 to about 
250,000 in the middle and end of 1946. 

In the meantime, efforts were being made in many quarters to secure 
a home for these homeless people, to secure some kind of constructive 
solution to the problem of their homelessness. Such efforts were 
being made right here in the United States. The President of the 
United States designated Mr. Earl G. Harrison, of Philadelphia, 
then the American member of the Intergovernmental Committee on 
Refugees, to undertake a mission to investigate the condition and the 
status of Jews in the displaced persons camps and to submit to him 
his findings and recommendations. 

At the invitation of the State Department, I had the honor and 
the privilege of being associated with Mr. Harrison on this mission. 
And one of the recommendations which Mr. Harrison brought back, 
the principal recommendation, was that immediate steps be taken to 
permit 100,000 displaced Jews to immigrate to Palestine, thereby 
relieving the pressure on the camps in Germany, thereby relieving 
the American Army of a heavy responsibility, and thereby making 
it possible to begin to realize a constructive solution for this problem 
of displaced persons. 
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A similar recommendation came out of the Anglo-American Com- 
mission on Inquiry, which met in Washington, then went to Europe, 
and finally met in Palestine. They recommended also that 100,000 
certificates be distributed to the displaced persons in the camps in 
order to help bring about a solution to a grave problem. Also, in 
1945, this very committee, and the Congress of the United States, 
passed a resolution calling for the opening of Palestine to Jewish im- 
migration. But all of these efforts led to nothing because the policy 
of the mandatory government continued to maintain that it was im- 
possible to liberalize the restrictive immigration policies which were 
then in practice. 

In 1945 the total immigration of Jews to Palestine was less than 
10,000. In 1947, 2 years and more after the end of the war, 1,500 
immigration certificates a month were distributed by the mandatory 
government. Thus, 18,000 people a year came into Palestine, and | 
would like to call your attention to the fact that the birth rate in the 
DP camps was greater than 1,500 monthly. So, limited immigration 
was no solution to the problem of emptying the displaced persons 
camps. 

With each passing day, the position of the Jews in the camps and 
out of the camps, of the Jews in Eastern Europe and other areas, was 
becoming more and more desperate and more and more intolerable, 
and efforts were then made to find other ways of getting to Palestine. 
Many thousands embarked on what was then called “illegal’’ immigra- 
tion. A few managed to get through, but the great majority were 
stopped by the British, sent to Cyprus, and then they became, not 
inmates of concentration camps or of Displaced Persons camps, but 
inmates of detention centers. They found themselves surrounded by 
barbed wire, crowded into quonset huts, and without sufficient water 
or any of the essentials that are necessary to dignified human living. 

Within a very short time, 50,000 Jewish refugees were crowded into 
the Cyprus camps under the most intolerable conditions. And one 
ship, the Exodus—1947, was even sent back to Germany by the British 
authorities. This was the situation which prevailed until 1948. 

I will not go into the events which led to the outbreak of hostilities 
in Palestine in 1948. These are well known to this committee. But 
I would like to make this statement: The young men and women of 
Israel who were defending the infant state against the combined forces 
of the neighboring Arab states and against overwhelming odds, were 
fully conscious of the fact that they were fighting not only for them- 
selves but for their brother Jews on Cyprus, in the DP camps in Poland, 
Bulgaria, Rumania, Hungary, and other lands. They were fighting 
for the rights of their fathers, mothers, brothers, and sisters to come 
and live with them; and it was that, I believe, which gave them the 
courage to accomplish and to achieve all those heroic deeds for which 
they were responsible during Israel’s bitter struggle for independence. 

With the establishment of the State of Israel in May 1948, the 
situation took a change for the better almost immediately, and the 
first ships with displaced persons and with refugees from all over the 
world began to arrive in the post of Haifa. The first ship left shortly 
after the war began, and some 650 immigrants arrived. In the month 
of December 1948 alone, 24,000 Jews, most of them from Cyprus 
and the displaced persons camps in Europe, arrived in Israel—more 
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immigrants in a single month than arrived in the entire year of 1947 
under the British mandate. 

As a result of this policy and as a result of the American policy as 
expressed in the DP Act, which was enacted in July 1948 and made 
possible DP immigration to this country, the DP camps were almost 
emptied of their Jewish inmates. At the present time there are only 
31,000 Jews left in the DP camps of Germany, Austria, and Italy, 
and most of them are waiting for the opportunity to come either to 
the United States or to go to Israel. 

But Israel’s open-gate policy accomplished more than emptying 
the DP camps. It was a stroke of good fortune for hundreds of 
thousands of men, women and children that the State of Israel was 
proclaimed when it was. Because in the summer of 1948 the crisis 
in Eastern Europe, particularly as Jews were concerned, deepened. 

The Communist policy of crushing the middle class, of expropri- 
ating private property, of blocking bank balances, and of nationalizing 
private enterprise, hit the Jews much more severely than other 
sections of the population, because the Jews constituted an urban 
population in East European countries where 90 to 95 percent of 
the people were engaged in agriculture or were peasants. As an 
urban group, Jews constituted the backbone of the middle class, and 
the wrath and fury of the Communist governments were vented 
against the middle class. The members of the middle class—and 
therefore the Jews—were crushed; they were impoverished; they were 
imprisoned; they were subjected to discriminations of every descrip- 
tion. 

And with this policy of economic discrimination, of being deprived 
of the possibility of earning a livelihood, there came also a deprivation 
of religious freedom and of cultural freedom. As a result of all these 
developments, a great urge arose among these people to emigrate as 
soon as possible, to go to a country where they could live a life of 
freedom with a measure of security for themselves and their families. 

And so thousands upon thousands of Jews from all parts of Eastern 
Europe began to march toward Israel, with the result that Bulgaria 
has less than 5,000 Jews left today; there were 45,000 Jews there at 
the end of the war. Yugoslavia has only 4,000 Jews left out of some 
14,000 when the war ended. Poland has less than 40,000 Jews left, in 
a country which once numbered three and a quarter million and 
which after the war—when Polish Jews returned from the U.S.S.R- 
had more than 200,000. Czechoslovakia has less than 15,000 Jews 
today, out of a population at the end of the war of some 45,000. 

This great exodus of Jews from Eastern Europe could never have 
taken place without the establishment of the State of Israel. And, as 
a result, as Mr. Lipsky has stated to you, within a period of some 
3 years, the Jewish population of Israel has increased by some 642,000 
through immigration, thereby doubling the population 

Now, I will not elaborate on what Israel’s immigration policy has 
meant to the country from an economic point of view; I will leave that 
to Mr. Nathan, who is much more competent in economic matters. 
But it has meant austerity; it has meant hardship; it has meant a 
lower standard of living; it has meant deprivation of all kinds for the 
people in Israel. And while we, the Jews of the United States, through 
the United Jewish Appeal, have made every effort through voluntary 
contributions to deal with this great and overwhelming problem, we 
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have become convinced, despite everything that we have done—and I 
believe that we have done a magnificant job, unequaled in the history 
of private philanthropy—that the problem is too great to be handled 
through voluntary giving alone. In five years, more than $600 mil- 
lion has been contributed for the relief of Jews overseas and for help to 
Israel in taking care of the newcomers who were flooding the country ; 
$600 million has been raised through an all-year-round effort on the 
part of the organized Jewish communities of the United States. 

But the fact of the matter is that, despite all of these great efforts 
and despite all of the hard work and sacrifice on the part of American 
Jews, the problem has been, as we soon became convinced, too great 
to be handled through philanthropy alone and that governmental and 
intergovérnmental aid and assistance are necessary in the time that 
American Jews have contributed $600 million for overseas and Israel 
aid. The people of Israel have contributed an even greater amount 
for immigrant aid out of their earnings, out of their savings, and by 
depriving themselves of the necessities of life. 

Yet, even the combined sacrifice on the part of the population of 
Israel and the generous giving on the part of the Jews of the United 
States has not been able to solve the great economic burden of Israel’s 
immigration. In 3 years, more than 600,000 people have been 
saved—saved because they had no future in the countries in which 
they lived. In the next 3 years, it is the purpose of the Government 
of Israel to save another 600,000 people. 

Where are those people coming from? Most of them will come 
from Rumania and Hungary, which represent a reservoir of some 
600,000 Jews even today. Some of them will come from the countries 
of the Middle East, from the Moslem countries, from countries like 
Iran, where there is great tension today and where the Jewish popu- 
lation feels insecure. You are acquainted with the great movement 
which has evacuated almost the entire Jewish population, numbering 
50,000, of the country of Yemen, and, more recently, that great 
human undertaking, the saving of 106,000 Jews who were practically 
expelled from Iraq. These people were flown out of Yemen and Iraq 
and brought into Israel because that was their only hope and that was 
their only chance of survival. 

These miracles which have been accomplished in the years which 
have just passed must be repeated in the years that are ahead of us. 
In order to do that and in order to accomplish this great task of saving 
human lives, the Government of Israel must have help from outside 
sources. 

The establishment of the State of Israel has brought about many 
great and fine achievements. It has brought democracy into a 
corner of the world where democracy was unknown; it has brought 
into being a country where the people believe in free institutions, 
freedom of worship, in a free press and in free speech—all ideals to 
which American democracy has been devoted. 

But it seems to me that the greatest and the most glorious achieve- 
ment of all on the part of Israel has been its contribution in the saving 
of lives. In recent times, too many lives have been destroyed; too 
many people have perished needlessly; too many people have been 
the vietims of a policy of anti-Semitism and anti-Jewish hatred. 

In the brief period of time in which Israel has been in existence, 
some 640,000 people were saved from that kind of existence and from 
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that kind of fate. It is our hope that, with the help and the under- 
standing and the sympathy of the American Government, an addi- 
tional 600,000 will be rescued in the immediate years to come. 

Thank vou. 

Chairman Ricuarps. Thank you, Dr. Schwartz. 

The next witness is Mr. Robert Nathan. Mr. Nathan whom do 
you represent? 


STATEMENT OF MR. ROBERT NATHAN, REPRESENTING THE 
AMERICAN ZIONIST COUNCIL 


Mr. Narxaan. I have been asked to appear bere, Mr. Chairman, 
for the American Zionist Council. 

Chairman Ricuirps. Have you a prepared statement? 

Mr. Naruan. No; I have not, sir. I just flew in from Minnesota 
this afternoon. If I may, I would like to speak extemporaneously. 

May I just state briefly that my work is that of a consulting econo- 
mist. In 1944 and 1945, I went to Palestine to direct a study on the 
economic potentials of the country. That resulted in a book, of 
which I was coauthor, entitled ‘Palestine, Problem and Promise,”’ 
outlining the progress, current conditions, and the prospects there. 
More recently, I have spent some time as economic adviser to the 
Jewish Agency for Palestine, and in that capacity I have registered 
with the Justice Department, in their foreign agent registry, on behalf 
of that organization. 

Mr. Vorys. Before that, you were with the Government, and it 
seems to me you debated up at Williams College one time, didn’t you” 

Mr. Naruan. With Congressman Vorys, yes, sir. We had a good 
time. I have had great respect for the Congressman ever since that 
meeting. As a matter of fact, the timing then was almost identical 
with the recent timing. It was in the early stages of the mobilization 
period, and we were debating then about problems of controls and 
mobilization. 

Mr. Vorys. You were a very effective debater yourself. 

Mr. NaruHan. I would like to take only a very few minutes. I know 
it is late, and therefore in the interest of saving time J may be a bit 
dogmatic, perhaps, in drawing a few economic observations on Israel 
and Palestine and in giving my reasons for urging an amount of aid 
larger than what is provided for in the Mutual Security Program and 
more in line with what was proposed in the special resolution. 

The needs of Israel are needs which relate to one factor alone, and 
that is immigration. I want to emphasize that over and over again. 
Every statistical analysis, every economic analysis of that country 
demonstrates conclusively that the settled population of the country 
is self-supporting and has been self-supporting for the past decade to 
15 vears. 

Put another way, I would say that had it not been for immigration, 
or were it not for immigration at the present time, given a short period 
of time for the most recent immigrants to become integrated and ab- 
sorbed economically into the community, there would be no need for 
further assistance of a philanthropic or an investment nature in that 
country. The settled population has developed an economy which, 
in the fields of agriculture, industry, trade, finance, and services, is a 
sound, solid, going, self-supporting concern, 
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That has been done in the face of serious limitations of natural 
resources. Records would show that in the period of literally one 
generation, from the end of World War I, they have really performed 
an economic miracle in that area, in a country which was quite deteri- 
orated and quite degenerated economically. I have often said that 
if the country ever had the characteristics of a land of milk and hone Vv, 
those characteristics were quite hard to find in 1918. 

With limited resources, these people with tremendous energy and 
imagination have built a solid industrial and agricultural community, 
awe ‘ll-balanced modern produc tive community; today Israel has about 
as large a proportion of its total labor engaged in manufacturing 
activities as has the United States; today its agriculture is intensive 
and yields high values of output per acre comparable with the more 
advanced countries; and today one who visits there finds a marked 
contrast with what the statistics and pictures and facts and descrip- 
tions show existed there just 30 short years ago. 

Even with this tremendous progress and even with the very favor- 
able prospects w hich | feel that country holds in terms of economic 
opportunity, its problems are great. I might digress here to say that 
our report which came out in 1946 has already proven to be too con- 
servative in its appraisal of what could be accomplished. In other 
words, the increases in economic activity in that country—in produc- 
tion, in agriculture, in employment—since 1946 have far exceeded our 
most optimistic projections at that time, which then were regarded 
by many as being far too optimistic. 

I think the prospects are excellent and the progress has been re- 
markable, but the problems are very, very large, because of one specific 
reason, and that is immigration. At no time in the history of any 
country in the world has there been a relative increase in populatio 2 
of the relative magnitude as has occurred in Israel in the past 3 years. 
As Dr. Schwartz pointed out, in the first 3 vears of the new State of 
Israel, 600,000 newcomers entered that country. The population was 
practically doubled in a 3-year period, which is unprecedented any- 
where. 

On the basis of present prospects elsewhere in the world—and_ I 
might say that immigration into Israel is determined more by external 
forces in other countries than by the forces within Israel itself—on the 
basis of the best judgments that can be made at this time, it appears 
that probably an additional 600,000 will seek a haven there in the next 
3 years. It is possible, if there are no changes in general conditions 
in other countries, that at the end of that period, so-called compulsory 
immigration might come to an end, and from then on it will be more 
orderly, more normal, and more of a voluntary nature. 

Mr. Mansrietp. Mr. Nathan, could you tell the committee what 
is the area of Israel? 

Mr. Naruan. Eighty-one hundred square miles is the area of 
Israel. It is approximately the size of the State of New Jersey. 

The rate of immigration in the last 3 years is quite startling when 
one compares it with the rate of immigration into Palestine. In the 
30 years under the mandate, nearly 450,000 Jews entered that country, 
which is about 15,000 a year. In the first 3 years of the new state, 
the immigration has averaged about 17,000 a month. The rate of 
immigration into Israel has been roughly 15 times the rate of immigra- 
tion into Palestine under the mandate. 
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In these past 3 years, a remarkable degree of progress has been 
achieved in absorbing these people and putting them to work. But 
despite the fact that perhaps 75 percent to 80 percent have been 
economically absorbed, there has developed a sizable backlog of people 
who live in transient camps, who live in work camps, who haven't full) 
productive jobs, who haven’t the housing, who haven’t the productive 
tools essential for productivity comparable with their predecessors 01 
with their abilities. That backlog is becoming increasingly disturbing. 
of course, to the country. The backlog will grow more serious unless 
adequate amounts of capital and facilities are forthcoming to absor) 
these individuals. ‘That in essence is the real problem of the country 
facilities for productive employment of the newcomers. 

I might say that this backlog has developed despite the fact that 
they are liquidating the sterling balances, which the country owned 
at the termination date of the British mandate, and which enabled 
them to buy machinery, materials, and equipment in the sterling area: 
and despite the fact that Israel received a $100 million Export-Import 
Bank loan in 1949 and another $35 million Export-Import Bank loan 
in December 1950; despite the generosity of the Jewish community in 
other countries; and despite the severe austerity, very severe rationing, 
and deprivation accepted by the people of Israel, who consume con- 
siderably less than they produce. Despite these factors, there has 
been developed this backlog, which necessitates considerable supple- 
mentation of financial assistance on top of the previous methods and 
techniques of financing the country’s development. 

Mr. Roosrve tt. What is the approximate size of the backlog? 

Mr. Naruan. About 150,000 are in work and transit camps. Most 
of these individuals are employed in work camps where their produc- 
tivity is far below what it could be if they had the capital and the raw 
materials with which to work. 

Now, normally a country provides the investment for its growth of 
population and for its rising standards of living out of savings. We 
produce a certain quantity of goods and services a year; we consume 
less. We set aside a portion of our production in the form of savings 
which are invested and appear in the form of buildings, new machinery 
and equipment, housing, and other durable goods. ‘These investments 
enhance production and provide the basis for further rises in living 
standards. 

Of course, some of the backward countries of the world produce so 
little in terms of total output that they can’t put much aside. There- 
fore they find it very difficult to develop. That is one of the great 
justifications and great needs for our helping the less-developed 
countries. They just haven’t it within their own power to set aside 
much for capital expansion and for investment to increase their 
standards of living and their production very rapidly. 

Now, that normal process of savings and investment must be sup- 
plemented when you have large-scale immigration. There is no 
country in the world which has increased its population by any sig- 
nificant amount through immigration, which has been able to provide 
the capital for those new immigrants out of its own production. We 
here in the United States were a debtor nation for 140 years; America 
imported more than it exported for a considerable period of our 
initial development. We had capital being brought in by the im- 
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migrants; we had foreign investments; we had loans from abroad. 
We had to have capital to absorb our immigrants. 

I believe at no time in out history did our population increase by 
more than 2 percent a year through immigration and yet we needed 
foreign assistance and a net import balance; Australia, which is a 
higbly productive community, is contemplating a 4-percent increase 
in population through immigration and will require foreign capital 
for that program; in Israel the population increase in the first 3 years 
averaged over 30 percent a year as a result of immigration alone. | 
think it is obvious that the process of production, savings, and in- 
vestment could not conceivably provide the absorption capital to 
put these people to work and get them to a point where they become 
productive and self-supporting as have their predecessors. 

The Israeli people have definitely made magniffeent contributions 
to the absorption of these newcomers. That is elear through their 
austerity, through their taxes and their contributions, through their 
savings, forced and voluntary. But that is by no means enough. 

The Israeli officials, on the basis of their best experience, have 
estimated that the per capita cost of absorbing newcomers is around 
$2,500. I looked back in our book, Palestine, Problem and Promise, 
which we published in 1946; I looked at our estimates of absorption 
costs in that book and brought them up to date for adjusted prices 
in the world picture in the interim, and I found that $2,500 per 
capita estimate of the Israeli officials is a very minimum and a very 
conservative estimate. 

Now, it doesn’t take much to figure that $2,500 per capita times 
200,000 people per year means Israel needs 500 million dollars a year 
to absorb those newcomers in a complete economic sense. Part of 
these funds—about 10 percent—are needed for so-called relief, for 
transportation of those who haven’t even the means to pay for their 
own transportation, who had to leave their resources behind when 
they left the countries from which they departed. Part of the money 
is needed for the initial food, the initial clothing, the initial tents or 
minimum shelter, the minimum requirements of life in the first days 
or weeks or months until jobs are available, until housing is available, 
until there is the machinery on which they can work. 

Five hundred million dollars a year is, of course, a fabulous amount 
for a small country of 1,400,000-odd population. As a matter of 
fact, their total national income in the year of 1950 was about 900 mil- 
lion dollars. 

Mr. Vorys. Bob, they have spoken of 600,000 immigrants as 
doubling the population. Then I have seen the figure 1,300,000. 
You say 1,400,000? 

Mr. Naruan. That includes the Arabs. There are about 1,300,000 
Jews in the country now. Immigration for the first 3 years was about 
600,000. Jewish population was a little over 600,000 when the State 
was established. With the natural increase from the excess of births 
over deaths, total Jewish population now comes to about 1,300,000, 
and you have about 150,000 Arabs. So, the total population in Israel 
today is just short of a million and a half. 

Now, this 500 million dollars, as I say, is needed for two purposes. 
One purpose is for relief, the initial assistance, and that is estimated 
to be 50 million dollars a year. About 90 percent or 450 million dollars 
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is needed for housing, public works, public utilities, and all kinds of 
productive facilities. Much is needed for machinery, lathes, punch 
presses, drill presses, rolling mills, tractors, irrigation equipment, 
things whereby vou produce and live and create and become self-sup- 
porting. Some is needed for housing, for public works, for schools, 
for highways. No country can double its population in 3 years or 
triple its population in 6 years without needing huge increases in all 
these capital facilities, whether they be public works or hotels or hous- 
ing or factories. The total capital requirements of a country ob- 
viously must be very substantially expanded when a country doubles 
its population in 3 years and will triple it in 6 vears. 

The big, sate oa need of Israel today is the capital for the 
absorption of these people. Take housing. Say there are four per- 
sons per family arfd 200,000 immigrants. That calls for 50,000 living 
units. Let us say that the minimum that goes into new housing there 
is $2,500 per family unit. That is $125,000,000 each vear just for 
housing. And then when one thinks what is needed for public works 
and public utilities and machinery and equipment, for production 
what has to be invested per person—the needs obviously are very large. 

I noticed the other day that the hundred largest corporations “in 
America have an average investment of over $15,000 per employee 
in machinery, equipment, and plant. That is what makes for produc- 
tion—ability and skills plus capital. A man with ability without 
capital can’t produce a great deal; and, of course, a man who has 
machinery and doesn’t know how to use it can’t produce a great deal, 
either. Our average investment per capita in the United States is 
between $6,000 and $7,000. The modesty or conservatism of Israel's 
estimated needs are revealed by the fact that their immediate invest- 
ment goal per newcomer will be only about one-third the United 
States level, even though Israel is a modern mechanized community. 

In Israel there is the know-how. They have demanstrated their 
ability to produce once they have the machinery, the equipment, the 
facilities. For that country to absorb 200,000 a year, as they are 
being called upon to absorb, the needs are far beyond anything that 
had been contemplated or anything that has been forthcoming. 
That is why the United States is being called upon for assistance. 

The balance of payments of Israel, of course, is adverse. I use that 
economic term. In economics we say that an unfavorable balance of 
trade exists when a country imports more than it exports. I don’t 
think such a balance is adverse in a real sense. You have to have 
more imports if vou are going to develop and absorb these new 
immigrants in any number. The problem of Israel is not achieving 
a trade balance today or tomorrow; they can’t do it, and they shouldn't 
even try to do it until immigration slows down. As long as immigra- 
tion comes in in large numbers, they have to bring in more imports 
than they export. The problem is, how do they finance that balance 
of payments? 

Part of it is financed out of contributions, and the Jews of America 
have been wonderfully generous. The Israel Government is now 
floating a bond issue in the United States, and the response has been 
encouraging. I happen to be a member of the board of governors of 
the organization which is responsible for the distribution of those 
bonds; they are going very well, and the prospects are excellent. 
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Much progress has been made because of contributions, these bond 
sales, and through direct private investment by such companies as 
Kaiser-Frazer, General Shoe Co., General Tire, Dayton Tire, Philco, 
and others. But the magnitude of Israel's requirements is so great 
as to create major economic difficulties. It is that deficit which has 
brought so many of the newcomers into only partial production. 

It seems to me tragic that individuals who have skills, who have 
ability, who have capacity, should be denied the opportunity to apply 
those skills for increased production, especially im that part of the 
world where the democracies need a strong ally, a country which is 
dedicated and devoted, as is Israel, to the democratic philosophy. 

I believe that Israel today can and will become a spearhead of 
economic development in the Middle East. I personally have a great 
deal of confidence as to what the Arab countries can do if they are 
given an opportunity. I saw Arabs in Palestine long before the 
partition. I saw how they learned and produced; how they raised 
their standards of living; and the standards of living of the Arabs in 
Palestine were substantially higher than those of the Arabs in the 
adjacent countries. 

I am convinced that peace will come between Israel and the Arab 
countries; and, once that does develop, it seems to me that a modern, 
highly industrialized Israel cannot help but be a stimulating force in 
that part of the world. The horribly low standards of living that 
prevail in the Arab countries and the frustration which those low 
standards of living bring to those people make them subject to all 
kinds of totalitarian appeals. Therefore, I feel that because of our 
need for allies in every part of the world, because of the need for some 
spearhead to help the development in that strategic area, we ought to 
go all out in providing the maximum economic assistance. 

It is my judgment that the 150 million dollars requested in the reso- 
lution is much more in line with Israels very minimum needs than 
the 235 million dollars that is proposed in the suggested bill. The divi- 
dends which we will have here in the United’States in terms of eco- 
nomic development there, in terms of the stronger friendship, in terms 
of the impact that it will have on all the countries in that area, will 
more than repay us, and I would urge not only the 150 million dollars 
for Isreal but I would also urge substantially greater assistance to the 
Arab countries. 

Chairman Ricwarps. Thank you, Mr. Nathan. I venture to say 
you gave Brother Vorys a rather hard time that night. 

Mr. Vorys. When you say 90 percent of something is for capital, 
and you draw the analogy to our own country’s development, that 
immediately makes me think not of grants but of loans. Now, I am 
not debating, I am scared to debate with you, but I just wanted to 
say that that is what it sounds like to me. 

Dr. Naruan. Actually, the line of demarcation between relief and 
investment is pot a very clear and sharp line. Ten percent of this 
500 million dollars a year that is required is needed for outright relief; 
that is clear. Now, of the balance, about 250 million dollars a year is 
needed for strict economic enterprises, such as power factories, farm 
equipment and the like. Another 200 million is needed for housing 
and public works, health, and education. These are areas which one 
might describe as not of a strict investment nature. Normally that 
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is paid for out of flotation of loans, payment of taxes, and so forth. 
These kind of projects have been financed by our grant-in-aid 
program in many countries. 

I would say there is justification for a grant as well as loans. And, 
by the way, the 135 million dollars Israel has received in loans from 
the Export-Import Bank all went to specific, concrete economic 
projects, such as power plants, factories and specific agricultural 
settlements. 

The burden which the Israelis are imposing upon themselves and 
their posterity is so great that they ought to be given help in the 
form of grants for things like housing, public works, schools, hos- 
pitals, and items of that nature. 

Mr. Furron. We in the United States were paying approximately 
74 million dollars a year to keep the displaced persons in the [RO 
camps. By Israel’s ‘taking these people out of the camps and as- 
suming a portion of the burden, they have (1) assumed the duty of 
keeping those people, which the United States otherwise would have 
had to take care of almost entirely through the United Nations, and 
2) assumed the burden of resettling, which again was a United 
Nations Refugee Organization expense. So that there are those two 
continuing expenses that the United States would have hed to take 
care of had Israel not moved ia so strongly to take care of the refugee 
problem. And that is not a capital expenditure but an immediate 
expense and a drain on the economy of Israel, which would have been 
on ours. 

Mr. Vorys. I was the author of the IRO bill. After the chairman 
and I had seen those camps, I had a special interest in the matter. 
1 was the author of the bill, and our chairman was extremely helpful 
in getting that through in 1947. 

| have just had run-off here copies of the per capita economic aid pro- 
posed in this legislation before us. For title 1—that is Europe—the 
per capita aid is $7.22. For title 2 it is $1.03 per capita; title 3, 59 
cents; title 4, 16 cents*per capita. The 150 million dollars proposed 
is $1,000 per capita. 

Mr. Natuan. No; it is $100 per capita. 

Mr. Vorys. You said $2,500 per capita. 

Mr. Naruan. That is the total absorption. Of course, I might 
say one thing on that, Congressman. You see, the differences 
between needs that arise out of immigration and needs that arise out 
of normal development and natural growth in population are very 
substantial. Suddenly you drop a person in a country, and for that 
person you have to have a house; you have to have schools; you have 
to have highways; you have to have electricity, you have to have 
factories. So that the total impact suddenly falls upon the country 
and if immigration is large the impact is large. If you are going to 
have the kind of economy which Israel has there, which is a western 
ized economy in which the investment is roughly today about $2,500 
per capita, then the needs are large. If they had a very undeveloped 
country with very low investment per capita, the needs for absorbing 
newcomers would be smaller. 

You see, in a country where you are trying to pull up living standards 
it is so much different. If Israel were asking for participation for 
economic development for its existing population, I would agree with 
you 100 percent that on a per capita basis it might bear some relation- 
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ship to some other countries. But needs for immigration are different. 
I might say that, if we tried to double the capital and production and 
living standards of a country’s population over a 3-year period, then 
the needs would be comparable with the needs arising out of a doubling 
of population through immigration in 3 years. But that is a goal— 
doubling production of a given population within 3 years—which is 
beyond the realm of achievement. 

Mr. Javirs. Mr. Chairman, I would like to insert in the record, 
if | may, by unanimous consent, a declaration signed by 164 Members 
of the House in support of the McCormack-Martin bill. 

Chairman Ricuarps. Without objection, that statement will be 
included in the record. 

(The statement referred to is as follows:) 


It is the sense of the undersigned members of the House of Representatives 
that the United States should now grant economic assistance to the Government of 
Israel in order to assist it in absorbing its large influx of immigration and in de- 
veloping its natural resources and industries, so that, with its security and inde- 
pendence thus strengthened, Israel may become a military, economic, and ideologi- 
cal bastion for the free world in the Middle East, aiding in the maintenance of 
world peace, security, and liberty, and thereby promoting the general welfare and 
security of the United States. 

Accordingly, the undersigned express their support of H. R. 3458 and H. R. 
3488, the bipartisan bill authorizing economic assistance to Israel, introduced by 
Hon. John W. McCormack, majority leader, and Hon. Joseph W. Martin, Jr., 
minority leader, and 8. 1247, introduced by Senators Douglas, Taft, Anderson, 
Benton, Brewster, Butler of Nebraska, Cain, Duff, Ferguson, Gillette, Hendrick- 
son, Hennings, Hill, Humphrey, Hunt, Ives, Johnson of Colorado, Kefauver, 
Kilgore, Lehman, Lodge, Magnuson, Martin, McMahon, Morse, Murray, Neely, 
O’Conor, Pastore, Saltonstall, Smith of New Jersey, Sparkman, Thye, Tobey, 
Young and Mrs. Smith of Maine, continuing the traditional policy of the Congress 
shown by the joint resolution passed September, 1922, favoring Jewish aspirations 
in Palestine, and the concurrent resolution of December 20, 1945, favoring free 
Jewish immigration into and unrestricted development of Palestine as a democratie 
commonwealth. The undersigned urge early study and favorable action on these 
bills. 


Alabama 

Laurie C. Battle 
Edward deGraffenried 
Carl Elliott 

Albert Rains 


Arkansas 

Brooks Hays 

Boyd Tackett 
California 

Clyde Doyle 

Clair Engle 

Franck R. Havenner 
Chet Holifield 

Donald L. Jackson 
Leroy Johnson 

Cecil R. King 

Gordon L. McDonough 
Clinton D. MeKinnon 
George P. Miller 
Norris Poulson 

John F. Shelley 
Samuel W. Yorty 


Colorado 
Byron G. Rogers 





Connecticut 

John A. MeGuire 
Albert P. Morano 
James T. Patterson 

A. A. Ribicoff 

Horace Seely-Brown, Jr. 
Antoni N. Sadlak 


Delaware 
J. Caleb Boggs 


Florida 
Bill Lantaff 


Illinois 

William L. Dawson 
Thomas 8. Gordon 
Richard W. Hoffman 
Edgar A. Jonas 
John C. Kluezynski 
Peter F. Mack, Jr. 
Thomas J. O’Brien 
Melvin Price 
Adolph J. Sabath 
Sidney R. Yates 
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Indiana 

William G. Bray 

Winfield K. Denton 

Ray J. Madden 


Louisiana 

F. Edward Hébert 
Maryland 

J. Glenn Beall 

James P. 8S. Devereux 
George H. Fallon 
Edward A. Garmatz 
Lansdale G. Sasscer 


Massachusetts 

Harold D. Donohue 
Foster Furcolo 
Angier L. Goodwin 
Christian A. Herter 
Thomas J. Lane 
Philip J. Philbin 
Edith Nourse Rogers 


Michigan 

John D. Dingell 

Gerald R. Ford, Jr. 

John Lesinski, Jr. 
Thaddeus M. Machrowicz 
Louis C. Rabaut 


Minnesota 

John A. Blatnik 
Eugene J. MeCarthy 
tov W. Wier 
Missouri 

QO. Kk. Armstrong 
Claude I. Bakewell 
Richard Bolling 

A. S. J. Carnahan 
Frank M. Karsten 
Clare Magee 


Ne w Je rsey 

Hugh J. Addonizio 
Gordon Canfield 
Clifford P. Case 
Edward J. Hart 
Charles R. Howell 
Robert W. Kean 
Peter W. Rodino, Jr. 
Alfred D. Sieminski 
Charles A. Wolverton 


New Merico 

John J. Dempsey 
Ne w York 

Victor L. Anfuso 
Charles A. Buckley 
William T. Byrne 
Emanuel Celler 
Frederie R. Coudert, Jr. 
Isidore Dollinger 
James G. Donovan 
Sidnev Fine 

talph A. Gamble 
Ernest Greenwood 
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Ralph W. Gwinn 

Edwin Arthur Hall 
Leonard W. Hall 

James J. Heffernan 
Louis B. Heller 

Jacob K. Javits 

Bernard W. (Fit) Kearney 
Kenneth B. Keating 
Edna F. Kelly 

Eugene J. Keogh 

Arthur G. Klein 
Christopher C. McGrath 
William FE. Miller 
Abraham J. Multer 
James J. Murphy 
Harold C. Ostertag 
Donald L. O'Toole 
Adam C. Powell, Jr. 

T. Vincent Quinn 
Edmund P. Radwan 

R. Walter Riehlman 
John J. Roonev 

Franklin D. Roosevelt, Jr. 
Katharine St. George 
Dean P. Taylor 

William R. Williams 


North Carolina 
Charles B. Deane 
North Dakota 
Usher L. Burdick 
Ohio 

William H. Ayres 
George H. Bender 
Edward Breen 
Robert Crosser 
Wayne L. Hays 
Michael J. Kirwan 
Frazier Reams 


Oregon 


Homer D. Angell 
Pennsylvania 

William A. Barrett 
Earl Chudoff 

Robert J. Corbett 
Harmar D. Denny, Jr. 
Herman P. Eberharter 
Daniel J. Flood 
James G. Fulton 
William T. Granahan 
William J. Green, Jr. 
Augustine B. Kelley 
James F. Lind 
Thomas Ek. Morgan 
Harry P. O'Neill 
Cieorge M. Rhodes 
Hardie Scott 

Hugh D. Seott, Jr. 
Edward L. Sittler, Jr. 
Francis FE. Walter 
Rhode Island 


John FE. Fogarty 
Aime J. Forand 
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South Carolina 
Joseph R. Bryson 
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Washington 
Henry M. Jackson 


Hugh B. Mitchell 
Thor C. Tollefson 
West Virginia . 
M. G. Burnside 

E. H. Hedrick 
Harley O. Staggers 


Tennessee 

Howard H. Baker 

Clifford Davis 

Joe L. Evins 

Albert Gore 

J. Perey Priest es i 
Wisconsin 

Utah Alvin E, O’ Konski 

Charles J. Kersten 

Gardner R. Withrow 

Clement J. Zablocki 

Vermont Puerto Rico 

Winston L. Prouty A. Fernés-Isern (Res. Com.) 


Mr. Javirs. Mr. Chairman, I also wish to insert in the record a 
statement on the Mutual Security Program submitted by the Na- 
tional Council of Jewish Women. 

Chairman Ricuarps. Without objection, the statement will be 
included in the record. 

(The statement referred to is as follows:) 


Reva Beck Bosone 
Walter K. Granger 


STATEMENT SUBMITTED BY NATIONAL CounciL OF JEWISH WOMEN, NEw York, 
2 


Throughout its history, the National Council of Jewish Women has supported 
all measures designed to build a world of peace and stabilitv. In the recent post- 
war years, the NCJW has recognized the grim fact that peace and stability require 
military defense as well as the economic and social measures which normally line 
the path to peace and plenty. 

The members of council have not turned aside from the realities of the world 
today. When Korea was invaded the NCJW took a firm stand in support of the 
action of the UN Security Council and the United States in resisting aggression 
in Korea, 

But, at the same time, the NCJ W firmly expressed the view that military might 
alone would fail to secure a free, peaceful world. ‘‘We have had many tragic 
lessons to show us that military objectives once obtained fail us unless they become 
the prelude for broader democratic goals. * * * The United States must par- 
ticularly give concrete evidence of our intentions to the people of Asia. ‘This 
can best be done by increasing the scope of our point 4 program, by giving them 
direct economic aid such as the Marshall plan provided for Europe and by 
supporting the forces of democracy and independence now making themselves felt 
throughout Asia.”’ 

Americans are faced now with the same problem of dividing our strength and 
resources between military and economic aid. Again, the NCJW = stands firm 
in the belief that economic aid must not be sacrificed to the military; that we 
must not forget our total and long-range aims under the immediate threat of 
aggression. 

It is because of this unwavering conviction that we of the NCJW are writing 
to urge that the legislation for foreign aid give full and bold recognition to the 
need for economic assistance, especially to the people of Asia who are in such 
desperate need of help to achieve freedom and security. 

It is one of the tragedies of our time that the rich fruits of the great industrial 
power of the United States must be devoted to defense and security for as long as 
the threat of Soviet aggression continues. The tremendous obligations that we 
have undertaken in the Mutual Security Program must be maintained at full 
strength until the possibility of peace without military strength has been reached. 

But, although the United States is now foreed to engage in defensive military 
preparations on a scale unequaled by anything in American history, we cannot 
allow ourselves to forget that our military preparation is not an end in itself. 
We are prepared to defend the free way of life and, if necessary, to fight for it, 
but military defense is not enough. We must at the same time work constantly 
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to strengthen freedom throughout the world and thereby prevent the encroach- 
ments of communism. 

The most susceptible area for these encroachments is that vast part of the world 
where the majority of the people are on the verge of starvation, and where ill 
health and illiteracy dominate. It was about this part of the world that President 
Truman spoke when he urged a “‘bold new program for making the benefits of our 
scientific ‘advances and industrial progress available for the improvement and 
growth of underdeveloped areas.’”’ Our aim should be to help the free people of 
the world, through their own efforts, to produce more food, moré clothing, more 
materials for housing, and more mechanical power to lighten their burdens. Aid 
to the backward areas of the world is vital to the defense of freedom. If freedom 
is to be successfully defended, we must give this aid to the very limit of our 
ability. Through such a ‘‘bold new program” we will make clear to all the world 
our support of the United Nations Charter, which aims to create conditions of 
stability and well-being in the world through higher standards of living, full em- 
ployment, and conditions of economic and social progress, 

Economie assistance to raise the living standards of backward countries is not 
new in the history of the United States. In the Philippines and South America the 
United States has been giving such aid for many years. But the critical necessity 
which requires that we give generously of our economic aid now at the same time 
that we are so burdened by the tremendous cost of defense preparations is new now, 
and because it is new it has perhaps not been given its proper importance. 

The critical necessity stems from the fact that the Soviet Union and its satellites 
are using more than military weapons ii their struggle to gain mastery of the world; 
they are also using the weapons of ideological propaganda. We are all familiar 
with the theme of this propaganda which claims that only communism will bring 
peace and plenty to the world. What we must recognize now, before it is too late, 
is that the answer of the free world to this Communist line is proof in deed as well 
as word that the free way of life is the abundant way of life both materially and 
spiritually. 

The United States can prove this by making the point 4 program of technical 
assistance to the backward areas of the world the “bold new program” that was en- 
visaged when President Truman first set forth this program in 1949. The needs of 
the backward areas of Asia and the Near East, of India, Iraq, Pakistan, and the 
other countries of this wide area which lack the means to support their populations, 
seem overwhelming, but they can be met and overcome if sufficient aid is given in 
time. 

The United States is embarked on a tremendous program of establishing the 
mutual security of those nations of the world which are not under Communist 
domination. Security in the world today cannot come from military strength 
alone, no matter how important it is at present. In the long run what will build 
the strength of the free nations and enable them to counter Communist pressures 
is the social and political strength that come with economic stability and a high 
standard of living for all. Because we believe so firmly in the need for economic 
strength alongside of military strength, the NCJW urges that provision for eco- 
nomic aid to the backward areas of the world be on a scale large enough to achieve 
the ends of freedom and security which are our goal. We believe, moreover, that 
in order to give this program of economic assistance the importance it warrants 
it must be kept separate from the provisions for military security. The two are 
separate and distinct and should be kept so for the best effectiveness of both. 


Mr. Futon. Could I go just a little further on the question of the 
per capita cost? In order to compare two countries on a simple per 
capita basis, it would be necessary to have the same situation existing 
in each country. It is very hard to get the same basis in each country 
with the variety of countries we have under the program. 

Secondly, even if we took for comparison, countries where the 
people were settled, comparing them with other settled countries, we 
would be unable to get some relative figure of population for com- 
parison. 

Thirdly, taking a country where the people have an immigration 
influx of great proportions and also »n exnense without a capital 
addition to the economy, it is awfully hard then to compare that 
kind of country with a settled country. In conclusion, if we should 
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try to make the comparison per capita, we would have to deduct the 
preliminary expense of the arrival of these immigrants and then look, 
per capita, to see what goes to the country on a capital basis or for 
military aid or for the economic aid supporting military aid in the 
country. Would that not be the case? 

Mr. Natuan. Exactly. And what you said at first, Congressman, 
is so true. I would say today the per capita wealth in a country like 
France is probably around $2,000 per person; the per capita wealth 
in the United States is around $6,000 to $7,000 per person; the per 
capita wealth in India probably is not over $200 to $300 per person. 
Say vou wanted to try to increase the income of the French people 
by 10 percent. Income is related to wealth; it is the machinery plus 
the productive capital plus the ability. If you wanted to increase 
the income per capita in France by 10 percent, you would have to 
increase the wealth by that percentage. A 10-percent rise of wealth 
and income in India would call for much less investment than a 10- 
percent increase in France. 

Mr. Fuiron. Another point is this: Certainly the Jewish com- 
munities of the United States, and especially Pittsburgh, have more 
than done their share on the philanthropic approach to Israel. In 
addition to that, these United Sta'tes Jewish citizens have participated 
as usual in our community in local philanthropic activities that are 
mostly non-Jewish and general public welfare in character. So, | 
think we could say that the Jewish people in the United States, as 
well as Israel have done everything they could before coming to the 
Government for aid. 

Chairman Ricuarps. Mr. Nathan, Mr. Vorys spoke about relative 
per capita contribution that was proposed here. You say this is an 
extraordinary case on account of the refugees that come in. You 
have to add to that the refugees who were forced out of Israel whom 
we are helping to support. 

Mr. Naruan. I think you should. Of course, there is a question, 
Mr. Chairman, as tu whether they were forced out. That is political. 
I, of course, feel they should be given the maximum aid. I think they 
have got to be given every opportunity and every assistance for 
reabsorption. 

Mr. Futron. On that particular point of the Arab refugees that have 
left Israel, is it not a fact that preliminary steps have been taken by 
Israel under United Nations auspices to determine the value of the 
property which they left behind? Israel, through its Government, 
has already accepted the policy that it will make reasonable payment 
to those Arab refugees for property abandoned. 

Mr. Naruan. Yes; they have the comparable organization such as 
our Alien Property Custodian. 

Chairman Ricuarps. Of course, that doesn’t take care of livelihood 
and subsistence. 

Mr. Natuan. No. But if your funds provide the tools with which 
to work, there is a basis for self-support. Let us say you have Bedouins 
who have departed who had a herd of 10 goats or 20 sheep. Once 
those goats or sbeep are restored, the opportunity for livelihood is 
restored. 

Mr. Vorys. I remember your speaking of what it takes to increase 
per capita income. Here is a report of a group of experts appointed 
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by the Secretary General of the United Nations on measures for the 
economic development of underdeveloped countries. They say: 


It remains the case that a 2-percent increase in the per capita national incomes 
cannot be brought about without an annual capital import well in excess of 10 
billion dollars. 


That is for the underdeveloped countries, and in their list in the 
Middle East is Israel. 

Mr. NarHan. It takes a tremendous amount of investment to 
increase income and production. 

Mr. Chairman, I intended to ask if it would be all right to submit 
as part of the record a statement made by Mr. Sidney Sherwood, 
Secretary of the Export-Import Bank, in a speech in Philadelphia 
on February 20 of this year concerning the use of the Export-Import 
Bank loan by Israel. 

Chairman Ricuarps. Without objection, that will be included in 
the record. 

(The material referred to jis as follows:) 


Excerpts From AN AppRESS DELIVERED IN PHILADELPHIA ON Fresruary 20 
BY SIDNEY SHERWOOD, SECRETARY OF THE Export-IMport BANK OF 
W ASHINGTON , 


The Export-Import Bank, with $3 billion in outstanding loans or undisturbed 
commitments in over 40 countries, has few borrowers who have used their loan 
dollars more wisely or meticulously than has Israel. 

The loan to Israel was made in January of 1949 in the amount of $100 million 
to assist the new state in carrying out its economic development program. This 
loan to Israel was made only after long and thorough study of the economic risks 
involved. $35 million of this was allocated for the establishment of new farms 
and equipping and expanding of old farms; $20 million for expansion of existing 
industries and establishment of new ones; $20 million for transportation and 
tele-communications; and $25 million for housing and community facilities. In 
December of 1950 an additional credit of $35 million was authorized for continued 
agricultural development and construction of fertilizer plants. 

Now what has happened? In the 2 years which have elapsed since the first 
credit for agricultural development was established in the amount of $35 million, 
Israel has invested twice that amount or the equivalent of over $70 million. 
These funds have been used for the development or expansion of about 20,000 
farms. Israel’s food output has increased approximately 50 percent in the 2 years 
since the beginning of the Export-Import Bank program. More than 300 separate 
Israeli firms, large and small, have received loans under the $20 million allocated 
from the credit for industry. The total invested capital of these firms is four 
times the amount of the loans. 

Out of funds allocated from the Export-Import Bank loan the port of Haifa 
has been enlarged and equipped with cranes and other handling equipment which 
have increased its capacity by reducing the turn-around time of ships which for- 
merly had to lie at anchor for long periods awaiting a berth at the pier. 

Six million dollars of the loan was used for the purchase of trucks and busses to 
replace and augment outworn equipment. In order to make the loan dollars 
available go as far as possible, the Israelis purchased the chassis and motors in 
the United States and either built their own bodies in Israel or converted 
bodies from old British lorries. Th?s is an example of Israel’s prudence and 
ingenuity in utilizing its credit. 

However, one basic fact continues to challenge the new state. Even with the 
phenomenal progress made thus far in increasing the output of farm and factory, 
the increase in Israel’s productive capacity is not keeping pace with the increase 
in her population. Until this gap is closed, Israel will continue to maintain her 
balance of payments only in precarious equilibrium through foreign contributions 
and investments. 

But I believe that Israel will succeed in her economic program. I base that 
optimism on my recognition of Israel’s greatest asset—the dedication of one and 
all to the successful economic development of the country, backed by the will to 
work. One cannot visit the farms and factories of Israel today without noting 
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that same pioneer spirit, courage, and determination which dominated the 
United States in the early stage of its development. 

Mr. Carnanan. Mr. Chairman, the Jewish people, in their new 
nation, Israel, have very dramatically shown what can be done by 
intelligence and hard work, with a purpose and with determination. 
They are and can continue to be an effective force in the struggle for 
survival now so dangerously challenging the free world. Now, when all 
free peoples must unite or perish, this new democracy should be 
encouraged and helped to further use their skills in the struggle. 

Mr. Roosevetr. Mr. Chairman, | would just like to point out that 
a great deal of emphasis has been placed on the fact that this bill is in 
the national interest of the United States and its people, as well as in 
the interest of peace and security for the world. I have visited 
Israel, and it is my deep conviction that the free peoples of the world 
have a showcase for the advantages of a free society in this great 
little country. We owe a great deal to Israel for having taken the 
refugees off our hands out of the DP camps. 

On the other hand, we have a showcase which can be a great moral 
force in a very sensitive area, in the whole Middle East, as was said 
earlier. For that reason, I don’t think we ought to apply a per 
capita standard in any way at all. 

Mrs. Ketiy. Mr. Chairman, I join my colleagues in welcoming Mr. 
Lipsky, Dr. Schwartz, and Mr. Nathan. After listening to their report 
one wonders if we are living in a civilized world. I am sure the people 
of Israel will remain a strong force in defense of the free world. I 
would like to know if there is any dollar estimate of the property that 
the Jewish refugees were forced to leave behind in the countries of the 
world when they sought refuge in Israel, and the dollar estimate of 
their confiscated property in Germany. 

Mr. Naruan. | know one discussion was had with the authorities 
in Germany concerning the possibility of reparations. As I recall 
the figure there, the estimated value of property Jost in Germany 
alone was somewhere around a billion and a quarter to a billion and a 
half dollars. That would involve some 500,000 or 600,000 people 
I don’t know of any estimate of all the other countries, but I am sure it 
would run into many, many billions of dollars. 

Mrs. Ketry. Is there any estimate of how much it cost the Allies 
to support a refugee person in a DP camp per annum. 

Dr. Scuwartz. You mean per capita cost or total cost? According 
to our calculations, the per capita cost of supporting a person in a 
camp in 1947 ran about $30 to $35 per month. Of course this includes 
expenditures other than those of TRO or UNRRA. 

The State of Israel has taken in people who are [RO-eligible refugees, 
in the neighborhood of 150,000. Those are people who would be 
eligible for [RO assistance if they remained not only in the DP camps 
but in any one of the countries of Europe. Now, if you take the 
150,000 and multiply that by the per capita cost, which incidentally 
has increased today because of rising prices, you get a fair estimate. 

Mr. Naruan. It would be about $100 million per vear. 

Mr. Carnanan. Is there any estimate of how many more refugees 
Israel will likely have to take? 

Mr. Naruan. On the basis of present judgments as I pointed out, 
the Israel leaders believe that probably another 600,000 will move 
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there under some degree of compulsion or other. On the basis of 
the present judgment they believe that will pretty much bring an end 
to compulsory emigration. Of course no one can tell what might 
happen because a country which today may be forcing Jews to emi- 
grate, may tomorrow close its gates and another country, where Jews 
live in high insecurity but are denied exit, may open its gates tomorrow 
and force them out. On the basis of the best judgments, another 
600,000 will go to Israel and so-called compulsory emigration may be 
over in another 3 years. 

Mr. CarNAHAN. Another 3 years? 

Mr. NatrHan. Yes, sir. 

Mr. Carnawan. What is the density of population in Israel? 

Mr. Natsan. One million four hundred and fifty thousand in the 
country of 8,100 square miles, which equals about 180 per square mile. 
The density is quite a bit lower than some of the very densely popu- 
lated countries of Western Europe, substantially higher than other 
countries. 

When you go into Israel—and I was there a few months back— 
it is significant to note that vast areas of the country are not populated 
in any real degree, such as in Galilee and most of Negeb. 

It is my judgment that perhaps Israel’s population could go to 
3 million to 4 million persons in a decade on a self-supportimg basis, 
provided there is adequate capital. 

Mr. Carnawan. And they are only up to 1,250,000? 

Mr. Narsan. One million four hundred and fifty thousand. 

Mr. Carnanwan. At the present time? 

Mr. Natuan. Yes, sir. 

Mr. Fuuron. Isn’t it true that the land which is owned by the 
Arabs in Isracl has gone up very much in value? 

Mr. Natruan. Yes. 

Mr. Futron. And in Israel the productivity of the Arabs there has 
gone up considerably so that their real wages are much higher? 

Mr. NATHAN. Yes, sir. 

Mr. Futron. And the relative standard of living of the Arabs in 
Israel has therefore improved since the State of Israel has been formed? 
Is that right? 

Mr. Natuan. Yes. There are studies that have been made—I 
haven’t the precise figures—but they definitely indicate a rise in the 
income and productivity of the Arabs in Israel. 

Mr. Futon. In countries where the refugee Arabs have moved to, 
I believe there is now a recognition that these refugees will have to 
be resettled and those countries are pressing programs of long-time 
resettlement among their ethnic groups. Is that right? 

Mr. Naruan. That is right. 

Mr. Futon. So that the problem is not being neglected in respect 
to the Arab refugees, nor is the problem of the Marshall plan develop- 
ment being neglected. Is that right? 

Mr. Naruan. Yes. The amount involved under the present bill 
for Arab countries is perhaps inadequate under the present circum- 
stances. On the other hand, I want to emphasize that there are 
countries where you cannot pour resources in quickly. 

I am interested in the problem of Burma. I may go there in 3 or 
4 weeks. I have been in Indonesia. You cannot take a country 
that is undeveloped and expect it to be fully developed in 3 or 4 
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years. You have got to develop know-how in the country in order to 
utilize modern techniques. We have to make rather large inroads 
quickly and we should go a little further than may be justified rather 
than give less. 

Mr. Jupp. When we worked on the ECA a balance of payments 
formula was worked out for determining how much to give them 
rather how much to send them, for it was not money but goods. How 
do you arrive at the $150,000,000? Is that to be goods? 

Mr. Natuan. It is the basis of net imports above and beyond 
what they can foresee as being financed from existing and prospective 
sources. 

Mr. Jupp. Is it the same formula? 

Mr. Natuan. Yes; it is the same formula. 

Mr. Jupp. What is it mostly, tools, or for housing, or what? 

Mr. Natruan. Yes; a little of it is for housing and some is for raw 
materials, and some of it is for food. You might ask why is some of 
it for consumer goods. When you divert a large part of your popula- 
tion to producing capital goods your people have to be fed and there- 
fore imported consumer goods help increase investment outlays. 

Mr. Jupp. Have you got some of that money earmarked for 
tobacco? 

Mr. Naruan. I do not believe there is any in there for tobacco. 

Mr. Jupp. You ought to have some in for tobacco if you want 
maximum support in Congress. <A lot of the ECA countries have. 

Mr. Fuuron. We have friendly countries around the world who 
can be of help to us in developing the free world. I believe Israel 
has approximately 100,000 men trained or under arms at the present 
time m an active force. In addition, Israel has another 100,000 men 
in a reserve who are fully trained, so that there is a total force of 
armed men of approximately 200,000 that Israel is supporting, forming 
its economy, who are in large part nonproductive but nevertheless for 
our defense. Is that right? 

Mr. Natuan. I do not know the precise figure, but I have read 
about such figures, and on the basis of what I have read, and on the 
basis of what I have experienced I think that would be a very reason- 
able figure. 

Mr. Jupp. Ten percent of the population under arms must include 
most of the men in the country. 

Mr. Natuan. Their ratio of total mobilized forces in 1948 and 
1949 was quite out of the ordinary. 

Mr. Jupp. They were at war then. 

Mr. Naruan. Yes. 

Mr. Jupp. Is there a shortage of employment there? 

Mr. Naruan. There is full employment today. 

Mr. Jupp. I mean a shortage of people to work. 

Mr. Naruan. Well, in a sense it is not possible to answer the ques- 
tion outright because a lot of the people are working at what I would 
call not fully productive activity. You take a man who is good on 
working at machinery, but he has hand tools to work with. He is 
employed, but not fully employed. 

By and large, there is a reasonable balance in the supply and demand 
of labor. 

Mr. Jupp. It has always been a source of wonder that there are 
80 many Jewish communites in so many places. For example, in 
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Iraq, is it possible that the Jews there are descendants of the ancient 
peoples who were taken there at the time of the Exile? 

Dr. Scuwarrz. It is one of the oldest Jewish communities in the 
world. They are direct descendants of those exiles. 

Mr. Jupp. You don’t mention Spain. Have there been anti- 
Semitic pogroms in Spain? 

Dr. Scuwarrz. There have not been any pogroms. The popula- 
tion in Spain, the Jewish population, is insignificant. They had 
population of Jewish refugees during the war, but the refugees were 
there temporarily. The Jewish community in Spain is very tiny. 

Mr. Jupp. Franco told some of us one night that one of the reasons 
his country was not to be compared with Hitler’s Nazi state was 
because the basis of nazism was nordic racial supremacy and persecu- 
tion of the Jews, whereas Jews had been living in Spain for many 
centuries, and had not been persecuted. 

Chairman Ricuarps. | was in Spain a number of vears ago, and 
we talked to a group of Jews. They told us there was no persecution 
now. 

Dr. Scuwarrz. There is a Jewish community in Madrid and 
Jewish community in Barcelona, both of them very small. They are 
insignificant in numbers and have not counted very much, politically 
or economically, in the country, and, therefore, did not come within 
the purview of the broad picture we are trying to portray here. 

Mr. Risicorr. I would like to ask one question to round off the 
picture of your statement. Is there to be some comment about the 
present anti-Semitism behind the iron curtain, including Soviet 
Russia today? 

Dr. Scuwariz. We know very little about what happened to the 
native Jews of Russia during the war except that substantial numbers 
of them had disappeared and were killed. Some of that was due to 
the fact that the armies of Hitler occupied a very substantial part of 
Russia where there were large concentrations of Jewish aon ition. 

We do not know very much about what happened to the Jewish 
communities in Russia, except that we do know there is a great de- 
sire on the part of many of them to get out and to leave the country. 
If Russia ever adopted a policy of permitting people to emigrate | 
am certain there would be a tremendous flow of Jews from that coun- 
try toward Israel and toward the west. That, again, has not come 
within our purview because Russia has consistently adopted a policy 
of not permitting anybody to leave the country. There is no use at 
the present time in talking about the emigration of Jews from Russia. 
They are not permitted to leave. 

We do, however, have a substantial body of facts about people in 
other countries behind the iron curtain. In Rumania, Poland, and 
Hungary the people have been anti-Semitic, and have been for a long 
time. Today the Jews are subject to all kinds of discriminations, 
primarily by reason of the fact that they are looked upon as class 
enemies and undesirable. 

At the present moment thousands of Jews, former middle-class 
people, are being expelled from the principal cities of Hungary on 
the basis that they are nonproductive persons, and therefore not 
desirable in the population and their places are being taken by so- 
called productive workers. The nonproductive people are being 
ordered out of their homes and businesses on a 24-hour notice. 
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In Rumania some of the most prominent Jews have been thrown 
into jail, and have no right of counsel and no right of habeas corpus, 
and their families cannot see them. There are about 100 of the 
most prominent Jews who are in that category. 

These are some of the most important factors in this desire for 
emigration. There are thousands upon thousands of Hungarian Jews 
who are begging and pleading for the right to leave the country. 
Up to this time the Hungarian Government has been very strict 
about the allocation and distribution of passports. In Rumania 
where the policy of the granting of passports is more liberal, from 
7,000 to 8,000 are leaving for Israel each month, and that number 
could be increased to 15,000 if the shipping were available and if the 
Government would liberalize its policy. 

Mr. Jupp. Did you say this persecution was on a class basis? 

Dr. Scuwartz. Well, most of these people are middle class. 

Mr. Jupp. Do you yourself believe it is on the basis of their being 
middle class people, or is it anti-Semitic? 

Dr. Scuwarrz. It is difficult to draw the line. The Government 
says it has nothing to do with religion or race. They say it is purely 
social, but when vou talk to the people at large in the streets you get a 
different picture. 

Mr. Jupp. For the record, what is the national debt of Israel? 

Mr. Naruan. The internal debt of the country is 115,000,000 
Israeli pounds, which is about $300,000,000 in American money. 

Mr. Jupp. Total internal direct debt? 

Mr. Naruan. Internal and external. The internal debt is 74,000,- 
000 pounds. The amount of debt payable in American dollars, mostly 
to the United States Export-Import Bank, was at the end of 1950 
37,000,000 pounds. The balance is about 4,000,000 pounds sterling, 
Swiss, and some other currencies. The total external and internal 
debt is about 115,000,000 pounds, which, as I said before, is equal to 
about $300,000,000. 

Mr. Vorys. The question came up of the cost of the DP’s under 
IRO. I find that for the first vear 1947-48 it was supposed to be 
$115,000,000, and we put in $73,500,000, but they only reecived, all 
together, they only spent $75,675,840. There were at that time, 
according to our committee report, 1,037,404 in the eamps, of which 
193,332 were Jews. 

It would look, figuring roughly as | have, that the cost the first 
vear was about $75 a head. The second year they collected 
$117,000,000, and I presume there was a reduction in the number in 
the camps the second vear, so that it would have gone up from that 
low figure of only about $75 a head. 

Dr. Scuwartz. That probably does not include some of the costs 
which were borne by the Army rather than by the TRO. Quite a 
number of costs were borne directly by the United States Army in 
Germany. 

Mr. Vorys. Not after [RO started. Up to 1947 the Army did bear 
a great deal of the costs, of course, my figure does not include the very 
large and substantial charitable support which came from many 
organizations, including the Jewish Welfare Organization. 

Dr. Scuwarrz. Nor does it include some of the charges made 
against the German economy. 
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Mr. Futron. Nor the amounts put up by individuals. The original 
expenses were paid by the Resettlement Exchange or by private 
individuals in many cases. 

Chairman Ricuarps. We have one more witness from the American 
Veterans Committee. He has been waiting patiently. 

Mr. Javirs. What is the maintenance cost of the Israeli armed 
forces in terms of money, and the gross national product? 

Mr. Naruan. Those figures are not available. 

Mr. Javirs. That cannot be estimated? 

Mr. Narwan. I do not know the basis for an estimate. That is all 
internally financed, but they never publish their defense cost in the 
budget. 

Mr. Javirs. We are comparing similar costs for security of the free 
world and we have received figures like that as to other countries. 

Mr. Naruan. I think you could possibly get it in executive session. 
I know it is sizable. 

Mr. Javirs. Would you tell us, if you can, to what extent the 
United States could depend upon the Israeli forces in the event of 
armed aggression in the Near East? 

Mr. NarHan. I am not a military expert, but I think I know the 
Israeli people, and L think they are highly individualistic and highly 
resistant to regimentation and totalitarianism. There is not any 
doubt in my mind but that the over-whelming orientation is to the 
west, in the minds of the Israeli people. In spite of the way they felt 
at the beginning of World War II, when the situation in central 
Europe was desperate for Jews, when they could have been moved 
out and the British severely held down Palestines immigration, the 
Jews joined with the British to fight on the side of the allies. It 
would be my judgment that we could count on that country 100 
percent in the terms of real participation, and they would throw in 
their forces completely. 

During World War II they produced over $100,000,000 worth of 
equipment for the British armed forces, including land mines, Jerry 
cans, and industrial equipment. I do not think the industrial po- 
tential is insignificant by any means. 

Chairman Ricnarps. Are there any other questions? 

Thank you very much. We appreciate your being here. I am sure 
we will profit by what you told us. 

We have one more witness. We have with us tonight Mr. Andrew 
E. Rice, member of the National Planning Committee of the American 
Veterans Committee. 

Mr. Rice, have you a prepared statement? 

Mr. Rice. Yes; Mr. Chairman, I do. 

Chairman Ricuarps. It is a very short statement, I see. 

Mr. Rice. Yes; I would like to read it. 


STATEMENT OF ANDREW E. RICE, MEMBER OF THE NATIONAL 
PLANNING COMMITTEE OF THE AMERICAN VETERANS COM- 
MITTEE 


Mr. Rice. Before I read my statement, I would like to say this: 
Unlike the other witnesses, I am not an expert in total world di- 
plomacy. I represent the general citizenry who has strong feelings 
on the general picture of our foreign policy without reference to any 

















Sir ad te Sen aie 


THE MUTUAL SECURITY PROGRAM 693 


single part of it, and I think the opportunity to testify here is one 
example of the sort of thing that could not happen in a totalitarian 
country, and the sort of thing which I, and my organization, appreciate 
very much. 

My name is Andrew E. Rice. I am a member of the National 
Planning Committee of the American Veterans Committee, an organi- 
zation of World War II and Korean War veterans. AVC is grateful 
for this opportunity to appear before the Foreign Affairs Committee 
to present its views on the Mutual Security Program. 

AVC wholeheartedly endorses the broad outlines of the Mutual 
Security Program. Thebasic principle of this program is expressed 
in its titke—the concept that the security of the free world is dependent 
upon the cooperation of all its members. AVC from the beginning 
has rejected the “‘go it alone” thesis advocated by General MacArthur; 
as veterans who fought side by side with our allies in the Second 
World War and who are again fighting side by side in Korea, we know 
the value of teamwork. Collective security is the only possible 
answer to the world-wide threat of Communist aggression. 

Because we support the principle of mutual action, we support also 
the strengthening of the military and economic might of our allies in 
Western Europe. AVC’ers can testify from personal experience that 
Europe is easier to defend than to liberate. But I should like to add 
one word of warning, and that is that in our plans for the common 
defense of Western Europe, we must never forget that the system 
we are defending is the democratic way of life. The people of Western 
Europe, who have suffered the terrible destructiveness of two world 
wars within a single generation, must have faith that they are defend- 
ing a philosophy that really means what it says. AVC believes that 
to include Spain in the North Atlantic Pact and the Mutual Defense 
Assistance Program would seriously undermine the confidence of our 
allies in our firm devotion to the democratic system and would offer 
ready-made and effective propaganda to the Communists. More- 
over, the recent civil disturbances and strikes in Spain raise serious 
doubt as to the reliability and effectiveness of Franco’s armies. 

Europe must remain the focus of our plans for military security. 
Elsewhere in the world military aid can help to build a strong shield 
of protection. But even more important in these less developed areas 
is the strengthening of the economic fabric which underlies a healthy 
society. Part of our economic aid in Asia, the Middle East, and Latin 
America, will be rightly directed to developing the sinews of effective 
armed defense: strategic raw materials, adequate transportation 
facilities, and the like. But an equally important part will—and 
must—be aimed at a general raising of the living standards of the 
people. 

This concept—that the wealthy nations of the world should pro- 
vide their technical and economic services to help the poorer coun- 
tries increase their productivity to provide better conditions of life 
for their people—is known today as Point 4. Although the proposed 
program clearly recognizes the value of this aspect of our foreign aid, 
AVC believes that it fails to make the promise of Point 4 a vivid and 
convincing one to the nearly 2 billion people who live in the under- 
developed areas. It is vitally important to remember that whereas 
we may hope that within a few years the total mobilized strength of 
the free world may be great enough to discourage armed aggression 
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and permit us to taper off all the military end-item and related pro- 
grams, the Point 4 concept is a long-range one. Standards of living 
cannot be raised overnight; it is a slow, difficult process. The aspira- 
tions of the people of the new nations of south and southeast Asia, 
however, are burning ones, and if we fail to set our sights for the long 
pull they will become disillusioned and bitter. 

One basic consideration must not be overlooked: It is the confidence 
and lovalty of the people which we must seek. Governments, many 
of them still inexperienced with democratic forms and processes, may 
come and go and their support is utterly meaningless if the demo- 
cratic way of life has not also succeeded in fufilling the hopes of the 
people. AVC believes that it is unfortunate that the President in 
his message did not give a ringing affirmation of the Point 4 idea. 
In the battle for the minds and hearts of men, the promise of Point 4 
is perhaps our greatest weapon. I hope the committee, in presenting 
its report, will emphasize its faith in the expanding opportunity for 
progress which Point 4 offers. 

One further point should be made. I have already spoken of the 
significance of the principle of mutual aid. This principle is now 
well-established in our military and economic programs in Europe. 
For the underdeveloped areas of the world, however, the United States 
has been grudging in its support of the multilateral approach. For 
the 1952 fiscal vear, for example, exactly the same amount is proposed 
for the United Nations Technical Assistance Program as in 1951 
a paltry $12,000,000. No consideration whatsoever appears to have 
been given by the President to the recommendations of his own 
International Development Advisory Board, headed by Nelson 
Rockefeller. The Rockefeller report outlines a comprehensive 
program for international financing of development projects. Here 
is an imaginative, yet practical plan. Congress should take steps 
soon to translate the Rockefeller recommendations into law. 

Finally, it is never inappropriate to recall that, just as our military, 
economic, and technical aid programs abroad should be closely linked 
for effective action, so are domestic happenings in the United States 
closely linked with the success of our policy abroad. It is a bitter 
fact but there can be little doubt that the tragic race riot in Cicero, 
Ill., recently, for example, will be a potent weapon in the unceasing 
war of ideologies which the Communists are waging against us. Our 
actions at home must live up to the brave promises of freedom and 
justice we make abroad. The United States cannot afford to be the 
weakest link in its own world wide mutual security program. 

Chairman Ricnarps. Thank you, Mr. Rice. 

Are there any questions? 

Mr. Jupp. Mr. Rice, did you protest when we sent aid to Russia 
during the war against Hitler? 

Mr. Rice. No; we were not in existence at that time. 

Mr. Jupp. Would you have protested if you had been in existence? 

Mr. Rice. No; because they were an ally in a great war against a 
common enemy. 

Mr. Jupp. Do you think there is more democracy in Russia than 
in Spain? 

Mr. Rice. Certainly not. 

Mr. Jupp. But you put it on the basis that Spain is undemocratic? 

Mr. Rice. Yes. 
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Mr. Jupp. And that the Mutual Defense Assistance Program would 
seriously undermine the confidence of our allies in our firm devotion 
to the democratic system. Yet you favor aid to Tito. I am in favor 
of suitable aid to both of them for the same reason. Tito and Franco 
are of no threat to the United States and insofar as they oppose 
Russia which is a threat, they are valuable to the United States, and 
| think you can do more to improve conditions in the countries by 
trying to work with them than by quarantining them. 

Mr. Fuuron. Do you think it would be advisable to apply some 
conditions to the aid? 

Mr. Rice. I know it has been done. In the Philippines some very 
stringent conditions were attached before aid was given. It is different 
in Spain. Spain does not make a pretense of representing itself as a 
democratic country. 

Mr. Fuuron. I went to Spain in January and was considerably 
surprised by the amount of freedom of speech. Most of the people 
in the streets stated that Franco’s regime was greatly limited. In 
your statement you say: 

Moreover, the recent civil disturbances and strikes in Spain raise serious doubt 
as to the reliability and effectiveness of Franco’s armies. 

That statement, to me, raises considerable doubt as to whether 
Franco’s type regime is lasting and permanent. It is one of the best 
evidences why we should be helping, because you said on the other 
side that it is the confidence of the people we should seek in these 
countries. 

I was in Barcelona when the United States Navy arrived, and we 
were never so well received as American citizens. There was not a Com- 
munist demonstration against the men in the fleet, or the fleet itself. 
In fact, | have changed my mind completely about the present prob- 
lem of Spain now after having been there, and after going to the 
University of Madrid and having been given an opportunity to discuss 
the democratic system, and how it works in this country. 

Don’t you think it is possible by this aid and by our example to 
help them move further toward liberties and human rights? Maybe 
we should not quarantine them. 

Mr. Rice. The danger is we will strengthen a regime which has 
already lost the confidence of the people, as you have indicated. 

Mr. Jupp. As you improve the condition of the people the pressures 
for greater freedoms within the country become irresistible. My 
experience is that spreads the ideas and improves the conditions for 
the people, and then no genuinely Spanish Government—and what- 
ever Franco’s government is, it is a Spanish Government as against a 
foreign country—and no genuinely Spanish Government can long 
resist those pressures which I mentioned. 

Mr. Rick. Much of our aid to the Marshall plan countries has not 
reached the people. 

_ Mr. Jupp. The people of Greece were not much better off than 
in 1947, but their country is free, and if it is free they get a chance 
to strengthen their Government. If it had not been given to them 
in the first few years after the war there wouldn’t be as much chance 
to improve themselves. 

Mr. Fuuron. The Marshall plan was originally based on capital 
iiems, and the people do not consume power plants. The rise in 
consumption level comes later. There is a necessary delay. The 
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United States first put in emergency relief needs, and then we later 
fill in an increasingly greater percentage with the capital items. 
The level-of-living rise must come necessarily as the individual 
economies produce. ' 

Mr. Rice. Greece was in the throes of civil war within its owy 
borders. That is not the situation in Spain. They are not quite 
similar. 

Mr. Jupp. If you get to the people with the ideas, even if you 
have to do it under a bad government, that is the best way to do it 
rather than sitting on the side and throwing brickbats at them. 

You said you reject the “go it alone’ policy of General MacArthur 
He said there are situations where if the other allies don’t we mus! 
go it alone. 

The Secretary of State recently made a reference to the United 
Nations and what would happen if the United Nations should decide to 
withdraw. Do you think we should withdraw troops and go it alone? 

Chairman Ricuarps. I disagree with you that the United Nations 
wants to withdraw our troops from Korea. 

Mr. Jupp. I did not say that. I said suppose the United Nations 
would decide it would be better to pull out. 1 would favor going it 
alone under those circumstances, 

Chairman Ricnarps. Thank you very much, Mr. Rice. 

Mr. Fu.tron. We thank the witness for his fine statement and good 
presentation. 

Mr. Javirs. I want to join in that expression of appreciation to the 
witness for his statement. 

Chairman Ricuarps. The committee stands adjourned until 10 
o’clock tomorrow morning. 

(Whereupon, at 11:01 p. m., the committee adjourned until Friday, 
July 20, 1951, at 10 a. m.) 
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FRIDAY, JULY 20, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON ForeiGNn AFFAIRS, 
Washington, D. C. 

The committee met in the House Foreign Affairs Committee room, 
the Capitol, at 10 a. m., the Hon. James P. Richards (chairman) 
presiding. 

Chairman Ricuarps. The committee will come to order, please. 
We will continue hearings on the Mutual Security Program legislation. 
Our first witness this morning is Gen. 5. L. Scétt. General, will you 
tell us what your job is and what you do? 


STATEMENT OF GEN. S. L. SCOTT, DIRECTOR, MILITARY 
ASSISTANCE, DEPARTMENT OF DEFENSE 


General Scorr. I am Director of Military Assistance in the Office of 
the Secretary of Defense. 

Chairman Ricuarps. What is your function? 

General Scorr. I am in charge of the coordination of the Mutual 
Defense Assistance Program for the Secretary of Defense. 

Chairman Ricwarps. Will you proceed, General? Do you have a 
prepared statement? 

General Scorr. No, sir. I would prefer to take up several points 
which I think the committee is very much interested in. 

Chairman Ricnarps. Would you rather complete vour point before 
questions are asked, or would you mind being interrupted along the 
way? It is all right whichever way you want to do it. 

General Scorr. I have no objection to being interrupted. The 
elements divide themselves into parts so that you will find that the 
questions come after each part. 

Chairman RicHarps. Suppose we ask the questions after each point 
as it is presented. 

General Scorr. This morning I would like to cover the following 
points: First, the ceiling of $100 million on the outstanding contracfual 
authority under reimburseable aid (sec. 408e) provisions of the act; 
second, the ceiling placed upon excess limitations; third, the criteria 
and the basis for our programs, how they are developed; fourth, our 
obligations; fifth, deliveries; and sixth, the country set-up for programs 
and how it is broken down. 

Taking the first point, the question of the ceiling on the outstanding 
contracts that is available for reimbursable aid; as you know, the 
present legislation limits that——— 

Chairman Ricwarps. What kind of contracts? 
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General Scorr. Reimbursable contracts under 408 (e). The present 
limitation, $100 million, which was included in the 1950 MDAP Act, 
is definitely limiting our operation and especially affecting the sales to 
Canada. They are modernizing their army; they are adopting Ameri- 
can standards. As a result of that policy they need a lot of equipment 
from us and are willing and able to buy it. 

Of the present $100 million ceiling, 98 percent has been used, leaving 
$2 million. $81 million of the $98 million is in connection with our 
operation in Canada. 

(Discussion off the record.) 

Mr. Risicorr. | think any restriction as to what we should do with 
Canada would be shortsighted, because, if we have one friend it is 
Canada, and we should allow them to strengthen their forces at their 
expense rather than ours. 

General Scorr. That is why we are raising it. It does restrict 
Canada in buying materials for war. 

We think that the proposed $500 million ceiling will meet the re- 
quirements of Canada and other nations desiring to purchase war 
materials. ’ 

Are there any questions on that? 

Chairman Ricuarps. Are there any questions on that point? 

Mr. Mansrievp. Are there other countries besides Canada? 

General Scorr. There are around 47 countries throughout the 
world that are buying from us, but in most cases the amounts are 
small and contractual authority for lead-time items is not involved. 

Mr. MansrFievp. There are 47 countries that you can work with on 
a reimbursable basis under 408 (e), just as you can with Canada? 

General Scorr. Forty-seven countries have made application for 
reimbursable aid throughout the world. 

(Discussion off the record.) 

General Scorr. Practically all of it is for Canada. The rest is in 
small amounts. I can give you the figures if you want them. 

Chairman Ricnarps. Do you not think we ought to have those 
figures in the record? 

Mr. Soiru. [| think so. 

Chairman RicHarps. So do I. 

General Scorr. I can give you the countries to whom we are making 
available reimbursable aid and the amounts. 

Chairman Ricuarps. You would not want to put that on the open 
record; is that correct? 

General Scorr. That is true. 

Mr. Vorys. Is that information about Canada classified? 

General Scorr. What they propose to do I do not think has been 
released. I do not think it should be released. 

Chairman Ricuarps. You will furnish that information to the 
members of the committee? 

General Scorr. Yes, sir. 

Chairman Ricnarps. Which will take in all of these countries 

Mr. Vorys. Generally, is it South American countries? 

General Scorr. There are many South American countries included. 

Mr. Vorys. We hope they buy instead of getting it for free. 

Mr. Eaton. What was your hope based on—experience? 

Mr. Vorys. Just hope. 

Mr. Eaton. Or imagination? 
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Mr. Suitru. Not experience. 

General Scort. 1 can read the countries if you want them Argen- 
tina, Australia, Belgium, Bolivia, Brazil, Canada, Chile, Colombia, 
Costa Rica, Cuba, Denmark, Dominican Republic, Ecuador, El Salva- 
dor, France, Indochina, Haiti, Honduras, India, Italy, Korea, Malaya, 
Mexico, National China, Netherlands, Norway, Pakistan, Paraguay, 
Peru, Philippines, Portugal, Saudi Arabia, Thailand, Union of South 
Africa, United Kingdom, Uruguay, and Venezuela. 

Mr. Eaton. What basis do you place the eligibility on? 

General Scorr. Under the act, we are not permitted to make equip- 
ment available to any country unless their own self-defense, or defense 
of the area is important to the security of United States. 

Mr. Vorys. That must be mostly chicken feed, odds and ends. 
What is it in general for the end items that they need? Can you give 
us a general description of that, the $9 million worth? 

General Scorr. It is largely for South America. It is for the equip- 
ment which is made available to them from our surpluses. 

Mr. Vorys. What would a country like Denmark want with that, 
or Iceland? 

General Scorr. Denmark is very small. The amount is only $600. 
Iceland has around $15,000, consisting of some radio tubes urgently 
required for a radar navigation station, and not available except from 
service stocks. 

I want to make clear that this list of countries that I just gave you 
includes countries whose eligibility has not been dete rmined. It 
includes countries which have made application for reimbursable aid, 
but not funded. In other countries the amounts have been funded. 

Mr. Smiru. General, to what extent is Canada swinging into the 
defense business? 

General Scorr. We think they are doing very well. 

Mr. Smita. What percentage of their industry is getting into 
defense work only? 

General Scorr. I do not know. 

Mr. Sarru. [| think that is important. 

General Scorr. The percent of the total effort? 

Mr. Situ. Yes. 

General Scorr. I cannot answer the question. 

Chairman Ricuarps. Are there any other questions on this point? 

Mr. Smirx. Do you know what Canada’s program is in the defense 
field, the gross total? How much are they spending for rearmament? 

General Scorr. Their defense budget? 

Mr. Smiru. That is right. 

General Scorr. We have that. 

Mr. Vorys. Does that come up later? I thought, from the way 
you have set it up, that you are going to give us what the various 
countries are doing. 

Mr. Sairu. I think the point Mr. Vorys is making relates to some 
material that you will be covering later on. He is thinking of con- 
tinuity; are you not? 

Mr. Vorys. If you are going to give us all of that—— 

Mr. Samira. I do not think we should take too much time on that. 

General Scorr. We can give you the Canadian budget and also the 
amount of deduction. We could give you that for the record. 

(The information requested is as follows.) 
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DEPARTMENT OF DEFENSE, 
Washington, D. C., July 24, 1961. 
Hon. JaAmzrs P. RicHarps, 
Chairman, Committee on Foreign Affairs, 
House of Representatives. 

Dear Mr. Ricnarps: During my testimony on July 20, 1951, Mr. Smith asked 
for information concerning Canada’s defense program. In my opinion, Canada 
is making a very substantial contribution to the collective security of the Western 
World. In this connection, I am sure that the members of the committee are aware 
of the fact that Canada has never accepted any grant aid from the United States. 
During the Second World War Canada paid in full for all the matériel obtained 
from the United States and did not accept anything on a nonreimbursable lend- 
lease basis. Canada also made substantial contributions to the United Kingdom, 
in addition to supporting her own armed forces. The Canadian Government is 
following the same policy today. A brief statement concerning the Canadian 
defense effort is enclosed. 

I would also like to take this opportunity to submit for the record an additional 
statement concerning the proposed technical amendment to the law increasing the 
revolving fund for contract authority for reimbursable sales from $100 million to 
$500 million. 

Mr. Vorys and Mr. Roosevelt asked for more specific information concerning 
the types of matériel that make up the Defense Department estimate that an 
additional $450 million worth of excess matériel will become available for use in 
the MDA program. Iam enclosing a statement on this matter, and have included 
explanatory information pointing out that the amendment to the law will not of 
itself produce any additional excess matériel. The amendment we are recom- 
mending will merely permit the use of this matériel for MDAP rather than dispos- 
ing of it as scrap. 

It would be appreciated if this letter and attachments were made a part of the 
record, 

Sincerely yours, 
S. L. Scort, 
Major General, United States Army, 
director, Office of Military Assistance. 


CANADIAN DEFENSE EFFORY 


Canada is making a very substantial contribution to the collective security of 
the western world. The Canadian Government plans a total expenditure of 
over $5 billion for defense during the next 3 years, which includes approximately 
$1 billion for mutual aid to other NATO countries. 

Expenditures for defense and mutual aid during fiscal years 1951-52 will be 
approximately $1.6 billion, an increase of 90 percent over the $724 million ex- 
pended during the previous fiscal year. 

Canada in the present fiscal year will devote approximately 8.1 percent of the 
gross national product to defense. Approximately 45 percent of the Canadian 
Government’s budget will be for defense. 





AMENDMENT OF SECTION 408 (E) OF THE MDAA 
(Public Law 329 as amended by Public Law 621) 


1. Procurement assistance to foreign countries on a reimbursable basis is author- 
ized by section 408 (e) of the MDAA as amended. Terms of sale require full pay- 
ment before delivery. Prices charged are gross costs to the United States, or in 
the case of excess matériel not less than fair value as defined in the act plus the 
cost of repair and rehabilitation. Attached tab A lists for the information of the 
committee the major items and categories of items which have been or are being 
sold under the provisions of this section of the law. 

2. This wise provision of the law has been of great benefit to the mutual security 
program in that: 

(a) Allies with dollar resources, notably Canada, can build up their own defen- 
sive capabilities at their own expense, without cost to the United States taxpayer. 

(b) Contracts let in the United States for production of items for sale to our 
allies increase our own mobilization base. 
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3. The United States makes no advance payments to contractors on behalf of 
the foreign purchaser. Before an item is delivered, funds from the foreign gov- 
ernment for which the procurement is undertaken must be in hand. 

4. Reeognizing that, in the case of long lead time items, requirement for full 
payment in advance would tie up substantial dollar assets of foreign customers for 
a long time, Congress authorized the use of contract authority for this purpose up to 
alimit of $100 million. Upon receipt of a firm order accompanied by a dependable 
undertaking to pay when called on, the military departments may enter into 
procurement contracts on behalf of foreign purchasers, provided the outstanding 
amount of such contracts at any one time does not exceed $100 million. It is a 
revolving contractual authority fund. As prior contracts are liquidated by pay- 
ment by the purchaser, additional contracts may be entered into. 

5. Orders or inquiries have been received from countries listed on tab B. Firm 
orders have been accepted, and payment made, or a dependable undertaking 
accepted under the contract authority provision for a total of $175 million of 
which $98 million is presently outstanding as contract authority. 

6. There are only three cases in which it has so far been necessary to use the 
contract authority provision, and Canada, with $81 million now outstanding 
respresents the major part of this. 

7. The outstanding amount is now being liquidated at the rate of about $2 
million per month, and as production and deliveries increase the rate of liquida- 
tion will increase. It is expected to reach $4 million by September. 

8. The Canadian Government alone has indicated that it expects to place 
orders within the next fiscal vear for long lead time items, mostly aircraft, amount- 
ing to almost the entire additional amount requested. Under the present limita- 
tion it is impossible to accept these orders (unless Canada makes full payment in 
advance) and phase the procurement for Canada into our own production sched- 
ules. Therefore, in order to avoid delays in provision of aircraft and aeronautical 
matériel and tanks which it is essential that Canada procure from the United 
States, the ceiling on outstanding contracts under section 408 (e) (2) (b) should 
be raised to $500 million. Approval of the increase is necessary in order to avoid 
putting Canada, which is paying for matériel obtained from the United States 
at a disadvantage compared with other countries which are obtaining similar 
matériel as grant aid. 


CATEGORIES AND TYPES OF MATERIEL (AUTHORIZED AND CONTEMPLATED TRANS- 
ACTIONS) 
Vessels: 

Patrol crash boats, patrol frigates, destroyer escorts, cruisers (light). 

Vessel equipment of all types (including electronics): Naval guns, naval 
aircraft (P2V-—5) and spare parts. 

Aircraft: 

GFP for F-86 planes, F-51 mustang fighters, T—6 trainers, T—33 trainers, 
B-26 Douglas bombers, B-17 Boeing bombers, aircraft spares for sev- 
eral types. 

Road construction machinery (scrapers, air compressors, tractors) 

Engineer shop equipment. 

Engineer supplies and spare parts. 

Radios and radar equipment. 

Clothing, gas masks, field ranges, miscellaneous quartermaster supplies, sub- 
sistence. 

Medical equipment and supplies. 

Armored cars and medium tanks. 

Motor transport vehicles. 

Small arms and machine guns. 

Artillery and fire-control equipment. 

Small arms and machine gun ammunition. 

Artillery ammuntion. 

Bombs, rockets, and miscellaneous ammunition. 

Miscellaneous: Sand bags, tools and tool sets, plans and specifications, publica- 
tions, instruction manuals, films and film strips. 
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COUNTRIES FROM WHICH ORDERS OR INQUIRIES HAVE BEEN RECEIVED FOR 
REIMBURSABLE AID 


Argentina El Salvador Pakistan 

Australia France Paraguay 

Belgium French Indochina Peru 

Bolivia Haiti Philippines 

Brazil Honduras Portugal 

Canada Iceland Saudi Arabia 
Ceylon, withdrawn India Sweden, withdrawn 
Chile Italy Thailand 

Colombia Korea Turkey, withdrawn 
Costa Rica Malaya Union of South Africa 
Cuba Mexico United Kingdom 
Denmark Nationalist China Uruguay 
Dominican Republic Netherlands Venezuela 

Ecuador Norway 


The following additional countries are eligible for reimbursable aid, but have 
not submitted specific requests for such aid: 


Burma Nicaragua Tran 
Greece Panama New Zealand 
Luxemburg Indonesia 


AMENDMENT INCREASING LIMITATION ON TRANSFER OF EXCESS BY $450 MILLION 


1. The Mutual Defense Assistance Act of 1949 (Public Law 329, 8Ist Cong.) 
defines ‘‘excess’”’ as meaning the quantity of equipment or materials owned by the 
United States which is in excess of the mobilization reserve of such equipment and 
materials. Mobilization reserve means the quentity of such equipment or ma- 
terials determined by the Secretary of Defense under regulations prescribed by the 
President to be required to support mobilization of the Armed Forces of the 
United States in the event of war or national emergency until such time as ade- 
quate additional quantities of such equipment or materials can be procured. 

2. The act limited the worth of such excess equipment and material to be trans- 
ferred under this act, and under the Greek and Turkish Aid Act of 1947 (Public 
Law 75) to $450 million. Public Law 621, approved on July 28, 1950, authorized 
an additional $250 million worth of excess equipment, thereby increasing the ceil- 
ing to $700 million. 

8. As of May 31, 1951, $635 million of existing excess material had been sched- 
uled for delivery under this authority. Of this amount, $423 million had been 
delivered. Attached tab A shows the acquisition cost, by major categories, of the 
material delivered to date. 

4. The authority for the transfer of excess equipment has permitted disposition 
to friendly nations of substantial quantities of some types of material not needed 
for United States Forces, but valuable in building up the strength of the combat 
forces of the free world. About 67 percent of the material planned for transfer 
under thie authority is being furnished as grant aid, and will be without charge 
to the appropriation except for the cost of repair and rehabilitation. The remain- 
ing portion of the excess material will be transferred as reimbursable assistance 
under the provisions of section 408 (e) of the act, in which case the recipient coun- 
try reimburses the United States for the cost of repair and rehabilitation plus the 
fair value, before rehabilitation, of the material. In no case is this fair value less 
than 10 percent of the original acquisition cost of the material. 

5. In view of the fact that the authorized ceiling of $700 million has nearly 
been reached, the proposed legislation includes an amendment increasing the 
limit by $450 million to a grand total of $1,150 million. Presently planned 
programs will substantially exhaust current excess stocks of the military depart- 
ments. Generation of excess, however, is a continuing process. As new and 
improved weapons and other items of military equipment are developed and 
delivered, the military departments are able to release some of the older material 
as excess. It is impossible to forecast exactly the amount and nature of excesses 
that may be generated in the future. Attached tab B is the best estimate presently 
available of the nature and amount of additional excess material. 

6. The matériel deficiencies are met through a combination of indigenous effort, 
United States grant aid from appropriated funds and available excess stocks. 
Unless the present limit of $700 million is increased as recommended in the pro- 
posed legislation, it will be impossible to fully meet the material requirements 
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without inereasing appropriated funds. Without such authority the United 
States cannot make effective use for MDAP of the excess material generated, 
and, further, the military departments would eventually have to dispose of such 
a resulting in a net loss to the military potential of the free world. 

The law very clearly and specifically defines the term ‘“excess’’ for this 
purpose. The military departments make the determination of excess in accord- 
ance with this definition. The proposed amendment to the act will not, of itself, 
generate any additional excess, but will permit the Department of Defense to 
apply any excess that may be generated to the mutual defense assistance program. 
In the absence of the proposed increase in the authority to transfer excess material, 
such excesses would have to be disposed of as scrap in accordance with the pro- 
visions of other laws. 


Acquisition cost of major categories of excess matériel transferred 


Vessels _- $198, 574, 528 | Medical_...........-_-- $96, 570 
Vessel equipment._ oa 1, 420, 629 | Chemical and transpor- 

Aircraft ee 90, 204, 034 tation____- i 77, 900 
Signal ee ew tte 726, 109 | Public Law 75. 4 w 08 752 
Ordnance___- an os 130, 193, 422 SEE 
Engineer. __ -_- 205, 503 423, 477, 867 
Quartermaster - - -- -- --- 183, 420 


Proposed additional excess authorization 
{In thousands of dollars] 
Vessels and vessel equipment__-_-___-_.---_--- Tee ee 


Aircraft, spare parts ~~ -------- etek dick ston iviare 164, 000 
Ordnance __ - ay Bob AES Es ; ; 72, 500 
Tanks and combat vehicles _ - cae ere . 50, 500 
Artillery and fire control_____._____- ' Muccccuss Eee 
Pee ORG ONION Soi os. nk nck wcctinkdenakencea 1, 000 
Otner. ..... Rh 4 a 3, 200 
Signal ‘ cakieace © : : ; l, 500 


‘ 450, 000 


Chairman RicHarps. Ge sind, before you go on, may I make a 
statement? Some of the members came in a little late. “The matter 
now under discussion is reimbursable aid. Will you give us the 
citation? 

General Scorr. Paragraph 408 (e) of the act. 

Chairman Ricnarps. I want to refer to the act. Page 10, the 
third paragraph, states, ““The President may, from time to time, in 
the interest of achieving standardization of military equipment and 
in order to provide procurement assistance without cost to the United 
States, transfer, or enter into contracts for the procurement for transfer 
of, equipment, materials, or services,’’ and so forth. That is what 
the General is talking about. A few of the members came in a little 
late, and I wanted to have that in the record. 

General Scorr. It should be recognized that the $100 million is 
really in the form of a revolving fund. 

Mr. Vorys. Have you spent more than the 100? 

General Scorr. Yes, sir. If an article is delivered off the shelf, 
for instance, and they pay for it immediately, the revolving fund is 
not involved. For a long-lead item-——— 

Mr. Vorys. How much have you procured all together? You 
said there was 98 used, I thought. 

General Scorr. Of this contract authority. 

Mr. Vorys. Yes. I had forgotten it was reimbursable, that is, 
that it was revolving. And you said that 98 out of the 100 had been 
used, 81 to Canada? 
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General Scorr. That is right. 

Mr. Vorys. Is the total procurement more than 100? 

General Scorr. Yes. 

Mr. Vorys. How much is it? 

General Scorr. The last report I have indicates that the total of 
about 175 million has been funded. 

Mr. Vorys. That means paid for? 

General Scorr. Part of it has been paid for, and part of it is out- 
standing in the form of contract authority. 

Mr. Vorys. What do mean by “funded’’? That is a new word, in 
this connection. 

General Scorr. That the countries have either paid cash, or sub- 
mitted a satisfactory “dependable understanding” as required by the 
act. 

Mr. Vorys. Then you must mean that 77 million has been paid 
for—— 

Chairman Ricnarps. And the other is in process of payment? 

Mr. Vorys. Yes. If you want a new limit of $500 million out- 
standing, how much is the total? 

General Scorr. That depends on the application made by the 
countries. It is pretty hard to project that into the future. 

Mr. Vorys. At that rate it could run pretty nearly a billion of 
procurement, that is, if that percentage were projected. If you have 
procured $175 million against a $100 million limitation on the out- 
standing contracts, do you think it is going to go along like that? 

General Scorr. I do not think it will rise much higher than that for 
items other than long-lead items, which require this financing under 
the $100 million limitation. 

In other words, the $500 million will cover all aspects of that type 
of requirement, because we are liquidating right now at the rate of 
about $2 million a month in this revolving fund. 

Two million dollars a month is liquidated or twenty-four million 
dollarsa year. That will probably be stepped up to about double that, 
about $4 million a month, which would be around $50 million a year. 

Mr. Rooseve tr. Will the gentleman yield? 

Mr. Vorys. Yes. 

Mr. Roosrevett. How many applications have you now got out- 
standing which would lead you to believe that $500 million would 
take care of it? 

General Scorr. I think there is sufficient slack there so that the 
service estimates will take care of that. 

Mr. Roostvetr. Do you have a lot of outstanding applications 
now which you cannot handle because of the $100 million? Is that 
the problem? 

General Scorr. We could get along with $100 million if Canada 
did not enter the picture. That is basically the question. 

Mr. Vorys. $390 million is for Canada. 

Mr. Roosreve tt. Thank you. 

General Scorr. We would not require this change in ceiling except 
for Canada. 

Mr. Vorys. Would you contemplate a possible impact there of 
$500 million, plus 5 times 75, $375 million, which would be $875 
million on your military production within the next year? Or would 
you contemplate the impact of $500 million? 
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General Scorr. I would count on an impact from Canada 

Mr. Vorys. Of $390 million? 

General Scorr. Say $400 million, if this program materializes, plus, 
roughly, I would say, not over $100 million for other countries; 
between $500 million and $600 million at the present estimate. 

If there are no other questions on that subject 

Chairman Ricuarps. Restate your next point. 

General Scorr. The next question is the subject of excess limita- 
tions which are prescribed in the act. The authority to transfer excess 
property, including excess transferred under the Greek-Turkish Aid 
Act (Public Law 75) was limited to $450 million. In Public Law 621, 
approved July 26, 1950, $250 million more was added. So that under 
present legislation the excess limit is $700 million. 

Mr. Rooseve tt (presiding). 408 (d)? 

General Scorr. Section 504 of the proposed act. 

Mr. Reece. May I ask what provision the General is referring to? 

General Scorr. Of the new act? Section 504 of the present pro- 
posed act, 

Mr. Vorys. Could I say this for Mr. Reece and the other new 
members. We had long, drawn out arguments about the pricing, and 
so forth, of excess equipment. 

You will find in 403 (c) some definitions that were sweated over at 
great length, and apparently that formula is still satisfactory. Is 
that right? 

General Scorr. Yes. 

Mr. Vorys. We did not want them to buy stuff and then have them 
say, ‘We don’t need it,”’ and let to go for a song. 

We were fearful that the limitations we put on it 

Mr. Reece. | see it now. 

Mr. Vorys. That is what this is about. 

General Scorr. We have now, as I have stated, a $700 million 
ceiling under those two acts. There was no request made to increase 
the ceiling when the supplemental appropriation bill was up for 
consideration last year. So we still have the same limitation of 
$700 million. 

Of the $700 million, $635 million has been programed, either 
under 408 (e) or in our grant aid program. I would say in general 
that two-thirds went into grant aid and one-third into 408 (e). 

Of the $635 million, $423 million has been delivered. We are 
requesting in the proposed legislation that the ceiling be increased by 
$450 million. So that our new total will be $1,150,000,000. 

We feel as time goes on we will continue to generate excesses, as we 
always have, and if we can properly use these excesses in connection 
with our programs it will cut down the over-all cost to the United 
States. 

In other words, we feel it is better to use the excesses than to dispose 
of them under other arrangements or by other means. 

Mr. Vorys. What is the latest date of manufacture in the items 
that we are declaring in excess? 

General Scorr. I do not think you can state a date. It depends 
on whether it is obsolete or not. 

Mr. Vorys. That is what I am trying to find out. 

General Scorr. I do not think you can establish a date. 











706 THE MUTUAL SECURITY PROGRAM 


Mr. Vorys. I would like to know where you have a possibility of 
$400 million worth of stuff that would come within the excess 
definition. 

General Scorr, I would say about half of it is programed and half 
of it isnot. As you know, it affects our reimbursable aid ceilings very 
substantially. Of course, ‘this is only the equipment which would be 
normally declared surplus or excess to our own requirements. 

I might read the definition of excess: The Mutual Defense Assistance 
Act of 1949, Public Law 329, defines excess as meaning ‘‘the quantity of 
equipment or materials ow ned by the United States which is in excess 
of the mobilization reserve of such equipment and material. Mobili- 
zation reserve means the quantity of such equipment or materials 
determined by the Secretary of Defense under regulations prescribed 
by the President to be required to support mobilization of the Arme« 
Forces of the United States in the case of attack or national emergency 
until such time as additional quantities of such equipment or materials 
can be produced.” 

Mr. Vorys. That is what I want to find out. You delivered $42 
worth. I would like to find out where you have got kicking around 
apy $700 million worth of equipment that is excess to our mobilization 
requirements, because I thought we were pretty thoroughly mobilized, 
and were short of equipment. At least, we tried to mobilize for 
Korea and the fellows were shy of all kinds of things over there. 

General Scorr. As you notice, there was six-hundred-and-thirt y- 
odd-million dollars’ worth of this amount alre ady programed, of which 
only some $400 million has been delivered. 

That means that the ceiling under the present law has almost been 
reached. We would be stopped in our efforts to make much more 
available under 408 (e). Lend-lease vessels took up a good part of 
the $630 million. Let me give you the categories of those delivered 
items, if I have it here. 

Of the $423 million worth of equipment transferred, $198 million 
was in vessels, $130 million in ordnance, $90 million in aircraft, and 
just miscellaneous items in other types of equipment. 

Mr. RooseEve tT (presiding). Were those naval vessels or merchant 
marine? 

General Scorr. Naval vessels. 

Mr. Rooseve tT (presiding). What types of craft? 

General Scorr. Destroyer escorts, principally. 

Mr. RoosEve tt (presiding). Two cruisers to Brazil? 

General Scorr. Yes. One submarine, I believe; one aircraft 
carrier. 

Mr. Roosevett (presiding). Have you any programing of the 
anticipated excess? I think that is what Mr. Vorys is really worried 
about; how we are going to find enough excess to justify the additional! 
amount of money appropriated. 

General Scorr. If we do not have the excesses, we will not use the 
authority. ; 

Mr. Roosevetr (presiding). If you have the money, there is 
always a tendency to declare excesses. 

Mr. Vorys. You have your request of $450 million additional, 
raising it to $1,150 million. Four hundred of that has been delivered 
How much do you say there is for ordnance? 

General Scorr. Delivered? 
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Mr. Vorys. Yes. 

General Scorr. $130 million. 

Mr. Vorys. I just wonder where you think you are going to have 
five, six or seven hundred million dollars of military equipment 
that we can transfer without detriment to the national security of 
the United States, and that is not needed by the Reserve components 
of the Armed Forces to meet training requirements. 

General Scorr. Well, you will find a lot of this equipment is 
equipment which is no longer needed by our own forces. Artillery is 
one classification. Propeller-aircraft is another. There may be some 
ships in the future programs. 

Mr. Rooseve tr (presiding). Does that mean all the Reserve Air 
Force are completely equipped today? I get reports that our Air 
Foree and Naval Reserve units have a terrible time to get enough 
equipment to get in their flying hours. 

General Scorr. We will not release the equipment until it is de- 

clared excess to our requirements under the definition which I just gave 
you. 
Mr. Roosrve vt (presiding). Once we have given you the money, 
it is out of our hands. What we are trying to find out is how can you 
give us the assurances that that amount of money value is going to 
become really an excess. 

I think that is what is really worrying some of us. 

Mr. Carnanan. What is the process of declaring it surplus? Who 
declares it excess? 

Mr. Vorys. This is the law [reading]: 

That no equipment or materials may be transferred out of military stocks if the 
Secretary of Defense, after consultation with the Joint Chiefs of Staff, determines 
that such transfer would be detrimental to the national security of the United 
States or is needed by the Reserve components of the Armed Forces to meet their 
training requirements. 

When it is declared so to be excess it has a special price on it, a special 
value put on it, and it goes cheaper or it goes for free, is that not 
correct? 

General Scorr. It flows two ways. It flows into the grant aid pro- 
gram or into the 408 (e) program. 

Mr. Vorys. Reimbursable aid? 

General Scorr. Yes. If it flows in the grant-aid program, the 
only thing that is chargeable to the program is the rehabilitation cost, 
packing, handling, crating, and shipping costs. 

If it goes into the 408 (e) program, then according to the require- 
ments of the law we must charge it either as scrap value, market 
value, or 10 percent of the acquisition cost, whichever is the larger. 

Mr. Vorys. What it means, though, is that it is an addition to the 
total authorization. It is an addition which is justified. I am trying 
to find out what is the prospective stuff that is going to be justified 
as excess in the coming year so that it should be included in this bill. 

I cannot think of any propeller-driven aircraft that could be avail- 
able because of the things you mentioned, Mr. Roosevelt. I do not 
think that the Reserves have all they need. At least, they are “‘hol- 
lering”’ for more; possibly it is true with ships. 

As a layman, I cannot think of any ordnance or pretty nearly any- 
thing else that could be declared excess in the coming year in any such 
amount. 
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Mr. Roosrevetr (presiding). Maybe, General, this could be 
cleared up a bit if we had an idea of the process that goes on in the 
Department of Defense in arriving at how this is brought up to the 
Secretary of Defense and the Joint Chiefs of Staff. 

How does item A become excess? Does the unit commander say, 
““We don’t like this thing any more’’? 

General Scorr. No. 

Mr. Rooseve tt (presiding). How does it work? I know it is not 
that simple. 

General Scorr. It is processed by each service. The basic criteria 
are established by the statement I just made. It must be excess to 
our mobilization requirements. 

The item is developed in the services through obsolescence ‘or 
excesses. There are very few of those right now. It goes to each 
of the Government departments to see if they can use that item, 
before a final determination is made that it is excess to the require- 
ments of the Government. It is a very comprehensive procedure. 

Mr. Vorys. I suppose part of those 97 million can openers that we 
have read about will be excess? 

General Scorr. I am not familiar with your can openers. 


STATEMENT OF COL. H. C. BURGESS, CHIEF, FOREIGN MILITARY 
AID BRANCH, SUPPLY DIVISION, G-4, UNITED STATES ARMY 


Colonel BurGcess. Would you like to have something on the type of 
things that are involved? 

I am Colonel Burgess. I have charge of the Foreign Aid Branch, 
G-4, Department of the Army. 

The excess items that we are now using, both grant aid and reim- 
bursable, are such things as the 1903 rifle. 

To answer your question, Mr. Vorys, we go way back to 1903. 
Some of our bayonets and things go back to the Spanish War. It is 
items we have on hand that anyone would have a use for. Someone 
might like a nice sharp bayonet. They are all good. We want to 
sell them and get some revenue from them. 

Another item would be the M5A1 tank, which is a tank with a 
37-millimeter gun on it. We no longer use that, and it has no use in 
our training. It bears no relation to an M46 or M47. 

Another item would be the Thompson submachine gun, caliber .45, 
which no longer has any use. There is a 57-millimeter ground gun. 
Some of you may remember that. It was used by the infantry during 
World War II. That is no longer needed. The 57 recoilless has 
taken its place. 

It is items of that type and items generated by the receipt of new 
weapons that determine whether it is excess as far as the Army is 
concerned, 

As far as the determination of excess is concerned, that is done by 
a board in the Department of the Army, to determine if there is any 
possible use for it by the National Guard, Reserve, or Regular Army; 
if not, then it goes into an obsolescence stage. But it all depends on 
the receipt of new equipment. It is just a question of purifying the 
entire Army system and trying to derive some revenue, in the case 
of 408 (e), from these old items which we no longer use, and furnishing 
the items that bave some application. 
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Mr. Rooseve ct (presiding). Your stuff is mainly ordnance, I 
gather? 

Colonel Burcess. Mostly ordnance. 

Mr. Rooseve tt (presiding). About $130 million of the $423 million 
so far expended is ordnance. What is the rough value of the excess 
ordnance now on hand in the Department of the Army? 

Colonel Burcsss. I have not got the figure. I could get it for 
you. It is considerable. 

Mr. Roosevetr (presiding). An important question is how did we 
arrive at that figure of the additional $450 million. How did we arrive 
at that? Is that an estimate of what is on hand as excess now, and 
what probably will be in the next vear, due to this purifying process, 
as you call it?) Did the Army, Navy, and Air Force get together and 
say, ‘We have this on hand. That is excess, and we expect so much 
more through the purifying process, therefore, we come up with a 
figure of $450 million’’? 

Colonel BurGcess. We submitted an estimate to the Department of 
Defense as to how much we thought we could use. It depends on 
whether the countries ask for this equipment or not. It is a selling job 
on our part. If the country will not ask for the equipment, we can- 
not by law make them take it. It is a selling job on our part. 

We have estimated to the Department of Defense how much we 
need for the next year. That is combined with the other two serv- 
ices’ estimates to arrive at the figure of $450 million in our request. 

Mrs. Ketiy. Will the gentleman vield? Is this excess sold to 
individuals? 

Colonel BurGcess. No; government to government. No commer- 
cial concerns would buy it. 

General Scorr. Do you want to hear from the Navy and Air 
Force? 

Mr. Rooseve tt (presiding). Yes. 


STATEMENT OF COMMANDER GEORGE D. HOFFMAN, OFFICE, 
MILITARY ASSISTANCE, SECRETARY OF DEFENSE 


Commander Horrman. My name is Commander George D. Hoff- 
man. lam on General Scott’s staff. For the Navy the excesses have 
been mostly in the nature of destroyer escorts. These vessels are 
very slow, about 16 knots, Diesel-driven. They are not up to the best 
standards of even destroyer escorts, because we have better ones that 
are steam-driven and are faster. We have been reluctant to release 
any, and thus far have not done so. Each instance is weighed very 
carefully as to whether or not even the slow escorts will be made 
excess, 

In addition to the destroyer escorts, there are certain amphibious 
vessels that are unsuitable to the mobilization requirements, such as 
landing ships, infantry, large, and landing ships support, large. 

The name “large’’ is a little misleading because actually they are 
quite small. A large number of those vessels have been found unsuit- 
able for future use, and have therefore been declared excess in, I 
believe, a very thorough manner of calculation by various boards, 
and have been programed at no cost except for the rehabilitation 
charges in the grant-aid procedure, and have been made available for 
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possible sale in reimbursable procurement, at which they would go 
at 10 percent of their acquisition cost plus charges for rehabilitation. 

Then as we know, six old cruisers were sold to Latin-American 
countries for some 5, 6, or 7 million dollars apiece. 

Those old cruisers were found to be unsuitable in our mobilization 
plans for the future. Also, there have been aircraft known as SR2C’s, 
They are dive bombers which were successful in World War I], but 
which now are outmoded. | think the Navy is very glad to either pro- 
gram them on grant-aid programs or, if possible, sell them to any 
country wishing to buy them. 

There are probably other instances of smaller craft. I think that 
is a general explanation. 

The Navy has used the military aid program to some extent as 
a means of settling outstanding lend-lease accounts. 

An instance of that is the six DE’s that have been in the possession 
of France since World War Il. To get them off the books they have 
put them in the program. That lodges a charge against excess, be- 
cause each one of those vessels has a value of 3, 4, 5, or 6 million 
dollars, and when multiplied by 6, one can quickly arrive at a possible 
lodgment against excess charges of about $30 million. 

Mr. Vorys. I saw the first shipment of military aid on March 8, 
1950. It went aboard the Dirmude. That was a lend-lease ship. 
It was loaded up, I think, with these SB2C’s. 

We had $110 million worth of stuff shipped the first year. How 
is that first shipment carried on the books? 

Commander Horrman. The SB2C’s and the F6F’s are carried as 
excess. But the program was charged for the rehabilitation of those 
planes. France got the planes at no charge. 

Funds were charged to the program for the Navy’s work in rehabili- 
tating the aircraft. The vessel itself, the Dirmude, happened to be a 
lend-lease vessel. 

I believe it is the Navy’s desire to write that vessel itself off the 
books. I think that is still an outstanding, unsettled lend-lease 
account. 

What the value of it would be I do not know. It would be several 
million dollars and therefore would require the availability of an 
adequate excess limitation. 

Mr. Vorys. Instead of trying to pull this out item by item, I 
think General Scott or somebody could just say, “We are asking for 
excess equipment, what is left over, $500 million, half a billion dollars, 
of authority for next year. 

“We are sure about it. This is why we asked it. Here is what will 
be excess.””. They can either say that or say, ‘“We just got in a corner 
and by guess and by God wanted to see if you would stand for the 
$500 million in excess equipment.” 

I do not want to take the time of the committee further on that, 
but I want the answer. 

Mr. Roosevetr (presiding). We can get either one or the other. 
We can find out if they had any estimates for it or find out whether 
it was just a guess. 

General Scorr. I will give you that breakdown right now. This is 
for the total of $1,150,000,000. Furnished under the Greek-Turkish 
program, $1,696,000; the fiscal year 1950 grant-aid program, 
$298 408,000. 
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Mr. Vorys. If you will pardon me, that does not tell mea thing. I 
want to know what the future stuff is. If you are doing this for my 
benefit, there is no use reading those past deliveries. What I want is to 
see a list of the stuff that is either now excess or you think is going to be 
excess, When you come in with a half-billion dollar request for excess. 

Mr. Roosevett (presiding). The colonel said that the Army sub- 
mitted its estimate of what either was excess or probably would be. 

General Scorr. Dollar estimate. 

Mr. Roosrvett (presiding). If we can have that for all three 
services, we can see how the total comes out and how the $500 million 
is arrived at. If you will submit that for the record later on, General 
Scott, we can proceed to the next item. 

(The information referred to appears on p. 702). 

General Scorr. The next subject is the question of the development 
of the program, or the programing process and the criteria which 
underlies our programing. 

I thought since this was such an important subject and has been 
discussed on a number of occasions here, it would be well to go into 
that in considerable detail. 

I have before me a draft of a directive which we have prepared in 
connection with this matter. This program process, as we call it, 
requires a number of steps. The first is the review or determination 
of the United States objectives in countries or areas to receive assist- 
ance. 

Second, a determination of the forces to be supported. 

Third, a determination of the scale of equipment of these forces. 

Fourth, the calculation of gross matériel requirements for the forces. 

Fifth, the determination of assets on hand or anticipated in coun- 
tries or areas. 

Sixth, the calculation of net matériel deficiencies, and last, the 
preparation of matériel program. 

The equipment and supplies for the NATO members will be pro- 
vided only for those forces required by the medium term defense plan 
and accepted by the country concerned as definite commitments. 

In NATO countries, equipment and supplies will not be furnished 
for the following: those forces, facilities, and establishments which 
do not contribute to the definite country commitments to meet the 
requirements of the medium-term defense plan. 

Second, home guards and territorial groups which after M-day will 
be operational on a part-time basis only. 

Third, gendarmerie; fourth, infrastructure. 

For the non-NATO countries; that is, countries under title II and 
title IT] 

Mr. CurperFieLtp. May I ask a question there? Home guards; is 
that correct? 

General Scorr. That is correct. 

Mr. CuiperFie_p. There is an underground in Norway; is there 
not? [know there was during World WarII. Could they be utilized? 
Could you not furnish them some equipment? 

General Scorr. Our objective now is to get the forces equipped 
that are going to be in General Eisenhower’s field forces. 

As a policy, as stated here, we do not propose to furnish equipment 
for other forces. We expect the countries to do a part of this job. 
They should accept that responsibility. 
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Mr. CurperFievp. I understand. 

General Scorr. For non-NATO countries, equipment and supplies 
will be provided only for those forces that are essential for the accom- 
plishment of the U nited States objectives in the respective country, 
in consonance with United States plans and policies, and are in being 
or immediately mobilizable and have the capability to absorb and 
utilize the aid effectively. 

Equipment and supplies in the non-NATO countries will not be 
provided for forces which after M-day will be operational on a part- 
time basis only ; forces which are not under centralized military control. 

Mr. Vorys. What do you mean by “not under centralized military 
control’? 

General Scorr. In certain southeast Asia countries there are many 
individuals who are provided military equipment who operate locally 
and who are not under centralized military direction as organized 
forces. We are saying we give aid and assistance only to organized 
forces. 

Mr. Vorys. You mean the other fellows would be guerrillas or a 
local police force? 

General Scorr. They suppress guerrilla activity under some loca 
authority. Many of them have equipment, but we do not think 
it is our responsibility at this time to undertake that obligation, 
when we have so many other obligations to undertake. Countries 
will have to find ways of meeting this requirement. 

Now, on this question of scale of equipment for foreign forces, it was 
given considerable study by the Joint Chiefs of Staff and by the 
services. They have laid down certain general conditions which are 
considered in arriving at the basic factors they use in preparing the 
programs. I would like to read these, if I may. 

In general, the magnitude of the rearmament program makes it 
imperative that the United States limit its commitments to those of 
the highest priority only. 

(6) Combat forces of some, but not all, of the countries need be so 
equipped as to approach a capability of performance comparable to 
similar United States units. The scale of equipping these forces 
should be related to the missions they are expected to execute, and 
the conditions under which they are expected to operate. 

Those forces scheduled for combat in support of United States 
and NATO plans should be equipped along lines equivalent to those of 
comparable United States units. 

“Equivalent” does not necessarily imply complete equality of 
organization and equipment. For the specific tactical mission in- 
volved, however, there should be equality of capabilities. 

Now, I am going to read to you what I consider to be a very im- 
portant policy that relates to spare parts and ammunition. Some 
parts of this I will have to edit. 

Mr. Roosevett (presiding). Do you want this off the record 
completely? 

General Scorr. It goes into combat reserves, and I would rather 
have it off the record. 

Mr. Rooseve cr (presiding). This will be off the record. 

(Discussion off the record.) 

General Scorr. Briefly, for the record: In the interest of inducing 
countries to achieve a self-supporting basis for those items, the 
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United States will no longer provide on a grant basis the spare parts 
and ammunition required to maintain and supply United States 
equipment on hand to countries with the capacity of (1) purchasing 
such items from the United States under the provisions of 408 (e) 
of the MDA Act of 1949, as amended, or (2) producing, or otherwise 
procuring such items. 

In the preparation of the fiscal year 1953 programs, the following 
policy governs: For spare parts (1) not to exceed 1 year’s supply 
at United States peacetime rates may be supplied for end items in the 
fiscal year 1953 programs; (2) in addition, not to exceed 3 months’ 
supply at United States or NATO approved combat rates may be 
supplied for items in the fiscal year 1953 programs; (3) spare parts 
may be furnished on a grant basis for equipment furnished under 
previous programs to a total on hand not to exceed the above levels, 
provided such action is determined to be essential to the combat 
effectiveness of forces; (4) spare parts will not be included for items 
furnished under previous MDA programs, lend-lease, or other sources 
when they can be provided from country production or country 
purchase. 

The same general principle applies in the case of ammunition. 

On recommendations of the respective United States military 
services, or the country MAAG, and in the cases of NATO countries, 
JAMAAG, the Department of Defense may approve exceptions to the 
above policy when such exceptions are clearly in the interests of the 
Mutual Security Program. 

That covers, I think, broadly enough, this whole question of am- 
munition and spare parts. 

Now, to discuss the contents of the material programs. Material 
programs will exclude the following types of items: 

(a) Obsolete or obsolescent items, unless the country itself agrees 
to accept them; 

(6) Equipment of questionable operational value; 

(c) Equipment which for security reasons should not be made 
available; and 

(d) Equipment for which a country has no direct military need, will 
be unable to absorb, or will be incapable of utilizing at the time of 
expected delivery. ‘ 

It follows that no equipment which would go into a country’s 
stockpile should be shipped except for authorized reserves and main- 
tenance levels. 

Mr. Fuutron. Could we ask there, does that mean no excess of 
equipment, as distinguished from surplus? 

General Scorr. That means we will send no equipment to a country 
if the forces are not in being to accept it, except those items which you 
normally have to store, such as spare parts, ammunition, and so forth, 

The point is, we are not shipping equipment to be stored. 

Mr. Futron. Yes. But within what period of time must it be used? 
For example, there is the distinction between excess equipment that 
we have and surplus equipment. For example, is it intended to be 
usable within a year? 

General Scorr. This has nothing to do with excess or surplus equip- 
ment. We are talking about equipment we are making available to 
these countries under our end-item programs. 
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Mr. Futron. That equipment it is assumed is to be usable. It 
does not get into the question of being excess equipment at all in those 
countries. 

General Scorr. Will it become excess in those countries? 

Mr. Futron. Yes. Excess to immediate needs, but usable within 
a certain period of time. 

General Scorr. Well, we do not furnish the equipment if it is going 
to be excess, but we do furnish equipment for forces which are mobiliz- 
able just the same as we do for our own forces—mobilizable in units. 
Then that would be furnished to the unit direct and would not be ex- 
cess. 

Mr. Futron. The other part of the question is, if they need that, do 
you supply any equipment for reserves? 

General Scorr. We supply equipment for forces which are included 
in the NATO plan and which are mobilizable within 90 days. 

Mr. Fuitron. That is part of the answers. 

General Scorr. But they are supposed to be combat effective at 
that period. 

Mr. Futron. Thank you. 

General Scorr. (¢) Human blood and human blood derivatives. 

(f) Also narcotics and antibiotics. 

(g) Housekeeping equipment, such as field ranges, tents, type- 
writers, and so forth. 

(hk) Personal equipment and personal supplies of a type peculiar to 
the armed forces. 

(7) Prefabricated warehouses, bulk storage facilities for POL. 

Mr. Vorys. Would you tell us what that personal equipment 
means? Is it uniforms? 

General Scorr. That is right. Uniforms, undershirts, belts, web 
equipment of various kinds; mess kits and all the items that a soldier 
has with him. 

Mr. Smiru. Is there any tobacco in that? 

General Scorr. No. 

Mr. Vorys. Yes. The tobacco is in the list that is excluded. 

General Scorr. This is all excluded. We do not furnish that. 

Mr. Roosreve rt (presiding). Yes; but ECA takes care of that. 

General Scorr. (7) Common use items, including but not limited 
to the Tollowing which are not furnished. Automotive spare parts, 
such as spark plugs, fan belts, brake shoes, tires and tubes, and so 
forth. Second, clothing and textiles. Third, engineering equipment 
not on a table of organization and equipment of the United States 
engineering troops. Food, forage, medical supplies, POL. Raw ma- 
terials are not furnished. 

Mr. Vorys. General, have you finished the list of exclusions? 

General Scorr. Yes, sir. 

Mr. Vorys. I have two questions. One is, Could you give us an 
example of security items that are under (e), I think it is, or, in any 
case, security items? I immediately would think we are going to hand 
around atom bombs under this program. 

General Scorr. Atom bombs are not furnished, nor are 
cryptographic equipment. I am not familiar with all the security 
items, but they are prescribed in service regulations. 

Mr. Vorys. General, I would think it would be of the utmost 
importance, and I cannot see any military reason or any security 
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reason for not including substantially that list in the public hearings 
and also in the report. It seems to me it would answer a thousand 
questions that come up. I hope you will consider that. 

Mr. CurperFIELD. General, just one moment. You excluded raw 
materials? 

General Scorr. Yes. 

Mr. CurperFIELD. Who pays for the building of an air base and 
the runways? 

General Scorr. We are not setting it up in our programs. Raw 
materials are furnished by the ECA programs to the extent authorized. 
The country pays for building an air base unless it is classified as 
NATO infrastructure. The financing of infrastructure is currently 
under consideration in NATO. 

Returning to the discussion of end items excluded from our pro- 
grams, I should like to state that there are some exceptions. As 
you know, there are now and then going to be exceptions, particularly 
outside the NATO countries. 

Where a valid requirement exists for any of the types of items 
listed above, where special circumstances indicate consideration, and 
where contingencies dictate that the items will not otherwise be sup- 
plied in time, material programs may include any of these items, 
provided adequate justification on an item basis for approval of the 
Department of Defense, accompanies the material program. 

In other words, we cannot make a blanket statement, but we re- 
quire, when they are included, that they be justified, item by item. 

Mr. Vorys. We marched clear up the hill and then down again, 
have we not? 

General Scorr. What do vou mean? 

Mr. Vorys. How much of the excluded stuff has been supplied up 
to date? 

General Scorr. None to NATO countries. This is not a new 
policy. The exceptions apply to such countries as Greece and Turkey. 

Mr. Vorys. But vou do that under the military program? For 
instance. common use items? 

General Scorr. We used to, for Greece and Turkey only. Now we 
are turning over the civilian type of item to ECA. 

Mr. Vorys. I wondered, for the information of myself and the 
committee, and possibly the House, if we could have this. As I say, 
I think this exclusion list is an interesting list. Could we know if 
there had been no exceptions in NATO, or if the exceptions are trifling? 
The amount would show if it was trifling or not. 

General Scorr. Yes. There was some specialized flying equipment 
for Norway which was very special equipment. But that is the only 
one I know of. 

Mr. Vorys. I can see that the Greeks and maybe the Filipinos, 
or some others, might have to be given mess kits, or things like that. 

General Scorr. The exception paragraph is inserted not for the 
NATO countries, but for the other countries. 

1 think you might discuss some of the factors in the determination 
of the net matériel deficiencies. In order to determine net deficiencies 
the country’s assets must be subtracted from the gross requirements. 
The assets to be considered include the following: 

(a) Equipment on hand and serviceable. 
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(6) Equipment programed on previous mutual security programs, 
but not yet delivered and counted as on hand. 

(c) Anticipated output within the country as a result of the country’ s 
production program. 

(d) Equipment scheduled for procurement in a third country, in- 
cluding direct purchase from the United States. 

(e) Equipment scheduled for repair from unserviceable stocks on 
hand. 

Items are eliminated which the ECA country missions indicate can 
be produced or procured by the country itself. 

Mr. Vorys. What is the last sentence? 

General Scorr. Any item which can be produced by a given country 
should be included in the indigenous production, program of the 
country, and such economic assistance as may be necessary should 
be provided to assist in that production. 

Mr. Vorys. By ECA? 

General Scorr. By ECA. Not by Defense. 

Mr. Vorys. Could I ask you this, General? In your whole $6,200,- 
000,000 program, is there any economic aid of any kind? Is there 
any material furnished, or is there any dollar aid of any kind furnished? 

General Scorr. There is no dollar aid, and to my knowledge no 
material furnished. 

Mr. Vorys. And no end use items like food, and that sort of thing? 

General Scorr. None. 

Mr. Vorys. Is there any food in your program at all? 

General Scorr. None. No, sir. 

Mr. Futron. General, could I ask if you could come up with 
several alternatives? We on the committee must face the fact that 
this program may be cut on the floor. Now, if it is cut, then we should 
be able to explain what the effects of a cut will mean. 

For example, Senator Taft has recommended that the program be 
extended over 2 years instead of 1 vear. We would say that is equiva- 
lent to a 50-percent cut in the military aid program. 

Would you then supply us with some sort of a not-too-detailed plan 
showing how the program would be handled on that basis? Let us say, 
on the basis of a 50-percent cut, or, in the alternative, on stretching it 
over 2 years. Then give us the effects of such a cut. 

In addition, the other question is: What would the effect of a billion 
dollar cut be, and how would you have to change the program to meet 
a billion dollar cut? Those are the two things I would like to have 
submitted to me and to the committee, as they are contingencies that 
we directly face on the floor of the House. 

Mr. Roosrvetr (presiding). Could I ask a question on that to 
clarify what your question is? 

As I understand Senator Taft’s proposal, he merely says we are going 
to give you this amount of money, but it is going to be spent over 
years. Now, under that kind of a limitation there is no reason So 
the three agencies concerned could not go ahead and spend it in the 
first year and come back to us next vear and say, “‘Boys, your money is 
gone. Your 2-year program is finished in 1 year. The sec urity of the 
free world now depends on your modifying your original position.”’ 

Now, that is one answer. I mean, General Scott can come back 
and say that under Senator Taft’s proposal it makes no difference at 
all, because we are going to spend it all as we have a program. 
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The other thing is: Do you mean that Senator Taft’s proposal is to 
cut this total program by 50 percent in this year, so that the other 50 
percent must be and can only be spent in the second year? 

Mr. Futron. May I comment first that I am in the position of 
having to take Senator Taft at his word, that he intends this program 
to be spread over 2 years. 

I have asked for an answer in the alternative, if there is a difference 
either on the spreading of the program over the 2-year period, as 
Senator Taft says it, or taking it on a simple 50 percent cut for the 
year. 

” Mr. Roosevett (presiding). That is correct. 

Mr. Futron. The third one, though, was the plan that would have 
to be followed on a billion dollar cut and the effect then of what that 
plan would be either upon United States security or upon the program. 

Mr. Rooseve tt (presiding). May I ask for a clarification of that? 

Mr. Futron. I can clarify that a little. I am talking about a 
billion dollar cut on the military program and not on the economic aid. 

Mr. Roosevetrt (presiding). All right. 

General Scorr. Of course, we feel very strongly that this program 
should be approved as is. 

Mr. Futron. Yes, sir. We must make these points on the floor, 
though. 

General Scoir. It is based on military requirements. If the ques- 
tion involved is whether or not we approve the program and ap- 
propriate the money, or approve the program and appropriate only a 
portion of the money and the rest of it is contract obligation, I think 
that can be worked out, because manifestly all of the money cannot be 
spent this current fiscal year. That is, actually spent. 

Mr. Fuuron. We should leave that mechanical part of it out of my 
question. 

General Scorr. That can be worked out. I think there would be 
no objection on the part of Defense to such an arrangement if it is a 
question of appropriating a certain amount and the rest of it is con- 
tract obligation. 

Mr. Fuuron. I would rather not bring up that particular mechan- 
ical process in my question. My question is what kind of a program 
will the United States have, first, if the military program is cut on the 
floor $1,000,000,000? 

Secondly, What kind of a program will the United States have if 
Senator Taft’s suggestion is approved that the program be extended 
over a 2-year period instead of a 1-year period? 

Then as a corollary to that, take the alternative. If there is simply 
made a 50-percent cut in military program, what do you have? 

I think you should give us those alternatives because they seem to 
be very likely alternatives at this particular moment. 

Mr. Vorys. Will the gentleman yield? 

Mr. Futron. Yes. 

Mr. Vorys. It seems to me that they should give the program they 
want, which they have never yet done, before they give us the pro- 
gram that they might have under other conditions. 

Mr. Futon. Yes, but I have asked for this later, and not at this 
time. In fact, that is why I brought it up to begin with, so that it 
can be worked on by the Department. 

Mr. Merrow. Mr. Chairman. 
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Mr. CARNAHAN (presiding). Mr. Merrow. 

Mr. Merrow. I would like to ask this question for clarification. 
Is this excess to be in addition to the end items in the main bill? In 
other words, will the amount that we allow you for excess be in addi- 
tion to the $8,500,000,000 bill? 

General Scorr. It will not be an additional appropriation. 

Mr. Merrow. You asked for a limitation of $1,300,000,000. 

General Scorr. $1,150,000,000. 

Mr. Merrow. $1,150,000,000. So that actually, to get that over- 
all picture you would have to add $1,150,000,000 to the $8,500,000,000. 
Is that right? 

General Scorr. No, sir. 

Mr. Vorys. 515 is added to it. 

Mr. Merrow. But I mean to get the over-all assistance for both 
military and economic aid. The excess will be outside of what we will 
authorize and appropriate in the large bill. Is that it? 

General Scorr. The increase in the ceiling of $450,000,000 we are 
asking for in this bill for excesses has no relation to the dollars re- 
quested in the act. 

Mr. Merrow. Is this right then? If you add up the economic 
aid and military aid under the large bill and the limitation that you 
want for excess materials, it would be 8.5 plus 1.150? 

Mr. Vorys. No. 

Mr. Roosevetr. Plus 450. 

Mr. Merrow. I see. Plus 450. 

General Scorr. Remember that 450 is the acquisition cost. 

Mr. CarNnaHAN (presiding). Will you proceed? 

Mr. Roosrvetr. To my knowledge it is not really fair to add the 
450 on to the 8.5 because that represents the acquisition cost and it 
would not actually be costing us that, or the taxpayer that, at this 
point. 

Mr. Vorys. Except for this: If they finagle this excess formula 
and take new stuff, it could be that way. As a matter of fact, it is 
an authorization that for sure at one time or the other cost the tax- 
payers $450,000,000. 

Mr. Roosrve tt. That is correct. 

Mr. Vorys. Now, it depends on the way this excess formula is 
administered, whether it is really old stuff or is declared old for the 
sake of the expanding of the program. 

Mr. Merrow. It could be up to $9,000,000,000 then. 

Mr. Roosrvetr. No, because normally the record shows the stuff 
they have declared excess under their procedures, which we went into, 
the current value is at the most 10 percent, and even under the 
408(e) program the resale value is at the most 10 percent. So that 
you are only really adding possibly $40,000,000 on to the 8.5 in actual 
value spent. 

The taxpayer has previously spent, and the United States Army, 
Navy, and Air Force has gotten value out of this stuff before it became 
excess. 

Mr. Vorys. The rehabilitation costs would come out of the appro- 
priation authorization? 

General Scorr. Out of the appropriation. 

Mr. CarNaHAN (presiding). Then you should make it clear there 
would be no addition to the appropriation at all. 
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General Scorr. It does not increase the appropriation, but in 
raising the ceiling on excesses and permitting us to use more excesses, 
it permits us to utilize equipment which would not be otherwise 
utilized in our grant aid programs and will also permit us to sell 
equipment under 408 (e). The value of it on the market would be 
very low. It is excess in any event, the only question being whether 
we find a useful place for it in the mutual aid program, or sell it as 
junk or scrap. 

Mr. Merrow. I think I can see although it does not increase the 
authorization and appropriation, it does substantially increase our 
military aid to the countries. Is that right? 

General Scorr. That is true. 

Mr. Merrow. In other words, they would get what we would 
autborize and appropriate for end items in this bill, that is, military 
assistance plus all of this excess, so that they would be getting more 
military aid than the bill actually shows. Is that right? 

General Scorr. That is true, but some of the more expensive items, 
such as aircraft are going to have to be replaced. That aircraft will 
ultimately be replaced by jet aircraft. 

Mr. Merrow. To get the whole picture then, when we finally make 
the authorization and appropriation for military end items, you will 
have to set that forth, and then you will have to add on what we allow 
you to give for excess, so that if the entire $8,500,000,000 should go 
through it would still be more if this $1,150,000,000 goes through. 
That is, we will give more military aid than is shown in the large bill. 

General Scorr. You do two things, as I see it, if the act is passed as 
proposed. One is you raise your ceilings on excesses from $700,000,000 
to $1,150,000,000. 

Mr. Merrow. That is right. 

General Scorr. Also, you increase the appropriations to $8,500,- 
000,000. The same plan that you are applying this year was applied 
in 1950 in the Turkish Aid Act. 

I am still confused as to exactly what Mr. Fulton wants when he 
said you spread the program over 2 years. By spreading the program 
over 2 years, is it to be understood that half of it would be appro- 
priated for this year, and that half of it would be reserved for appro- 
priation the following year? 

Mr. Furrton. I believe Senator Taft’s suggestion is that you would 
get the money with the understanding that this amount of money 
would be all that you would receive for 2 years. Now, the breakdown 
as between the years I do not believe you went into, but if you had 
this program that you now set up for this fiscal year extended over a 
2-year period, you would then have to plan on what you would need 
to put in the pipelines for, say, future delivery, and do some prior 
ordering, and it would cause you to make a change in plan. 

So that you have a problem then of how a 2-year stretch would 
affect your planning program. 

General Scorr. I can answer that right now. As far as NATO is 
concerned, it would practically wreck it. Our 1952 programs—— 

Mr. Futron. I am putting up alternatives that probably most of 
us do not favor. Would you say what your planning would have to 
be under these two or three sets of circumstances, because they are 
far more than just a small cloud over the horizon. There are sub- 
stantial groups who will take those positions on the floor. 
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Mr. Risicorr. May I comment that in the field of foreign affairs 
the position of this group usually is defeated in the Congress. 

Mr. Futron. But at least.we must meet on the floor what is now 
part of the planned opposition. That is, not just to defeat the pro- 
gram, but to cut it down. We should then see, if we were a board of 
directors, what the alternatives are for action. 

So that means, first, how do you plan to do it if the program for 
this fiscal year is cut $1,000,000,000? Second, what are the effects 
of that plan upon security, on the program and on the production 
here at home? 

How would you plan if Senator Taft’s proposal were adopted? 
Certainly the Army comes up with what happens in all probable 
eventualities and plans for them. It would help us greatly on the 
floor if you would then tell us the situation as it affects vour planning. 

General Scorr. Well, in general this program for 1952 for the 
NATO countries is to provide certain essential equipment for the 
forces that they have agreed to have in being in 1952. In other 
words, this program is to meet the requirements of the forces that the 
NATO countries have agreed to have in being in 1952. 

Mr. Furron. That is correct. 

General Scorr. When you get to discussing a cut in the program 
and a different amount of money, there is a terrific processing that 
has to be done to arrive at the readjustments. There would have to 
be thorough study by the Joint Chiefs of Staff before the funds could 
be redistributed. 

Mr. Futron. Certainly you people did not come up here with only 
one plan based on a certain specific number of dollars. You must 
have come up with alternatives. As a military planning agency, you 
must have come up with what we could do on this amount of money, 
and where it would lead us, or what we would have to do if the time 
were extended. 

You have to study these various alternatives and then say let us see 
what is the best plan. You are giving us the best plan, and yet you 
say you have no other alternatives. I am saying, take two or three 
alternatives, which you might not like, and let us hear what the 
effect is and what the difference in your planning is. . 

Mr. Vorys. Could we please get their plan before we start talking 
about alternatives? So far as this record is concerned now, if we go 
to the floor we do not have very much explanation for this plan. Now, 
before we get to alternatives, let us get the plan. 

Mr. Futtron. I am not asking for an answer upon the questions now, 
but I want them to think about it ahead of time before we get through 
with this. 

Mr. CARNAHAN (presiding). General, you understand the request 
that has been made by the gentleman, and if you will I will ask that 
we proceed, and that that information which the gentleman wants be 
at least thought of by you. 

Mr. Futron. Thank you, Mr. Chairman. 

(The following was submitted for the record :) 
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Tue Secretary oF DEFENSE, 
Washington, July 28, 1941. 
Hon. James P. RicHarps, 
Chairman, Committee on Foreign Affairs, 
House of Representatives. 

Dear Mr. Ricwarps: The statements which Mr. Fulton made on July 20, 
1951, at the Mutual Security Program hearings before the Committee on Foreign 
Affairs as to the need for alternate plans in the event of a major reduction in 
proposed authorization of fiscal year 1952 funds for military assistance have been 
given most serious consideration in the Department of Defense, and I trust that 
the following discussion of the relationship between the principal factors affecting 
our foreign-aid planning will assure the committee that the possibility of attaining 
our security objectives with lesser sums of money has not been neglected. I do 
not intend this discussion to be taken solely, or even primarily, as an argument 
that the funds should not be reduced; I hope rather to point out that these funds 
are carefully calculated as one element in a complex plan to bring about a certain 
result. The alternative is a change in the basic aims which we had when we 
agreed to the appointment of General Eisenhower as Supreme Allied Commander 
in Europe. 

We must assume that the impact of any substantial reduction in foreign mili- 
tary aid funds would be borne by the nations participating in the plan for the 
defense of Western Europe, since over 80 percent of the funds are earmarked to 
assist in carrying out that plan. Any other assumption would imply almost 
complete renunciation of our current objectives in other parts of the world. 

The plan agreed to by the North Atlantic Treaty members for the military 
security of Western Europe is based on the provision of certain land, sea, and 
air forces, primarily to General Eisenhower’s command, on a time schedule which 
insures steady improvement in the European military position, approaching the 
minimum strength which can give reasonable assurance of security in about 3 
years. Each member of the North Atlantic Treaty Organization has committed 
itself to bring certain elements of these forces into being on scheduled dates. It 
is true that the sum of such commitments does not yet equal the requirements, 
but there is no reason to doubt that this gap can be reduced within the time limit 
as the rearmament effort gathers momentum. But the ability of the European 
nations to create combat-ready forces is limited by the availability of modern 
weapons and other matériel. Some of this matériel they can and will provide 
for themselves in increasing amounts under the stimulus of General Eisenhower's 
leadership and United States economic aid. During the critical period which 
faces us, however, the bulk must come from the United States. ‘Thus, the 
raising of European forces is directly related to the scale and time schedule of 
United States matériel deliveries. The funds requested for this purpose in fiscal 
year 1952 are calculated with the greatest practicable precision, on the basis of 
carefully sereened lists of deficiencies, to provide essential matériel for those 
European forces which will be in being by December 31, 1952. 

I am sure the committee fully understands the military basis for the matériel 
program as summarized above, but I have tried to put it in such a way as to 
emphasize the essential relationship between European military manpower, 
United States matériel, minimum security objectives, and the time we reckon 
to have for rearmament. 

As to our plans in the event we cannot provide matériel on the time schedule 
under which General Eisenhower's forces are building up, we must obviously 
face a dislocation of the other balanced factors. On a purely theoretical basis, 
all such reductions point to an extension of our objective in time; we could theo- 
retically attain the same minimum military security at a later date. Very roughly, 
the time extension would be proportional to the reduction in matériel deliveries. 
If a reduction of funds required extension of a planned l-year program through 
2 years, we might attain our objectives about 1 year later than we had originally 
planned. 

More significant than a theoretical exercise in time factors, however, is a con- 
sideration of the moral and psychological impact of a program which would fail 
to equip the men whom the European nations have already engaged to furnish 
at a certain time and for whom they are budgeting funds for maintenance and 
locally produced equipment. Immediately the United States will lose the initia- 
tive and leadership in pressing for greater European contributions and for accele- 
rated effort in producing the ferees now projected. The momentum which 
General Eisenhower is trying to build up in rearming Europe will stall and pos- 
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sibly slide into reverse. Under such conditions, no date can be set for our readi- 
ness to meet an attack on terms which offer a reasonable chance of success. 

The foregoing discussion derives its most serious implications from Mr. Fulton’s 
assumption based on Senator Taft’s proposal for stretching fiscal year 1952 mili- 
tary assistance through 2 years, whether by a 50-percent cut in fiscal year 1952 
or by a 2-year authorization which might delay the full impact until manpower 
and other European resources were available for activation of those forces sched- 
uled for calendar vear 1953. Mr. Fulton’s alternative, a flat $1 billion cut, would 
probably have to be applied to eliminate that part of the program which provides 
speed and flexibility in taking advantage of accelerated efforts which we expect 
on the part of our NATO allies, and anticipated participation in the defense effort 
by certain nations presently outside NATO. Since the total amount planned 
for these purposes in fiscal year 1952 is considerably less than a billion dollars, 
the remainder of the cut would ultimately have the effect of reducing the European 
NATO forces in being on December 31, 1952, by an indeterminate number, the 
precise order of which would depend on European reaction to a continued defi- 
ciency in certain essential matériel. 

The specific answer to Mr. Fulton’s request for information as to the course 
of action which the Department of Defense must contemplate in the event of a 
large-scale reduction in fiscal year 1952 military assistance funds is quite evident 
in the light of the foregoing discussion. In any event, regardless of the language 
of the enabling legislation, our action must be to inform General Eisenhower and 
the member nations of the North Atlantic Treaty Organization that the present 
time schedule for attaining a sound defensive position in Western Europe is not 
feasible, that the United States Government is prepared to accept the risk of 
substantial delay, that no adequate provision can be made for prompt initial 
equipment of friendly European nations presently outside the North Atlantic 
Treaty Organization, and that any further action taken by the Supreme Com- 
mander must be without the full United States support upon which he had 
hitherto depended. The Supreme Commander must then make a revision of his 
defense plans in the light of the lesser means which he could expect to have at 
his disposal during the critical period ahead. 

Faithfully yours, 
G. C. MARsHALL. 


Mr. CarNAHAN (presiding). Will you proceed, General? 

General Scorr. Do you desire any further discussion on this question 
of programing? I might carry on the discussion we started yester- 
day on the tying together of the military end item programs and the 
economic aid program. 

We feel that these programs under this scheme that I have in- 
dicated today are tied together, can be tied together at the country 
level, because what we are trying to accomplish is to arrive at the 
deficiencies in order to have the forces in being there at a specific 
date. Now, that list of deficiencies is what they require to equip 
the forces. 

When the deficiency list is reviewed by the country MAAG and 
the ECA mission, it is divided into two parts. One part consists of 
the items which must be produced in the United States, and the other 
part lists those items which must be produced in the country. 

The economic support program is based on the items that must be 
produced by the country. It takes both parts to equip the forces 
that will be in being. 

This chart does not apply to title I, but applies to the total appro- 
priations. It gives the obligations of the fiscal year 1950 and 1951 
funds. 

This blue curve indicates the obligations. 

This curve here indicates the expenditure, and these lines indicate 
the allocation of the funds to the Department of Defense. 

Mr. Vorys. Does expenditure roughly parallel materials shipped? 

General Scorr. That is correct. 
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Mr. Vorys. About $948,400,000. That is what this green book 
shows: 743 is the first, of 1950, and 205 out of the 5,381 made avail- 
able last year. 

General Scorr. That shows how much shipped in dollars? 

Mr. Vorys. Shipped from ports 743.4 of all three titles in program 
year 1950. 

Shipped from port, program year 1951, $205,000,000. I have added 
those and they come to 948.4. 

General Scorr. Is that for June? What date is this? 

Mr. Vorys. May 31, “Selected statistics.”” This is just what we 
were handed. 

General Scorr. There are two ways you can figure values. One 
is the expenditure under the act, and the other is the expenditure 
under the act plus the value of other equipment from excesses that 
may be furnished. I do not know what was used in the preparation 
of those data, but our figures indicate for both 1950 and 1951, as of 
May 31, that the expenditure was around about $800,000,000. It 
is over a billion by this time. 

The obligations as of May were $4.8 billion, approximately, and 
we expect to obligate by the end of June—we do not have the reports 
yet, but we estimate the obligations will be about $5.8 billion, or close 
to it. In other words, 92 percent of the funds made available will be 
obligated. Approximately $500,000,000 will be unobligated. 

Now, on deliveries. The 1950 program is about 80 percent de- 
livered. The 1951 program was 9 percent delivered by June 30, 
1951. We expect the deliveries of the 1951 program in the fiscal year 
1952 to be about 75 percent. 

Mr. Vorys. You mean that from May 31—how much did you ship 
in June, beeause the $205,000,000 in the book that was handed to us 
is not anywhere near 9 percent of $5,183,000,000. 

General Scorr. We do not have the figures. We estimated the 
amount that will be shipped in June. There was a very large ship- 
ment in June. 

Mr. Vorys. And $734,000,000 is not any 80 percent of $1,685,- 
000,000. 

General Scorr. To repeat what I have said, the deliveries under 
the 1950 program to June 30, 1951, amount to about 79 percent. 
The deliveries during the fiscal year, 1951, for the 1951 program, 
amounted to 9 percent. Both those quantities are estimated. We 
do not have the final reports in for June 30. 

The deliveries we expect during the fiscal year 1952 are as follows: 

The remainder of the 1950 program will be delivered; 73 percent 
of the 1951 program will be delivered; approximately 8 percent of 
the 1952 program will be delivered. 

Mr. Vorys. What does that total in billions? 

General Scorr. That runs about $3,750,000,000. 

Mr. Vorys. What does that show for deliveries of 1950 and 1951 
in billions? ; 

General Scorr. This will be a very rough estimate. About $300,- 
000,000 of the 1950 program; about $3,000,000,000 of the 1951 pro- 
fam, and a half a billion of the 1952 program for a total of $3.75 
villion. 

For the fiscal year 1953 the remainder of the 1951 program will be 
delivered and about 81 percent of the 1952 program. The total 
deliveries we think will run around $5.6 billion. 
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Mr. Vorys. Who is the Comptroller of International Security 
Affairs? 

Mr. Vass. The Department of State. 

Mr. Vorys. Is he here? 

Mr. Vass. He is not here. It is Mr. Murphy. 

Mr. Vorys. This document was prepared by him. It shows less 
than 50 percent of the 1950 program shipped from port as of May 
31, 1951, and you just told us that 79 percent has been shipped. 

Now, do you mean that 29 or 30 percent of the whole 1950 program 
was shipped i in the month of June? 

General Scorr. The information I have is that they estimated that 
on June 30 shipments would amount to 79 percent. 

Mr. Vorys. Who estimated? 

General Scorr. The services. 

Mr. Vorys. It is now July 18 or 19. Do you have to make an 
estimate as to what was shipped in the fiscal year ending June 30, 
1951? 

General Scorr. The reports are now coming in. Do you know 
whether they are in yet? 

Mr. O’Hara. The reports from the military departments come in 
normally as of the 25th of the month. The month of June, however, 
is a month in which they try to clean up all their little odd balancing 
figures - so forth, to clean out the fiscal year accounts, so they allow 
an extra 15 days for those reports so that they will not be in until 
August 10 for the June 30 fiseal year. There were heavy deliveries 
anticipated during June, and the preliminary reports indicated that 
approximately $400 million worth of materials for MDAP was shipped 
from ports in June. 

Mr. CarNaHAN (presiding). General, will you proceed? 

Mr. Vorys. Yes; go ahead. 

General Scorr. I have here the categories of items, of major items, 
and the quantities that have been delivered through June 30, 1951. 

The combat vehicles for the Army amounted to 4,480, and there 
are about 18,000 trucks and 2,900 pieces of artillery. There are 396,000 
small arms and machine guns, 178,000,000 rounds of small-arms am- 
munition, and 5,000,000 rounds of artillery ammunition, and 921,000 
mines and rockets. 

The Navy has delivered 188 vessels through June 30, 1951, and 241 
aircraft during the same period. 

The Air Forces have delivered 665 aircraft. 

This is an over-all chart of major categories of materials in 1950, 
1951, and the proposed 1952 mutual security programs. The 1950 is 
shown in red; the 1951 in green; and the proposed 1952 in yellow. 

Mr. Vorys. When you say “estimated charges” that means that is 
what you are going to deliver out of these programs, or just what 
does estimated charges mean? 

General Scorr. It is the cost of the item, excluding packing, 
handling, crating, and shipping and repair and rehabilitation of excess 
stocks. 

Mr. O’Hara. That will include the cost of the items either at the 
acquisition cost, the replacement cost, the procurement price, and 
excludes the rehabilitation cost in the case of excess items, Mr. Vorys. 

Mr. Futtron. Will you please say that again? 
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Mr. O’Hara. The basis for the charges is either acquisition cost, 
replacement price if it must be replaced, and new procurement cost 
if it is procured for this program. Repair and rehabilitation costs in 
the case of excess items are excluded. 

Mr. Vorys. But this is cumulative. 

General Scorr. That is correct. 

Mr. Vorys. This is everything that has been done, and you think is 
coing to be done, through fiscal year 1952. 
~ General Scorr. The vellow is what you add on to it for 1952. You 
add the 1950, 1951, and 1952 programs, and vou get vour total. 

Your 1950 program for vessels was this. You add this much more 
for 195) and this much more for 1952. 

Mr. Vorys. What I do not get is whether, for instance, for vessels, 
whether that includes for vessels all that you have shipped and intend 
to ship for 1950? Is it a combination program of what you have done 
and what you expect to do? 

General Scorr. It is a program by years. It is money made 
available for a 1950 program. We have a 1951 program which has two 
parts—the regular and the supplemental. 

Of the 1951 program, very little has been delivered. Then there is 
a 1952 program. 

So this is independent of deliveries. It is how we set up these 
programs and where the money goes. You can see that the major 
category, taking the three programs, 1950, 1951, and 1952, on aircraft 
and aircraft equipment, is hitting around about $3 billion. 

Mr. Vorys. Could I ask just one more question? You have a 
request for $6,200 million. Is that what it is this time? 

General Scorr. 6.3 approximately, including administration. 

Mr. Vorys. So we are looking at the chart, and that is $7,066.4 mil- 
lion for 1950 and 1951. That is $1,685,200,000 for 1950, and $5,381.2 
million for 1951. Add to that $6,300 million and we are looking then 
at a $13,366 million program. Is that correct? 

Mr. Furron. It could not be from the figures that are there. 

Mr. Vorys. That is what 1 mean. We have all these lines there, 
and | am trying to figure out what it is. 

Mr. Erron. The total for matériel is about 12.7. 

General Scorr. I get 12.6 roughly, including the excess. 

Mr. Vorys. I took it out of the book here just now; 1 billion 685.2 
was 1950. Is that right? 

Mr. O'Hara. Yes. 

Mr. Vorys. 5 billion 381.2 is budgeted for 1951, and 6.3 billion is 
budgeted for 1952. 

Mr. O’Hara. That includes administration and packing, handling, 
crating, transportation, and training. 

Mr. Vorys. Surely. 

General Scorr. Matériel is 12.6. 

Mr. Vorys. How much? 

General Scorr. 12.6 or 12.7. Around that. 

Mr. Vorys. So out of the whole business there is $766,400,000 that 
has been or is going to be spent for administration and training? 
I am subtracting 12.6 from 13,336.4, which are the budgeted figures, 
and the only ones I can find. 

Mr. O’Hara. Administration does not include very much in com- 
parison with the total of the program. Itis alow percentage. Train- 
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ing is not much more than the administration over-all. There is a 
large cost, however, for packing, handling, shipping, and crating 
Preparation for overseas shipment is an expensive thing, and then the 
shipment itself. That shipment itself is a large item of expense 
On most items it runs somewhere around 15 percent of the value of 
the item, that is, the cost of packing and crating for overseas shipment 
and shipping to port and shipping overseas. 

Mr. Fuutron. Could I point out to vou on that chart that I think 
the figures shown on the chart do not make 12.6 billion. The chart 
shows approximately 11.4 and there is obviously 1.2 then that is 
unaccounted for by those chart figures. 

Mr. O'Hara. That 1,150 is the proposed excess limitation. It is 
$700,000,000 in the present program and an additional $450,000,000 
proposed for the coming one. 

Mr. Furron. So that actually is 1,450? 

Mr. O'Hara. It would be $1,150,000,000 if the acquisition cost of 
the excess were added to the material charges. 

Mr. Furron. That is correct, but on the chart there it is $11,450,- 
000,000 total. 

Mr. O’Hara. Correct. The acquisition cost of excess is excluded 
from the charges. 

General Scorr. I wanted to bring out the point that the largest 
item is aircraft and aeronautical equipment. The second largest item 
is tanks and combat vehicles. The third largest item is ammunition. 
The least item is small arms and machine guns. 

I can give vou that breakdown any way you want it, Mr. Vorys. 

Mr. Vorys. Aircraft is tactical, ] suppose, is it not? 

General Scorr. Correct. There are some trainers. 

Mr. Vorys. Yes. 

General Scorr. And transport aircraft. 

Mr. Vorys. Now, that would look as if it is not proposed that they 
go in very strongly for aireraft. Is that right? 

General Scorr. The European nations? 

Mr. Vorys. Yes, sir. 

General Scorr. Yes, sir. They go in very strong for it. 

Mr. Vorys. What would be their proposed amount? 

(Discussion off the record.) 

Mr. Vorys. Have you there how much aircraft they are to have 
in dollars? 

General Scorr. IL fiesitate to answer that question. I understand 
there is considerable study now going on with the air chiefs of staff 
of the NATO countries, arriving at air contributions by countries and 
aircraft production authorization programs. 

(Discussion off the record.) 

Mr. Vorys. Annual production you mean? 

General Scorr. No. That is full production. 

Mr. Vorys. You mean that is what they have got to do? 

General Scorr. That is what they are planning to do by 1954. 

Mr. Hatasy. Could I comment on that, General Scott? 

General Scorr. Yes. 

Mr. Havasy. You were asking for production of aircraft in compari- 
son with this end-item delivery, were you not, Mr. Vorys? 

Mr. Vorys. I thought at some time or other we were going to get 
a figure of what we would put up, and figuring it the best way you can 
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in dollars, what the European nations would put up. I thought maybe 
we were going to have that at some time or other, are we not? 

(Discussion off the record.) 

Mr. Vorys. What I thought was that since you had the total, that 
you are going to give us at some time, we might be able to get the 
aircraft figure now. If vou do not have it, all right, but T thought if 
vou had the totals you would know what went in to make up the totals, 
and we could just say aircraft. 

(Discussion off the record.) 

Mr. Vorys. Is that right? 

General Scorr. Yes, sir. 

Mr. Fu_ron. You mean, give us the whole program over-all so 
that we see the whole pie and then show how those countries share 
in the various programs, divided as to years—1951 and 1952—in each 
of those categories, and then you have the whole over-all situation. 

Mr. Vorys. Yes. If vou do not have it, do not stop now, but go 
ahead. 

Mr. Hatasy. We will be giving you in the further ECA presentation 
figures concerning the categories of their preduction for fiscal 1950, 
1951, and estimated for 1952. 

Mr. Vorys. | though if you put a comparable chart like this 
opposite ours, we would be able to see that the United States is going 
to do the lion’s share of producing aircraft. However, when you 
would look down at small arms, and that is the smallest thing on there, 
you would see a pretty long line of small arms that Europe is producing, 
and that sort of thing. The two would roughly supplement each other 
in making a fully rounded program. 

| would hope that is the way it would come out. 

General Scorr. That chart there gives vou the breakdown of the 
major items of equipment in the proposed 1952 program. That is 
confined to the 1952 program and gives all countries, including titles 
Il and III. It is broken down into various categories. There are 
vessels, aircraft, tanks, combat vehicles, small arms and machine 
guns, motortrucks, artillery and naval guns and ammunition, small- 
arms ammunition, and artillery and naval ammunition. 

(Discussion off the record.) 

General Scorr. Those are small vessels. 

Mr. Vorys. What kind of vessels would they be? 

General Scorr. | will ask the Navy to answer that question. 

Commander Horrman. They are mostly landing craft, sir. 
LCM-3’s and LCVP’s. They are used up the river in landing soldiers 
and to patrol river waters. That is the type of vessel that makes up 
the bulk of vessel aid for Indochina. 

Mr. Vorys. Are those all excess, the kind you are talking about? 

Commander HorrMan. No, sir. They are not. 

Mr. Vorys. They are up to date? 

Commander HorrmMan. Yes, sir. They have been taking them out 
of service stocks, but I think the Navy may have to go into procure- 
ment of them in the future because they do not want to let our reserves 
of them get too low. 

Mr. Vorys. And that same sort of thing would be useful in the 
Philippines, I suppose? 

Commander Horrman. Not necessarily, sir. It is a little different 
type of vessel than we envision for the Philippines. 
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General Scorr. I might state these figures are constantly under 
revision and adjustment, as we get information from the various 
countries. When we find they can produce an item in the program, 
that item is eliminated. 

Mr. CarNawan (presiding). Are there any further questions on 
this chart? 

Mr. Vorys. This is probably the first, last, and only time we are 
going to look at this. I realize it is highly secret. Maybe you 
fellows have digested it already, but I was hoping we could ‘study it 
for a few minutes. I do not want to detain the committee and I can 
do it separately. 

Mr. CarnanHan (presiding). I want to say that when we finish 
with the general we are going to adjourn until 2:30 this afte rnoon. 

(Discussion off the record.) 

General Scorr. That is millions. 

Mr. Vorys. Millions of rounds? 

General Scorr. Correct. 

Mr. Vorys. Is not small arms ammunition the kind of thing they 
ought to get to producing? I do not mean the French particularly, 
but over there? 

General Scorr. That is correct. They should get more and more 
into it, but in order to get the forces equipped and combat-ready at 
this time, the MAAG indicated this ought to be produced in the 
United States. 

I would say in general we should get out of that picture more and 
more as the Europe ans get into it. 

(Discussion off the record.) 

General Scorr. Yes, sir. The same thing applies. That applies 
to motortrucks too. We are cutting down more and more on trucks, 
but we have a very serious problem of standardization. 

Mr. Vorys. In that stockpile item, is that going to be under 
General Eisenhower? 

General Scorr. I am glad you brought up stockpiling. 

Mr. Vorys. It is quite an item. 

General Scorr. Yes. It is a very important item and I have failed 
to mention it. The country programs are all based on the forces that 
the countries have agreed to raise during the calendar year 1952. In 
other words, that is Ike’s army. 

This item is a stockpile. The amount of it runs about $500,000,000, 
as IT remember. That will be on the next chart. That stockpile is 
there for many purposes. We are trying to get the countries to make 
more commitments than they have accepted for 1952. There is 
pressure all the time to get them to accept more aircraft units and 
more army units and more naval units in order to try to meet the 
requireme nts. 

We have arranged our program based on commitments, but we are 
trying to get them to increase those commitments. 

(Discussion off the record.) 

General Scorr. Moreover, this is a general pool for meeting various 
purposes. 

Mr. Vorys. Will you have warehouses? 

General Scorr. No, sir. 

Mr. Vorys. Is that stockpile going to be in this country? 
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General Scorr. In this country, but it really will not be a physical 
stockpile. This is a bookkeeping®stockpile. It will not be stored 
separately from our own stocks, but can be collected in a short period 
of time. I would rather have somebody from the Army speak on that. 

Mr. Vorys. Let me say that I visualized that, out at Fontainebleau 
there would be a lot of shanties, full of stockpiled equipment, and 
they would say, ‘If you European fellows speed up, just come and 
get it.” 

General Scorr. No, sir. 

Mr. Vorys. It is not that kind of a stockpile? 

General Scorr. Colonel Burgess can answer that. This should 
be off the record. 

(Discussion off the record.) 

Mr. Vorys. As I understand it, all of those items of equipment are 
exactly the same as we are producing for our own forces, with 
extremely small exceptions. 

General Scorr. They are all for the same types as for our own forces. 

Mr. Vorys. [ understood there were some exceptions in electronics, 
or communications, or something like that. Dollarwise, could you 
tell us what that would be? 

General Scorr. No; but I would like to have the Air Force speak 
on that point. The panels of the aircraft and certain instruments, of 
course, are undoubtedly different from theirs. 

Mr. Vorys. The language panels and the markings are in meters 
and kilometers, and so forth. 

General Scorr. That is right. The aircraft are just the same, but 
it is just a question of different instruments. 

Mr. Vorys. I have seen them turn over a boat, for instance, to the 
Italians, and the question was whether it was easier to teach the 
Italians enough English to read those things, or to change the labels. 
However, we have a stockpile which they are working on downstairs, 
which is contemplated, of $60,000,000,000 of similar stuff programed 
for next year. 

General Scorr. For next year? 

Mr. Vorys. The armed services appropriations. If they get what 
they are asking for it will be about $60,000,000,000 worth of this same 
sort of stuff, which would be way above the billion that you have signed 
up as a bookkeeping transaction. 

General Scorr. You are talking about the stockpile in the services? 

Mr. Vorys. Yes. I say we have a stockpiling of the kinds of ships, 
planes, tanks, and so forth, that we are producing, and that that is 
physically stuff that could be put into this program; is it not? 

General Scorr. Undoubtedly they have a real purpose for it them- 
selves, that is, the services. 

Mr. Vorys. Yes. 

General Scorr. This has a purpose also. 

Mr. Fuuron. This could be off the record. 

(Discussion off the record.) 

Mr. Vorys. I would like to ask you a question first as to appro- 
priations. 

As I understand it, the appropriations for our own defertse materials 
are made to the Defense Department. Is that correct? 

Mr. O'Hara. Yes, sir; and to the organizations within the De- 
partment. They made it to the Ordnance Department of the Army. 
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Mr. Futron. Would that apply, to the Department of State? 

Mr. O'Hara. No. 

Mr. Vorys. Now, as I understand it, while in the authorization 
act we say there is authorized to be appropriated to the President for 
MDAP so much money, it is actually appropriated to the Department 
of State. 

Mr. O’Hara. No, sir. The money is appropriated to the President. 
The President has designated the Secretary of State to act for him in 
allocating the money. All the money for the mutual defense assist- 
ance program, therefore, comes by allocation to the Department of 
Defense from the State Department, and that makes the difference 
from the money you referred to previously, which is appropriated for 
our own Defense Department. 

Mr. Vorys. That is right. Now, as to materials. As I under- 
stand it, the defense appropriation for our own forces that is bei ing 
worked on downstairs now contains a proposal for $34,000,000,000 of 
hard goods. Is that correct? 

Mr. O'Hara. That is approximately correct. 

Chairman Ricuarps. $34,000,000,000 of what? 

Mr. Vorys. Of durable goods, or hard goods. There is a lot there 
for troop pay, and all kinds of things like that, but $34,000,000,000 
of it is for hard goods. 

There are $5,794,200,000 of the present authorization—the MDAP 
appropriation authorization—that is to go into hard goods. Is that 
correct? 

Mr. O’Hara. That is proposed in this. 

Mr. Vorys. Yes. That is the proposal. 

Mr. O’Hara. Yes. 

Mr. Vorys. That is not a secret figure, because it has been given 
out. 

Mr. O’Hara. Yes. 

Mr. Vorys. So that we are over $40,000,000,000 in proposed hard 
goods. Then there is a request for $500,000,000 additional for the 
reimbursable aid, which, if used, would be another addition to the 
hard goods. 

Mr. O’Hara. That is correct, sir. 

Mr. Vorys. Now, the United States was producing hard goods at 
the rate of $34,000,000,000 for this year. We produced $22,000,000,000 
in 1944 at the peak of the war. 

Has somebody figured out where in the world, with all the good will 
in the world, if we give you all the dollars you ask for, vou are going 
to double substantially the hard-goods production of the United 
States in the coming year? 

Mr. O’Hara. The amount that is requested for appropriation for 
military hard-goods production includes in it the expenditure basis 
because of the fact that it must include contract order time and 
contract lead time. In other words, our system of appropriation 
makes it difficult, incidentally, in comparing it with European pro- 
duction and European budget figures. Our system, as we appropriate 
funds, and as we account for funds, is on the basis of contracts and 
what is placed, and not on the basis of goods produced and delivered. 
The expenditure basis which is used generally in Europe is definitely 
related to deliveries and expenditure. 
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The military hard-goods production which is being contracted for, 
which includes, incidentally, a resurvey of all that which has previously 
been appropriated and not yet spent, whether it has been obligated 
or not, is being examined constantly and reexamined by the military 
departments who are drawing up what are known as production 
schedules, showing which plants and to what extent in each of those 
plants production is planned with the funds to be appropriated, and 
at what time deliveries will come from those plants, relating that to 
the tool situation in those plants, and the additional tools that would 
be provided, and to the basic plant capacity, and the time in which it 
can be achieved. 

Now, all of those production requirements, those for the military 
departments, those for the mutual defense assistance grant-aid pro- 
gram, and those for reimbursable aid are included in the production 
schedules which the services are drawing up, and through the Muni- 
tions Board and the Defense Production Agency, are having a review 
for feasibility and the practicability of their realizing that production. 

I would like to say on those that have been submitted there has been 
shown an ability in the United States to produce that justifies the rate 
of appropriation that was requested. That exercise was one of the 
things that determined the submission of the military budget this 
year. It was determined what could be produced before that budget 
was submitted. 

Mr. Vorys. Well, perfectly obviously, vou are not going to produce 
in fiscal 1952 any forty-odd billions of hard goods. 

General Scorr. That is right. 

Mr. Vorys. That is one thing that is clear. 

Mr. O’Hara. Correct. 

Chairman Ricuarps. I want to ask a question there before you 
finish. 

Mr. Vorys. Yes, sir. I have one more question. 

Chairman Ricwarps. Go ahead and finish. 

Mr. Vorys. I want to know whether you could give us the aver- 
age lead time on the program down there or on this program? 

Mr. O’Hara. Sir, it varies very widely. Generally speaking, there 
is a lead time beyond the fiscal year that averages somewhere in the 
neighborhood of 8 months. In other words, deliveries are provided 
for over-all on the whole field of hard goods, which includes some 
semisoft, that runs to an average of about 8 months beyond the end 
of the fiscal vear. 

In addition to that, however, there are special categories in which 
that lead time is much greater, especially in strategic aircraft and in 
many types of tactical aircraft, and in electronics and other things 
that require a considerable amount of subcontracting. Tanks run 
substantially over that period, but much lesser period of time than 
they had at an earlier date in our production schedule. That is 
generally the story. 

Chairman Ricuarps. General, I want to ask you a question along 
a little different line. You have heard a number of witnesses testify 
and many questions asked. 

What I want to know is this: I want to get your opinion with regard 
to the organizational question of this mutual-assistance bill we have 
here. There are military end items. There is economic aid for mili- 
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tary production. Then there is economic aid, as such, but about which 
I am not asking you. 

You have legitimate economic aid and legitimate military aid. 
There is economic production—that is, aid that might help the econ- 
omy, or it might help the military. Nobody can sav whether it is 
military aid in itself, or whether it is economic aid in itself, or 
should be so designated. 

What do you think about putting all the strictly military-aid items 
in the defense of the United States and let it be part of our production 
line, and let it be sent over there by the Joint Chiefseof Staff, or sent 
to General Eisenhower to distribute as he sees fit in the over-all plan. 
Then have an over-all administrator. 

I am not asking you about point 4. Iam not asking you to express 
an opinion about economic aid. But as to economic aid for military 
production and the aid that may be either economic or military in 
character, how about putting that underit too? There you will have 
everything except straight out-and-out military-end items. Do you 
not think such an organization could function effectively so far as the 
military features of this over-all program are concerned abroad? 

General Scorr. | do not think there is any question about: the 
fact that the Department of Defense, if appropriated the funds 
directly, could carry out the military aspects of MDAP, that is, 
procure, store, move and distribute, and carry on the training pro- 
grams that we now carry on. However, to me there is a very, very 
ciose relationship between the economic support, if it is going to be 
carried on properly, and the military end-item programs. They 
supplement or complement one another. They are very closely 
related. The more we can get Europe in production, the less our 
end-item program should be. The less Europe gets in production, 
the more our end-item program is going to be. So that any organiza- 
tional system set up has to insure the coordination of the military 
end-item program and on the economic support of the military effort. 

As you stated, there are several different kinds of economic support. 
One of them is direct support of the military effort. We are interested, 
of course, in that aspect of the economic support. 

There are many other types that are necessary to the sound economy 
of the country. The economic support ties directly into the produc- 
tion program of the country for their armed forees, and what they 
produce affects what we ought to produce and what we produce 
affects what they ought to produce. 

So I would say in considering the problem of reorganization that 
we have to remember there is a military aspect, an economic 
aspect, and a political aspect of the problem. 

Two of those aspects require operating and administrative control. 
One is economic, and the other is military. I think there will always 
have to be these two operating agencies. I do not think you can 
combine them effectively. I do not think that a satisfactory job 
could be done if both were combined in one agency. There will be a 
loss of efficiency and effectiveness unless the military operation remains 
under the military, as it is now. Whatever organization we set up, 
whether we keep the present one, or whether a new agency be created 
such as the Mutual Security, Agency, or whether you turn the money 
over to defense, coordination of the military and economic aspects is 
an essential function which must be performed. 
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Chairman Ricuarps. It all depends on coordination and cooper- 
ation between the departments of the Government. If you can get 
that now you can get it then under the new organization. 

As to the handling of these programs in the House, the only differ- 
ence between them is that you are going to make an estimate for end 
items and go before the Armed Services Committee and ask for it. 
The rest of it would then come to this committee under that plan. 

General Scorr. Yes, sir. 

Chairman Ricuarps. You would ask for that; that would call for 
liaison and synchronization. The whole operation, as it is now, 
depends on that. 

General Scorr. Yes; but I think in the consideration of appro- 
priations in future years you are going to have to consider them, that 
is the military and the economic, together. I do not see how you are 
going to separate them because they are really related. 

As I said before, what is produced in a country in Europe affects 
what ought to be produced in the United States. They are 
complementary. 

Chairman Ricuarps. Right there, one of the things that bothers 
me about that plan is this: Suppose Belgium decides it can produce : 
75 gun, or a bazooka, or a machine gun, ora tank. Then it 1s decided 
that Belgium furnish these weapons to others. Now that is end-item 
stuff. Ultimately that is what we want them to do for their own 
troops anyway. 

General Scorr. That is correct. 

Chairman Ricuarps. One phase of the program being so dependent 
on the other, where would you draw the line? As to whether that 
can be done, I have not made up my mind. Some of the members 
of this committee think it definitely can be done. I do not know. 

I am not talking about economic aid. However, if we have to 
keep these programs separate without trampling on the Army, Navy, 

Air Force, that raises a different problem. I do not care if it is 
the best job in the world from an administrative standpoint, you are 
bound to trample on somebody’s toes, and you always dynamite 
some of their preconceived ideas as to what ought to be done. 

What I want to do is get a military viewpoint on that. I gathered 
from what General Bradley and Mr. Acheson and General Marshall 
said that things are running along pretty well, and it might be better 
to leave well enough alone. We understand that. You never had a 
unified defense program down here because things were running along 
pretty well and we have been rather successful under the other methods. 
But, we have not been successful enough. 

General Scorr. I think the Department of Defense’s view is that 
many different types of organization could do this job. Which one 
is the most effective is the point you are bringing up. That is, how 
can we give the Government the most efficient service. 

Chairman Ricuarps. That is right. 

General Scorr. You can turn the military funds over to the De- 
fense Department. You can appropriate the funds direct to Defense. 
We can implement the military programs and we can cooperate and 
coordinate with other agencies in order to do an effective job; or, as 
you mentioned, you can put the $6.3 billion in the service budgets, 
I doubt the wisdom of the latter since Defense would have to organize 
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to-handle the foreign military aid funds separately in order to attain 
our objectives in Europe and other areas. 

A point I want to bring out is this: The need for coordinating mili- 
tary and economic programs. Let us take the 1953 programs. When 
we go to the countries we are going to sav, ‘‘We want you to give us 
your deficiencies for the forces that you are going to have in being in 
1953.” They then come up with an equipment list based on the 
forces they say are going to be in being. This equipment deficiency 
list contains all the items that the country must have in order to 
make the forces in being in 1953 combat effective. 

The MAAG reviews the list as does, also, the ECA mission. They 
should arrive at two lists. One list should be the items which they 
cannot produce themselves, or they cannot produce in time. 

The second list is I call the indigenous production list—what the 
country can produce. But the country cannot produce these items 
without assistance from the United States in the way of raw materials, 
and machine tools, and so on. 

The more we spend on the economic side, the less we spend on the 
military. 

Chairman Ricuarps. Of course, you always have a right to turn 
some money back to the Treasury of the United States that you did 
not need because you got them to do something over there; but, 
of course, that is not often done, is it? 

General Scorr. In our present situation the requirements are so 
far beyond what we are providing that it is not an issue. 

Chairman Ricuarps. General, it is 1 o'clock, or a little after 1. 
We have to be back at 2:30. 

Mrs. Ketyiy. Could I ask a question? 

Chairman Ricuarps. Mrs. Kelly has not had an opportunity to 
ask a question. Mrs. Kelly. 

Mrs. Keuiy. This program has really just started. What I want 
to know is whether the military end items now in production are good 
enough at the present time so that they will not be declared in surplus 
or in excess next year, or in subsequent programs? 

General Scorr. Well, we do not declare anything excess until it is, 
in fact, excess as a result of improvements, or because of the fact 
that we have too much. Incidentally, I do not think there are very 
many in that category left. 

Mrs. Keuuiy. Are there any? 

General Scorr. Well, you have some propeller driven aircraft that 
cannot be made available to other countries.until they get jet aircraft. 
The impression might be that we generate excesses in order to make it 
available and replace some of the items of equipment in our own 
forces. We do not do that. It is a natural generation that comes 
through improvements. 

Mrs. Ketiy. In otner words, you would still produce that item 
with the contracts out, even though we cannot use it? 

General Scorr. We do not produce an item that we do not use. 

Mrs. Keviy. Maybe I used the incorrect term. If you have air- 
craft contracts outstanding under this 1951 program, and if under the 
1952 program you do not want that type any more, would you permit 
the production of that aircraft so that you could send it to some 
other country? 
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General Scorr. I would like to have Colonel Klein answer that 
question applying to aircraft, as he knows the details of it. 

Mrs. Keury. | just took aircraft as an example. 

General Scorr. It is a good example. 

Colonel Kiem. To answer your question, Mrs. Kelly, we are not 
producing any aircraft at the present time or any components or 
spare parts that we do not visualize an immediate need for as soon 
as it comes off the production line. It is all modern equipment that 
we are producing 

Now, the only obsolete aircraft we are providing is excess to our 
mobilization requirements. Those, you see, we are not producing. 
But when we do supply those aircraft to the various countries we are 
obliged to produce a certain amount of spare parts for them. If we 
do not have the spare parts in stock, we Have to produce a certain 
portion of them. ‘Those spare parts will be utilized and required as 
soon as they come off the production line. When it comes time to 
convert to modern aircraft—vou see, we have the old, conventional 
tvpe aircraft that are still useful in these countries that are not ready 
to take jet aircraft—but in years ahead there will be a conversion 
period and, if the program continues, we will have to provide jet 
aircraft. 

Does that answer vour question? 

Mrs. Keviy. Yes, Colonel Klein, I thank you. 

Chairman Ricuarps. The committee stands adjourned until 
2:30 this afternoon. 

(Whereupon, at 1:18 p. m., the committee adjourned until 2:30 
p. m. of the same day.) 


AFTERNOON SESSION 


The committee reconvened at 2:30 p. m., Hon. James P. Richards 
(chairman) presiding. 

Chairman Ricuarps. The committee will come to order, please. 

Ladies and gentlemen: We will continue the hearings by calling 
on the first witness this afternoon, Hon. George C. MeGhee, Assistant 
Secretary of State for Near Eastern, South Asian, and African Affairs. 

Mr. Secretary would you have a seat here? Do you have a written 
statement that you want to read? 


STATEMENT OF HON. GEORGE C. McGHEE, ASSISTANT SECRETARY 
OF STATE FOR NEAR EASTERN, SOUTH ASIAN, AND AFRICAN 
AFFAIRS 


Mr. McGuee. I have a written statement here, Mr. Chairman. 
I hate to take up your time by reading it. 

Chairman Ricuarps. We have had a good many statements. If 
you care to touch on the high points and put the whole statement in 
the record, | am-sure that will be all right. You may proceed as you 
wish. 

Mr. McGuer. To save your time, Mr. Chairman, suppose I put 
this in the record, because it is rather lengthy. 

Chairman RicHarps. Without objection that will be done. 

(The statement referred to is as follows:) 
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STATEMENT BY ASSISTANT SECRETARY OF STATE FOR NEAR EASTERN, SoUTH ASIAN, 
AND AFRICAN .AFFAIRS, Mr. GeorGe C. MCGHEE, ON THE MUTUAL SEcuURITY 
PROGRAM 


The Near East and independent Africa 


With your permission, Mr. Chairman, I should like to discuss the Near East 
and African area, which includes Greece, Turkey, Iran, Israel, and the Arab 
nations; and Libya, Ethiopia, and Liberia. We propose a program for grant 
economic assistance to these countries, indicated on the accompanying chart, 
and grant military assistance to certain of them. 

Those of us appearing before you will be working as a team in presenting this 
program, and I should like to explain how the team will work. With your per- 
mission, I shall attempt to present the Executive's view on the region as a whole 
and the over-all rationale of the proposed military and economic programs. 
Special reference will be made to the economic programs for the Near East coun- 
tries which have not hitherto received ECA assistance. 

Admiral Duncan will discuss the military and strategic significance of the 
region, and he and his colleagues from the Department of Defense will be respon- 
sible for the justification in detail of the military program. 

Mr. Foster and his colleagues in ECA have dealt with the economic program 
of assistance to Greece and Turkey and the relationships of these economic pro- 
grams to the military programs in these countries. ECA has, of course, a long 
and suecessful record of operation in both countries. 

Mr. Bennett, the Administrator of the Technical Cooperation Administration 
of the Department of State, will deal with those elements of the economic pro- 
gram that specifically pertain to the operations of his Administration, and will 
relate the programs of United Nations technical assistance to the United States 
bilateral programs. 

I should also like to file at this time statements from our political, military, 
and economic representatives abroad. 

The sums involved in the program are considerable, amounting to $415 million 
for military assistance and $125 million for economic assistance. The Depart- 
ment would not support a request of this magnitude were it not convinced that 
the stakes are large and a major effort imperative in terms of our own national 
security. 

First, a word about the area as a whole. The chart shows the area, with the 
exception of Liberia, to represent contiguous territories at the world’s cross- 
roads. It is bounded on the north by Soviet Russia or satellite states, and we 
are all too familiar with the pressure that has been exerted from the north on 
the border states. Aside from its importance as a route for land, sea, and air 
transport, the region contains one-half the proven oil reserves of the world, and 
its present production of oil accounts for a very large proportion of the current 
requirements of the Eastern Hemisphere. If no substitute were found for these 
oil supplies—and it would be very difficult to find a substitute—the industries in 
Europe would grind to a halt and the economy of many countries in the Far East 
which are of concern to us would be seriously affected. 

Russia has traditionally sought to expand toward the south. It is obviously 
noi in our interest to permit such a Soviet challenge to win by default. This is 
a reason why we present an expanded program of aid for the Near East to 
the Congress. 

With your consent, Mr. Chairman, I should like now to take up the case coun- 
try by country, endeavoring to describe the general background of the present 
situation and the program which is submitted for the consideration of the 
Congress. 

MILITARY AID 
Greece 

Aid to Greece, which has been extended since 1947, first through the Greek- 
Turkish-aid program and later through the ECA and MDAP, has paid very 
satisfactory dividends. Greece has preserved her independence, and is now con- 
tributing to the principle of collective security and to the strength of the defense 
of the free world. Greece provides an example of effective action by the 
agencies of the United States Government pursuing 4 common policy, clearly 
defined, The economic program for Greece has been considered in testimony 
covering title I of the proposed legislation. I should like to take this oppor- 
tunity to endorse the accomplishments of the ECA Mission in Greece and ex- 
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press the conviction that progress in Greece fully justifies the continued support 
of the Congress. 

The population of Turkey is about 20,000,000. Turkey's large armed forces 
are backed by a substantial reserve. The combat effectiveness of the Turks has 
been steadily improving as a result of intensive efforts of the Turks, aided by 
the United States. During the past 4 years we have assisted the Turks in 
obtaining modern equipment, and in providing extensive training facilities, 
designed to enable the Turks to make best use of the equipment. This policy 
is paying off. Turkey has made an important contribution in Korea, where the 
Turkish brigade has lived up to the high tradition of Turkish military history. 

We still have far to go, however, before the full Turkish military potential 
will be realized. If this is to be achieved, we must continue to assist in expand- 
ing local production of arms; we must continue our training programs, and we 
must continue to furnish equipment to the extent that our resources permit and 
the Turks can effectively absorb it. Hence we propose to carry on the program 
launched in 1947. 

MILITARY AND ECONOMIC ASSISTANCE 
Iran 

We are proposing both military and economic assistance to Iran. ‘The economie 
program proposed will amount to $24,050,000. The military figure [I should like 
to discuss in executive session. The two elements of assistance are interrelated 
and we are convinced, vital in meeting the critical situation there. 

On the military side, it had been hoped that, with the successful accomplish- 
ment of the Greek Army in ridding the country of guerrilla forces, the size of 
the military establishment could be reduced, with a resultant decrease in the 
need for United States aid and benetits to the economy of the country as a whole. 
Because of Korea and the general trend of the “cold war,” however, such a 
course is no longer possible. Accordingly, we must seek substantial military aid 
for the Greeks to replace supplies and equipment which are becoming obsolescent 
and to enable the Greeks to maintain the strength of their military establish- 
ments. The Greek soldiers are tough, courageous, well-trained; they have 
proved their fighting qualities both in the defense of their homeland and in Korea. 


Turkey 

Turning to Turkey, we can also point to a creditable record of accomplishment. 
We have learned to regard the Turks as stanch allies, determined to resist 
aggression from the north. The Turkish economic program, like that of Greece, 
is considered with the European economie program. ECA can look back on solid 
accomplishment in the work which it has done to assist the Turks in the develop- 
ment of their resources, ECA aid, supplemented by loans from the Export- 
Import Bank and the International Bank, has enabled Turkey to expand her 
‘apital plant in many directions. Turkish economic assistance is closely related 
to requirements for the Turkish armed forces; over a third of the Turkish 
national budget is devoted to defense. 

The situation in Iran has, of course, given all of us the greatest concern in 
recent months. While over a period of time Iranian oil and Iranian oil-refining 
capacity could be replaced in the world markets, loss of this industry and its 
products to Europe and to the Near and the Far East would compel radical, 
costly, and difficult adjustments in oil production and oil marketing throughout 
the world. 

That is one reason for our special interest in Iran. A further reason is the 
impelling fact that Iran represents a tempting bait to Russia in its effort to forge 
a chain of satellites around the Soviet periphery. Tran’s loss to the free world 
would jeopardize the security of the entire Middle East, which is itself the gate- 
way to south Asia and Africa. 

We have seen in Iran the eruptions of pent-up nationalism. Although the 
Communists did not precipitate the oil dispute, the expertly organized and highly 
vocal Communist organization, the Tudeh Party, is attempting to aggravate and 
capitalize upon it. In this atmosphere there has been a political reaction in 
Iran against the British oil interests which has made more difficult an agreed 
settlement of the oil problem. Iran is heavily dependent financially upon the 
exploitation of its oil resources. Failure to work out an agreement with the 
Anglo-Iranian Oil Co. has already seriously affected Lran’s economy and retarded 
implementation of Iran’s 7-year development program. 

The present situation is, however, a reflection of the fundamental weakness 
of the social and political structure of Iran. The bulk of the Iranian people 
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are poor, undernourished, and illiterate. Only through an improvement in basic 
living conditions can the Iranian people be given the means and the incentive 
to build a strong nation. Only a strong Iran can in the long run survive as an 
independent state and maintain its national integrity. In climate and in natural 
resources, Tran has been compared to California. If Iran’s living standards 
even moderately approached California’s, Iran would be a powerful ally in the 
free world. We propose to help Iran make progress toward a better way of life. 

Military assistance to Iran has double importance. It strengthens the govern- 
ment internally by contributing to stability and order, and contributes at the 
same time to the integrated defense of the Middle East. A moderate-sized 
Iranian army, with modern training and equipment, should serve to deter any 
aggressor, and to prevent Iran from falling by default to Soviet subversion. 
Through our current Mutual Defense Assistance Program, we are supplying equip- 
ment and training as quickly as the Iranian military establishment can effectively 
absorb it. As the Iranians learn our weapons and techniques, they should be 
able to utilize larger quantities of modern equipment to advantage. 

What we also propose, and believe to be as essential as military aid in the 
situation, is a concurrent threefold attack on the Iranian economic difficulties. 
I would like to make it clear that what we propose is in no way related to the 
present oil dispute, but was planned before the oil controversy arose and was 
directed toward overcoming Iran’s more fundamental problems. We need to 
strengthen Iran and its ties with the west by giving the Iranian people tangible 
evidence of our support through a modest program of grants. This program 
must be flexible and designed to bolster up those elements in the country who 
are working to improve the social and economic conditions of the mass of 
Iranian people. It must be directed at the town and village level. 

The village development and rural improvement program would be carried out 
in selected localities by teams of American technicians, working side by side 
with Iranian technicians who are already available, in the fields of agriculture, 
irrigation, education, and health. Work of this nature has been carried on 
with great success by the Near East Foundation, in Iran and other countries 
of the Near East. The proposed program would expand these activities and 
would direct them specifically to making better use of existing land and water 
resources. It would be attuned to Iranian customs, It is proposed that a con- 
siderable sum be set aside in this specific project for the purchase of modern 
equipment:for demonstration purposes. The program would also include voca- 
tional training and would provide teams from the United States Public Health 
Service to direct programs of public health and sanitation. 

Most commentators on Iran have noted the appallingly unhygienic system of 
water supply in the towns and villages where water for domestic use is drawn 
from open streams running down the village streets. The effect on the health of 
the people of such an inadequate and unsanitary supply is obvious. The illus- 
trative program of assistance for Iran provides for assistance in the installation 
of simple but sanitary water-supply systems in selected towns. This program 
should make an immediate impact on the population thus aided. Once they have 
been proven practical these projects will undoubtedly be emulated by the Iranians 
themselves in other places. 

Another way in which it is proposed to assist the Iranians would be in the 
improvement of their system of highways through the facilities of the United 
States Public Roads Administration. The record of the Public Roads Adminis- 
tration in assisting Turkey in building and maintaining that road network has 
been an eminently satisfactory one. This experience can he extended to good 
advantage in [ran. Iranian prpoduction and distribution of needed supplies 
within the counntry suffers from inadequate local transport facilities. 

These basic programs would be supplemented by technical services of Arnerican 
engineers in preparing specific plans for major development of water resources, 
both for irrigation purposes and for domestic use in certain of the larger towns. 
The program also provides for import end sale of limited amounts of needed 
goods, as was done under the ECA program heretofore conducted in Europe and 
the Far East. The funds accruing from sale of such importations would, by 
arrangement with the Iranian Government, become immediately available for 
financing certain local costs of the projects which IT have just described. It is 
hoped that the proposed program would be administered by the ECA, with a 
modest-sized ECA mission. 
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THE ARAB STATES AND ISRAEL 


For the Arab states and Israel, there is proposed a regional economic program, 
regionally administered, in addition to a program of military assistance for 
the Near East. This program breaks into three principal segments: First, aid 
rendered bilaterally to the Arab states; second, aid rendered bilaterally to Israel, 
and third, aid coordinated by the United Nations for the Arab refugees from 
Palestine. This latter program has three facets: it represents aid to the refugees 
themselves, whose plight is a serious source of instability in the Near East: aid 
to the Arab states into whose economies the refugees may be integrated: and 
aid to Israel, whose future in the Near East will be difficult until there is a 
reasonable settlement of the refugee problem. 

Throughout the preparation of this program we have kept in mind three 
primary considerations: First, the legitimate aspirations of all the peoples of 
the area, Christian, Jews and Moslem, on an impartial basis: second, their 
feeling, frequently expressed, that the West has shown little or no interest in 
their welfare; and, third, the importance of the continued independence of their 
countries to the security and peace of the free world. 


THE ARAB STATES 


The Arab states, if they are to play their proper role in the defense of the 
Middle East and are not to be lost by default to Soviet subversion, must be 
strengthened politically, economically, and militarily. 

The economic background in the Arab states was fully described in the bril- 
liant report of the UN Survey Mission to the Middle East which was headed 
by Gordon Clapp of the Tennessee Valley Authority. His mission was charged 
with determining the economic possibilities of the Northern Arab states, with 
special emphasis on the prospects of absorbing the Arab refugees from Palestine 
into the economy of the area. The report of this survey mission points out that 
the refugees themselves are a manifestation of the basic problems of the Middle 
East; that peace and stability cannot be achieved in the region until the masses 
of its peoples are able to enjoy higher standards of living than they do at pres- 
ent; and that, while the path to higher standards is a long one, such higher 
standards could be achieved through the development of the natural resources 
of the area. 

These resources consist, in the main, of remote and unused agricultural land 
and potential water resources. To benefit fully from the opportunities offered 
by their environment, the Arab peoples require assistance, primarily in the fields 
of public health, agricultural extension and engineering. With such assistance, 
they can march forward to a better way of life. Without such assistance, they 
will become victims of subversion, or, at the best, passive spectators in the 
present world conflict. 

In considering assistance to the Arab world, distinction must be made between 
those countries Whose financial resources appear adequate to finance development 
through their own funds and those countries whose resources are presently 
inadequate. While to all countries technical assistance may be offered as a useful 
tool to promote their development, a strong case can be made for grant financial 
aid to those countries presently lacking in capital resources. Our illustrative 
programs for the Arab states are therefore weighted heavily toward Syria, 
Jordan, Iraq, and Lebanon. In preparation of the program, consideration has 
been given to the resources available to the various countries from the IBRD 
and the Export-Import Bank, as well as from private financial institutions. 
Advantage has also been taken of the experience of the UN refugee program, and 
the investigations of the banks’ and of our own departmental officers. 

Existing tensions in the area cannot be relieved unless these countries can be 
assisted in their programs of economic development. The problem of the Pal 
estine refugees cannot be solved unless there are more opportunities for settle- 
ment and useful employment in the region. It is clearly impossible for local 
governments to find work for refugees from another country now within their 
borders unless their own citizens are employed to equal advantage. The proposed 
programs of bilateral assistance, therefore, are essential for the furtherance of 
United States objectives in the Near East, and should be considered as part of an 
integrated program of assistance for the area, 

In working out proposed programs of assistance, the problem has been ap- 
proached project by project. Illustrative projects are summarized on statisti- 
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cal tables available to you. We have placed the greatest emphasis on the increased 
production of food, and secondly, on improvement of public health. 

It is’ proposed that the projects would be administered in concert with the 
local governments concerned in such a manner as to insure accountability by 
Americans for every dollar of appropriated funds, but always with the purpose 
of relying on local officials to carry out approved projects which have received 
the necessary local support. This must be a program of self-help. It must be 
directed at the grass roots to help better the living conditions for the masses. 

This program is not a cash hand-out to governments. It is felt, however, 
that more assistance should be given in the poorer countries of the region, than 
technical assistance alone. It is hoped to build on the experience of the past, 
but to point to the future through demonstration projects for rural improve- 
ment and resettlement. To succeed, funds are needed to provide supplies and 
equipment and to undertake minor construction projects, looking toward the 
development of unused agricultural resources. This is especially true of Syria 
and Jordan. Only through such development of local resources can the out- 
standing issues threatening the stability of the Near East, including the issue 
of the Arab refugees from Palestine, be resolved. 


PALESTINE REFUGEE PROGRAM 


One year ago, the Congress appropriated funds for a United Nations program 
for Palestine refugees, which was designed to create a more favorable political 
and economic climate for a future solution. On this basis, the United States 
participated in the 1951 program to the extent of a $27,450,000 contribution. 

The Department now considers that, with the passage of another year and 
the partial abatement of some of the political tensions in the area, it can pre- 
sent to Congress proposals which show definite promise of a conclusion to this 
problem, a principal deterrent to peace and stability in this strategic area, 

Quite apart from humanitarian considerations, abandonment of the Pales- 
tine refugees to their fate would result in the most serious consequences to the 
security of the whole Middle East. One need only consider the impact of 880,000 
people on relief rolls in relation to the population of the neighboring countries— 
Israel, 1,400,000; Jordan, less than 1,000,000; Lebanon, 1144 million; Syria, 
3,500,000. Discontinuance of aid to the refugees would mark the end to hope 
of peace in the area, and of any opportunity for constructive influence by the 
United States or the United Nations in the Near East. 

More positively, assistance to the refugees is an affirmative act which can- 
not fail to benefit Israel on the one hand, which has acknowledged its debt of 
compensation but lacks the means to pay it, and the Arab States on the other, 
whose economies and social and political well-being would be strengthened by 
the addition of the refugee population if the refugees were absorbed and rein- 
tegrated into local economies, 


Relief 

Direct relief must be continued for a further period. A sum not to exceed 
$20,000,000 has been authorized by the General Assembly in December 1950 for 
direct relief purposes for the fiscal year 1952. This is a maximum which can- 
not be exceeded by the ageney without special authority from the General As- 
sembly. Rising prices may make an upward revision of this total necessary. The 
intent of the General Assembly was to keep relief costs at the lowest practicable 
level in order to make the maximum amount available for the reintegration 
program. Presumably the agency will not seek more funds for relief unless 
substantial price rises make it impossible to stay within the stipulated limits. 


Reintegration 

In the light of changing attitudes in the Arab countries, the Palestine Refu- 
gee Agency has proposed, and the General Assembly has approved, a program 
of reintegrating refugees into the economies of near-eastern countries. The 
object of the reintegration program is to move as rapidly as possibly toward 
the permanent reestablishment of refugees on a self-sustaining basis so they 
can be removed once and for all from dependence on the: UN for direct relief or 
temporary employment. 

The energies and resources of PRA will henceforth be directed to working out 
with interested governments specific projects which will remove refugees from 
the breadlines and provide continuing employment. For the most part this will 
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involve projects for settlement on new lands to be brought under cultivation. 
At least.60 percent of the refugees are farm people. In urban centers, where 
expanded or revitalized business or industrial activity is stimulated, housing 
projects already initiated will be extended. But no projects will be financed 
from the reintegration fund except when requested by an interested government, 
and then only under conditions that guarantee the reestablishment of a specified 
number of refugees, and their permanent separation from the relief rolls. 

Reintegration, however, will be a slow process. In the words of the Agency’s 
report to the General Assembly, it is “a major undertaking to reintegrate the 
majority of over three-quarters of a million refugees, which may ultimately en- 
tail the expenditure of several hundred million dollars over a period of years. 
It should, at the same time, be noted that all expenditures under this fund will 
hasten the day when international assistance can be terminated.” 


Costs 

Estimates prepared by the Palestine Refugee Agency indicate that the minimum 
cost for such resettlement would average at least $1,000 per family for the 
150,000 families concerned. Under the circumstances, action by the United 
States to authorize a contribution of $50 million available for direct contribu- 
tion to the Agency itself or to projects coordinated with the Agency's work is 
necessary if this program is to make a start toward settlement of the refugee 
problem. In this undertaking, it is hoped that other members of the United 
Nations will shoulder their share of the burden. Records of the program to 
date indicate that the United States share of the cost has been about 55 percent. 
This percentage may rise in 1952 and subsequent years, but every effort will be 
made to attract other contributions. I believe that our interest in the program 
justifies bold action and that other interested countries will follow our lead. 
Even if they did not do so, United States interests should not suffer as a result 
of inaction by others. 

Our interests called for a clear definition of intent to see the reintegration 
program throguh to a conclusion, provided local governments remain coopera- 
tive in seeking this accomplishment. 


ISRAEL 


Israel has requested assistance from the United States to balance its inter- 
national accounts. The nation is not currently self-supporting, and it has 
depended on three principal sources of funds from abroad to meet its interna- 
tional obligations: Donations from private donors in the United States, release 
of its sterling balances, and the proceeds of its line of credit with the Export- 
Import Bank which amounts to $135 million. In a note submitted to the De- 
partment on March 22, 1951, Israel requested a grant for fiscal year 1952 in the 
amount of $150 million. This amount is part of a 3-year plan for the future 
development of the economy of Israel, which will involve the settlement of as 
many as 500,000 additional immigrants. In its explanation of the magnitude 
of the requested grant, the Government of Israel refers to its heavy burdens for 
financing its military forces and the obligations assumed by Israel to compen- 
sate the Arab refugees. 

In view of the fact that the Mutual Security Program would make possible a 
measure of military assistance to Israel, and the immediate requirements of the 
UN program for the Arab refugees, the Department has analyzed the require- 
ments of Israel on a basis different from that presented in the note from the 
Israeli Government. We have attempted an analysis of the Israeli balance of 
payments in order to determine a reasonable measure of grant-aid for Israel, 
designed to enable the new nation to consolidate its economic position in 1952. 
The best financial information available to us indicates that there will be a 
gap of approximatedy $238 million which would be met by the projected aid pro- 
gram. 

This program which would fill the gap, is designed on a project basis to sup- 
plement those projects financed by the Export-Import Bank. These new projects 
could have formed the basis for further bank credit if such credit were available 
to Israel, which it is not. The projects involve the supply of needed equipment 
to settle farmers on the land, and to extend the system of irrigation to increase 
agricultural output. The illustrative projects shown also include assistance to 
industry through expansion of electric power and improved port facilities. All 
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components of the program are designed to increase productive facilities, 
especially food production. All are aimed toward Israel's urgent need to. in- 
crease her exports and decrease her imports if she is to become a viable state. 
The administration of the economic program 

A regional administration of the programs for the Arab states and Israel is 
proposed, with headquarters located in the area. It is hoped by the establish- 
ment of such an office to attract top administrative and technical talent to 
operate the program ; scattering of independent country missions throughout the 
area could not attract such talent. Furthermore, the economic problem in the 
Arab states is a regional problem, incapable of solution if viewed from the 
standpoint of a single country. Through this regional office appropriate coordi- 
nation would be assured with the UN activities in the area, in particular the 
Palestine refugee program. This pattern by no means conflicts with the general 
administrative proposals presented for the program as a whole, military and 
economic, 

THE MILITARY PROGRAM 


Total military grant aid proposed for Greece, Turkey, and Iran is estimated 
in the amount of $415 million for fiscal year 1952. It is proposed also that up to 
10 percent of this amount be available for military assistance to other near- 
eastern countries, i. e. to Israel and the Arab states. Such assistance could only 
be furnished following the finding by the President that such a course is essential 
in the security interests of the United States. Assistance can be granted only 
following the receipt of satisfactory evidence that the aid will increase the 
ability of the recipient country to defend itself, and that such self-defense will 
contribute to the preservation of peace and increase the security of the United 
States. 

In all candor I should like to say that it is now the Department of State’s 
view that the President may well tind it necessary to utilize this authority, if it 
is granted in the very near future. Events in the Middle East are moving 
rapidly. The United States cannot afford to allow the forces of neutralism and 
anti-western sentiment to gain any further ground, nor to allow these forces to 
be captured and exploited by international communisin. 

The Middle East is an important pivotal area whose strategic importance 
was clearly demonstrated during the past two World Wars. The Soviet Union's 
intention of dominating the middle-eastern area is abundantly clear. This 
historic goal of Russian foreign policy was expressly stated in documents pub- 
lished relating to the negotiations between Nazi Germany and the Soviet Union 
in 1940. It is evident today in the efforts of the Soviet Union to play on the 
nationalist aspirations of peoples and to stir up animosity and hatred toward 
the free nations of the west. 

We believe that it is in the United States interest to (a) preserve and 
strengthen the orientation of these nations toward the United States: (b) 
maximize the will of the governments and people in the Arab States and Israel 
to cooperate in resistance to the U. S. 8. R. both now and in the event of war; 
(c) create political stability in depth for the benefit of Greece, Turkey, and 
Iran, and contribute to the stability of the area as a whole: (d) induce the 
countries to increase their indigenous defensive capabilities; (¢) strengthen in- 
ternal security: and (f) reduce area rivalries and tensions. 

There has been an increasing belief, particularly in the Arab States, that 
the United States and other countries have no interest in helping those countries 
to prepare to defend themselves. This feeling is producing increasingly political 
disaffection. There are over 40,000,000 people in the Arab States and Israel, 
These people belong to the free world. Apart from economic and technical 
assistance, military assistance on a scale appropriate to their present capacity 
to make effective use of it would go far to prove that the United States does 
not lack interest in their continued independence and defense, 

At the present time the armed forces of the neur-eastern states, which total 
on paper over 200,000 men, are not in a position to do more than maintain in- 
ternal security and offer token resistance to invasion by a modern army. Some 
of them, however, could, if properly equipped, participate usefully in defense 
of their territories and in protecting lines of communication and vital installa- 
tions and facilities. Generally speaking, the equipment of these forces is old, 
inadequate, and heterogeneous, and the introduction of modern training methods 
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and a reasonable amount of up-to-date equipment is in most instances a condi- 
tion precedent to their performance of any effective role in the defense of the 
near-eastern region, 

In order to achieve our objectives, there should be initiated, where justified, a 
limited arms-supply program with early delivery of token quantities, Super- 
visory and technical personnel should also be furnished on request. General 
Scott is prepared to discuss this whole military question further. 

Mr. McGuer. The subject matter which I am to discuss is well 
known to your committee. | have discussed it a number of times 
before with you. 

First, I would like to tell you about our method of presentation. 
We have here indicated on a map the area under discussion. Admiral 
Duncan is here representing Admiral Sherman. He will, following 
my presentation, discuss with vou the strategic significance of this area, 
The details of the military testimony will be given by General Scott, 
who will discuss the specific programs of military assistance proposed 
for the countries of the area. 

We have here representatives of ECA in the event their interests 
are involved. Subject to his return, Dr. Bennett, who is, as you know, 
in charge of the point 4 program in the Department of State, will 
discuss those aspects of the economic program in this area which 
affect his administration. 

This group will act as a team in their presentation before vou, as 
the other witnesses have. 

Mr. Chairman, the amounts that are requested in connection with 
this program for the middle eastern area are sizable. 

There is involved the amount of $415 million for military aid and 
$125 million for economic aid. This is over and above economic aid 
which has already been requested in connection with the European 
program for Greece and Turkey. 

Chairman Ricnarps. What was the last figure? 

Mr. McGuee. $125 million. Including the figures for Greece and 
Turkey, this total request aggregates in the order of $900 million, 
almost a billion dollars. .It is indeed, sir, a sizable request, and one 
which we would pot request unless it were in the direct security 
interests of this country. 

The programs which we propose, sir, have as the other side of the 
coin a deep humanitarian, and altruistic aspect. 

There is, however, basic to this program the security interest of 
this country, and we seek to justify every dollar on that ground. 

Chairman Ricuarps. Have vou any technical assistance figure? 

Mr. McGuer. The $125 million, the economic portion of this 
program, which we seek.to justify over and above Greek and Turkish 
economic aid, has a technical assistance component; in other words, 
a considerable portion of that $125 million is for technical assistance. 

That is thoroughly broken down, I believe, in figures submitted to 
your committee, showing which proportion of the $125 million is for 
technical assistance, which is for the purchase of supplies and equip- 
ment, in some cases, in local currencies, in other cases supplies needed 
to implement the program. 

4 al ° . . 

This program goes beyond the point 4 approach to economic 
problems of the area 

Chairman Ricuarps. I do not think there is a figure in the record 
now on technical assistance. 
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Mr. McGues. I understand these figures are being submitted to the 
committee. Perhaps they have not yet been made available to you. 

They indicate that of the total program some $9,984,000 is for 
technical assistance in the form of United States experts going to this 
area; some $3,151,000 as the cost of trainees and trainees coming to 
this country, and to institutions in other countries where they can be 
given training. 

The remainder is for the purchase of services and material. The 
technical assistance portion is small dollarwise, but nevertheless is 
an important component of this program 

Mr. Sairu. [s that a lot of people, Mr. Secretary? 

Mr. McGuee. It is, Mr. Smith. This would involve some 800 
technicians in this entire area. This area of all areas needs a very 
large technical assistance component if the material aid is to be 
rendered effective. 

As you are aware, Western Europe and other advanced areas do not 
need so much emphasis on technical assistance. 

May I proceed generally without going into the details of this 
statement? Ido not have to outline the importance of this area. We 
have discussed that often in this committee before, and I am sure the 
committee is fully aware of it. There is nowhere in the world an area 
which has greater strategic significance. 

The Middle East is the land bridge between three continents. It 
contains the Suez Canal which connects the Atlantic and Indian 
Oceans. Through this narrow belt of territory lying south of the 
Soviet Union must pass all the international airlines which traverse 
the area between Asia, Europe, and this country. 

In addition, as you know, this area has a tremendous pool of oil in 
the Persian Gulf area, one-half of the oil reserves of the world. The 
Middle East is important, moreover, over and beyond itself. It is 
the cockpit, it is the approach, first of all, to the subcontinent of South 
Asia, to India and Pakistan, with their tremendous manpower and 
resources. 

It is, and possibly more important, thé means of access to the 
continent of Africa. Anyone who dominated the Middle East could 
easily have access to the riches of Africa. There could be no real 
resistance afforded in Africa itself. 

Africa not only produces the manganese, chrome, copper, rubber, 
sisal, and industrial diamonds which we have long obtained there, but 
now uranium. 

For the reasons which I have mentioned, the Soviet Union has 
long had designs on this area. One finds in the secret documents 
between the Soviets and Hitler in 1940 the clear indication that 
Russia desired as a sphere of influence in her deal with the Germans 
that area “lying south of Baku in the direction of the Persian Gulf,” to 
quote the Russian note. 

That means western Iran. Russia has always desired through the 
centuries, under the Czars and later under the Soviet rule, to come 
down and establish a sphere of influence in the area lying north of the 
Persian Gulf, and to have access to the Persian Gulf and the oil fields 
surrounding it. 

That is why in the immediate postwar period pressure was put 
by Russia first on Iran and secondarily on Greece and Turkey, to 
probe this area for points of weakness to exploit. 
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Mr. Chairman, your committee is well aware of the action which 
this Government has taken in the postwar period to counter these 
Russian thrusts. . 

You are aware of the fact that we supported Iran in the Security 
Council. The Russians backed down. They removed their troops, 
which they had previously refused to do. 

Azerbaijan was reoccupied by the Iranians and Iranian soil was 
freed of Russian influence. When Russia made her thrust at Greece 
through the guerrilla war, and the British found they could not cope 
with the problem any longer, this committee heard the presentations 
of the Executive setting forth the Greek-Turkish aid program, the 
Truman doctrine, which was our answer to the Soviet challenge in 
this part of the world. 

Since 1947, when economic and military aid to Greece was initiated 
and military aid to Turkey, this country has expended some $2 
billion in aid to Greece and Turkey. 

I contend, Mr. Chairman, that this money has been well spent. 
These two countries—rather than the weak points on the periphery 
of Russia, countries which could have been swallowed up and con- 
trolled by Russia unless we had reacted to the challenge—these 
countries have become strong points. 

Mr. Reece. How is that divided? 

Mr. McGuer. The bulk of it has gone to Greece. Well over half. 
I would have to get for you the precise breakdown. We will give it 
to the committee. 

(The material requested has been furnished for the executive 
session record.) 

Greece, as you know, has required a much larger part of the eco- 
nomic assistance, and while she was fighting the guerrilla war, the 
larger share of the military assistance. More recently, the larger 
share of military assistance has gone to Turkey. Turkey has not re- 
quired so much economic assistance because she did not have a war- 
devastated economy. 

These two countries have been transformed from weak points on 
the periphery of Russia to the two strong points. 

They have armies in being today that are among the greatest assets 
available to the free world. They could engage the enemy today if 
war came. 

These countries support the principles of collective security in as 
steadfast a way as any countries in the world. 

We have no occasion to worry about Greece and Turkey. They 
are willing to stand up on any occasion to be counted. 

Mr. Curperrietp. Do you mind an interruption? Do you feel 
Greece and Turkey should be in the NATO organization? 

(Discussion off the record.) 

Mr. Reece. I was about to make an observation concerning 
Turkey that I think is sometimes overlooked. At the conclusion of 
World War I Turkey, which had been dominated by a complete 
dictatorship for centuries, was a defeated and overrun country. Its 
currency was almost without value. There were few tangible ma- 
terial resources in Turkey. Turkey, without any aid from outside 
sources, pulled itself together and gradually evolved as a republic, 
sound and fine and got its finances in good shape without help from 
anybody. 
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I think that exceeds anything that has occurred in modern history, 
so far as a nation pulling itself up by its own bootstraps. 

Mr. McGuee. You are absolutely right. It was a heroic achieve- 
ment. At the same time Ataturk laid the foundation for a democ- 
racy that emerged from a situation of complete domination by the 
Sultan. 

Mr. Reece. It rose out of the ashes. 

Mr. McGuer. | would like to point out in this connection, because 
I believe it has a bearing on our request for assistance for the Arab 
refugees, that Turkey was greatly assisted in this period by the inter- 
national assistance given to her and to Greece to effect their exchange 
of populations. I think that is, in a sense, representative of the 
problem in the Middle East. It was well that international assistance 
was available for that great number of refugees. 

Mr. Fuuron. Is your statement on Turkey the official position of the 
State Department? 

(Discussion off the record.) 

Chairman Ricuarps. Ladies and gentlemen, I think we can facili- 
tate this matter by letting thie Secretary finish his statement. Then 
every member will have an opportunity to ask questions. 

Mr. McGuer. I will try to make this brief. Otherwise, I will be 
taking longer than if I had read my statement. 

Iran is a little different case. Jam sure your committee is aware of 
the situation today in Iran. There is, unfortunately, not in Iran the 
unified spirit which exists in Greece and Turkey. 

We propose for the third year to make a sizable investment in a 
program of military assistance to Iran. We wish to continue to 
give military equipment to Iran on as great a scale as we feel the 
Tranians can effectively absorb. Only last year, however, did we 
first propose extraordinary economic assistance to [ran. 

The Iranians have had many problems, but not until recently did 
we feel that a basic problem was their lack of foreign exchange. This 
has been due to the oil revenues which they have received and which 
could have been larger in amount had they accepted the proposals 
made in 1949 by the Anglo-Iranian Oil Co. 

We feel that the present oil situation in Iran, the present impasse 
between the Iranian Government and the British oil interests, should 
not deter us from our long-range objectives in Iran. 

(Discussion off the record.) 

Mr. Roosrveit. Mr. Chairman, can ] make a procedural suggestion 
here? 

Chairman Ricuarps. Mr. Roosevelt. 

Mr. Roosrve.tr. I am sure as we go through a number of these 
countries, and in view of the recent event that is being announced by 
King Abdullah, and when the bill comes to the floor we will all be 
asked about it, so you will be asked about it now. 

If you could give the current situation in Iranian oil, Trans-Jordan, 
as you go through would save a lot of time. 

Chairman Ricuarps. Do you suggest—I want to follow the wishes 
of the committee in this matter—after the Secretary has made his 
initial statement on these individual countries that members be 
allowed to ask questions? 

Mr. Roosevetr. I think it would be better to finish the whole 
thing, but bring in the current events problems as we go along. 
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Mr. MeGuesr. Shall I assume that the current situation in Greece 
and ‘Turkey are sufficiently well known so that they need not be 
covered separately? 

As you know, the ECA has already justified the proposed economic 
programs in Greece and Turkey. We rely fully on the ECA. We 
consider the ECA accomplishments in Greece and Turkey to be among 
the outstanding achievements in their whole program. 

The military assistance for Greece and Turkey will be discussed 
in more detail by Admiral Duncan and General Scott. So we come 
then to Lran. 

I can report that the present situation in Iran is that Mr. Harriman 
is still in the midst of his talks with the Lranian Government, with the 
result as yet inclusive. 

There was a report in the paper today which you may have noticed 
to the effeet that the Iranians had agreed to receive a high-level 
British negotiator. 1 am not yet able to confirm this through official 
channels. 

I suspect the report is a little optimistic. This, however, is an 
important objective of Mr. Harriman in his negotiations. We hope 
very much that this can come about. 

(Discussion off the record.) 

Mr. McGuer. Mr. Chairman, I apologize for having taken so long. 

Chairman Ricnarps. That is all right. 

Mr. McGuee. If there are questions, I would be glad to address 
myself to them. 

Chairman Ricuarps. Go ahead to the next country. We will have 
some questions later. 

Mr. McGuer. We turn from Greece, Turkey, and Iran, which | 
often call the “shield”? because they immediately underlie Russia, they 
protect the rest of the Middle East from direct Russian pressure, and 
in the event of war, they would be the ones attacked first. The 
countries underlying Greece, Turkey, and Iran are countries well 
known to all of vou and particularly as countries which have tre- 
mendous problems. 

ThesNear East, I think, is the subject of more discussion in this 
country than almost any other part of the world. It is an area of 
extreme interest to us for many reasons. 

(Discussion off the record.) 

Mr. McGuer. Now, in addressing ourselves to the problems of 
this area and means by which they can be approached through assist- 
ance from this country, one finds many problems. Antiwesternism, 
neutralism and xenophobia are characteristic of at least some of the 
states of this area. One can analyze the causes of this. In many 
ways, I think that the roots of this antiwestern neutralism lie in a 
sharp reaction to the colonial era. These countries still feel that they 
are treated by the western countries, including to some extent our 
country, in a colonial way. 

(Discussion off the record.) 

Mr. McGuer. As a consequence, we have addressed ourselves both 
in the military and economic field to overcoming this neutralism and 
building up this situation of military and economic strength. 

(Discussion off the record.) 

Mr. McGuer. At the same time, we must address ourselves to the 
appalling problem of the Arab refugees which, as you know, is one 











748 THE MUTUAL SECURITY PROGRAM 


of the many relics of the Palestine hostilities. Over 880,000 refugees are 
living in tents and under deplorable conditions around the periphery 
of the State of Israel, with no hope up until now of settlement on any 
permanent basis. This is a problem which our Government has had 
to consider in the entire period since the Palestine hostilities. We have 
already given considerable assistance to alleviate this problem. Up 
to the present, however, we have not seen any clear way of assuring a 
conclusion of the problem in terms of getting these people settled so 
that they can maintain themselves and not continue to be the recip- 
ients of international charity. 

For the first time we see a ray of hope for solution of the problem in 
the Arab States. They have agreed that they will permit resettlement 
on a large scale, if the United Nations will expand its existing relief 
program to include adequate funds for reintegration and certain 
other conditions are met. Sums are required which these States them- 
selves cannot pay, to prepare land, and to build homes to make these 
people self-sufficient. Therefore, out of $125 million requested for this 
area, including $25 million for Iran, we are requesting some $50 
million for the Arab refugee problem. We feel that the solution of this 
problem is important not only to the Arab States but to Israel. 
Israel is committed to the principle of compensation to the refugees. 
As long as these Arabs exist in this unsettled state, they will be a threat 
not only to the peace of the area but to any hope of normal relations 
between Israel and the Arab States. This is important for all con- 
cerned, but particularly for Israel. 

(Discussion off the record.) 

Chairman Ricuarps. I want to ask one or two questions; then I am 


going around the table on the 5-minute rule. 

Mr. Secretary, this bill is supposed to be a basic program for the 
security of the United States. Do you feel that equality of grants 
to the Arab States and Israel is calculated to serve the security of the 
United States? 

(Discussion off the record.) 

Mr. CuiperrieLtp. What was the figure that you gave for military 


aid in this area? I have $412 million; is that right? 

Mr. McGuer. No; Mr. Chiperfield. That figure is $415 million. 

Mr. CuiperFiecp. I noticed that discrepancy and I just wondered 
about it. 

(Discussion off the record.) 

Mr. Currerrieitp. No further questions at this time. 

Chairman Ricuarps. Dr. Morgan, we are under the 5-minute rule 
so we can give everybody a chance here. 

Dr. Moraan. Mr. Secretary, do you feel that the Communists did 
not precipitate the oil dispute in Iran? 

(Discussion off the record.) 

Dr. Morean. The Arab League was formed in 1945. Recently, 
in 1950, they had a collective security pact which was to be along 
military lines. What became of that security pact with the Arabs? 

Mr. McGuee. It has never been ratified except by one country, 
Saudi Arabia. There is no evidence, however, that it will not be 
ratified by other countries and at that time it will, of course, have the 
effect of drawing them close together in military cooperation. 

(Discussion off the record.) . 
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Dr. Morgan. Mr. Secretary, why did the Arab nations take a 
neutral stand in the UN? What is your opinion as to why they took 
a neutral stand in the Korean conflict? 

Mr. McGuer. Dr. Morgan, some of the Arab States did not. 
Lebanon and Iraq voted for the resolution branding the Chinese 
Communists aggressors. 

(Discussion off the record.) 

Chairman Ricuarps. The time of the gentleman has expired. Mr. 
Vorys. 

Mr. Vorys. I have been trying to get a breakdown on figures. 
I understand there are about 96,000,000 people involved in title I. 

Mr. McGuee. Approximately. 

Mr. Vorys. How many Jews are there in the area? 

Mr. McGuer. The population of Israel is 1,400,000 of which approx- 
imately 1,250,000 are Jews. Of course, there are Jewish minorities in 
other countries but you refer to Jewish people in Israel. 

Mr. Vorys. No; | was going to ask you how many Jews there are 
in the area and in the world and how many Moslems in the area and 
in the world. 

Have you got that? 

Mr. Futron. Divided by saints and sinners? 

Mr. McGueer. I will see how much of it we have and we will get 
the remainder. 

I think there are 40,000,000 Moslems in the area and some 300,- 
000,000 Moslem peoples in the world. 

Mr. Vorys. And how many Jews in the area? 

Mr. McGuee. One million two hundred and fifty thousand, plus 
those in the Arab States. 

Mr. Vorys. That includes the Arabs, does it not? 

Mr. Javirs. In the Near East outside of Israel | suppose another 
300,000, though emigration is going on to Israel all the time. 

Chairman RicHarps. You mean in this whole area? 

Mr. Roosrvetr. Eight hundred thousand in the northern part 
of Africa alone. 

Chairman Ricuarps. Does the gentleman yield to the gentleman 
from New York? 

Mr. Vorys. I yield to anybody that can give me the answer: How 
many Jews there are in the area and in the world and how many 
Moslems. We learned about Moslems. 

Mr. McGuee. I am reminded that the Iranians are Moslems, too. 
If you wish to include Iran there are 60,000,000 Moslems in the Mid- 
dle East out of the total in the world of 300,000,000. I will accept 
Mr. Javits’ figure of 300,000 as being a reasonably accurate estimate 
of the Jews in the Arab States of the Middle East. The bulk of the 
Jewish people you refer to I believe are outside of this particular area, 
Mr. Roosevelt. They are in northwest Africa. I think the group in 
Egypt is around 80,000, probably 70,000 in Iran, 30,000 left in Iraq. 

Mr. Vorys. What would happen with the Arab States and Israel, 
say, if we were to consider giving $100 million for mutual national 
security——under mutual-aid pact based on ECA principles, and let 
those fellows divide it up? We would say “Out of the $100 million 
you have to take care of those there.” 

Mr. McGuer. That is basically what we are seeking. As you 
know, the figures that are given as between the countries are illustra- 
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tive. There isa measure of freedom in subsequent allocations between 
countries. 

Now, in many areas the figures are given as total and are not broken 
down. We felt that in this case it was necessary to break it down. 
We knew of the great interest that existed in this committee and else- 
where of the figures that would go to Israel. We knew of the interest 
in the figure which would go to the Arab States and to Iran. 

(Discussion off the record.) 

Chairman Ricuarps. Mr. Ribicoff. 

Mr. Riricorr. Mr. McGhee, let us talk about the area. Let us 
forget any one country. I think the area is more important to the 
United States than any individual country. 

Mr. McGuer. That is correct, sir. 

Mr. Risicorr. What we are basicaily interested in, in this com- 
mittee—we had a very interesting thesis put forward last night by 
Mr. Berle about the importance of this area for the long-range future. 

Because of the importance of this area, do vou think that $100 
million for this area is enough? Let us forget how we divide it up. 
Is that sufficient? 

Mr. McGueer. Ido. 1 would like to explain why I say that. For 
the whole of the area we are discussing, for the Middle East as a whole, 
we are requesting some $900 million. 

To the $100 million which vou mention that we propose for economic 
assistance, there can be added up to $40 million for military assistance, 
so that the total available in both types of assistance is $140 million. 

Mr. Risicorr. Now we come to the next question. What do you 
do? It is obvious that the Israelis want aid. They want it bad. We 
do not have to gloss that over. However, that is not true when you 
come to the Arab countries. We have had the incident of the Syrians 
saying they do not want any point 4 program in Syria. That was in 
the press recently. I understand that 200 families control Iraq and 
basically they are not interested in the program that would sort of 
lift up the peasants and the landless, to give them some land reform. 
What do you do? Do you take that money and throw it into the 
Red Sea or how are you going to get that money where it will help 
build up these Arab countries that do not want it? 

Mr. McGuer. It is a good point you raise because we have no 
desire to force our assistance on anyone. They must want it and be 
willing to cooperate in the utilization of it. It would not be effective 
in any other event. 

I want to make one remark in answering your previous question 
before I address myself to this question. 

When you consider the area in which this economic assistance of 
$100 million and a good portion of the $40 million will actually be 
spent, it is not the total area which Mr. Vorys has stated has some 
95 millions of people. It is not the Middle East,- the Arab world 
and Israel—which have some 40 millions of people. The bulk of the 
funds will be spent only in the State of Israel, Lebanon, Syria, and 
Jordan, which in the aggregate have only some seven millions of 
people. That is why I feel that this $100 million in economic aid 
supplemented by such portion of the military aid as may be allocated, 
is adequate for that small number of people. 

(Discussion off the record.) 
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Mr. Risicorr. Will $50 million be enough to aid in absorbing the 
Arab refugees? 

Mr. McGuee. The total absorption cost has been estimated 
$150 million. 

Mr. Riricorr. If this will decrease and lower tensions, would it 
not be one of the best things we could do? If we are going to spend 
money effectively, let us talk about it. 

Mr. McGuee. There is a limit to how much can be spent in a given 
year because rather large projects must be undertaken to settle 
880,000 people, and the Arab States lack the plans and the capacity for 
carrying out these large projects. Therefore, we feel that $50 million 
is all that can be spent the first year. If we could spend more, we 
would agree that it should be spent, because the sooner we can remove 
this tension, the better chances there are for peace. Moreover, the 
sooner the people can be made self-sustaining the sooner we can relieve 
ourselves of our share of the relief burden, which will cost some $25 
million a year for straight relief until the people can be settled. 

You cannot prove that there is any final cure in this economic 
approach or that it will insure peace between the Arab States and 
Israel. I say that it will work in that direction. It will remove 
irritants which now stand in the way of peace, and of all the actions 
which are available to us at the present time this is the one most 
effective action we can take to bring about a condition which will 
make it possible to achieve peace. 

Mr. Roosevett. Will the gentleman yield a minute? 

Mr. Risicorr. I have no more time. 

Chairman Ricuarps. You have consumed your time and Mrs. 
Kelly’s time, so Mrs. Kelly is out when we get down there, Mr. 
Roosevelt. 

(Discussion off the record.) 

Mrs. Bourton. Syria also has a very good capacity for industrial 
increase and those who have been there know it is the most amazing 
place. In Aleppo we found their textile mills cleaner than many 
homes in this country. It is very interesting and a very fast moving 
into modern life country and should not be considered backward as 
most people are considering it. Anybody who has been out there 
knows that it is not that kind of country. 

There was a sentence in the statement on this legislation that 
came up from the State Department which says: ‘There is no strong 
evidence of Soviet penetration in Israel.’’ It would seem to me that 
the interpretation of such a statement would depend upon what you 
mean by “strong evidence’ and what you mean by “substantial 
penetration.”” But when I was chairman of the Near East Committee 
in 1945-47, and was out in the area the Soviets had their pay-off 
station in Beirut; this center has now been moved into Israel, as you 
know. 

Now, when the pay-off station is in a country, it would seem to 
indicate that this was rather convincing evidence of a certain amount 
and type of infiltration that had not existed there before. Suggesting 
an expansion that should be taken into account. I call your atten- 
tion to it. I would like to learn something further about it merely 
so that we do not overlook, in our consideration of the whole area, 
whatever shifts of emphasis may be made. Nor should we overlook 
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such happenings as the fact that little things may have real bearing 
upon what the Kremlin is doing. For instance, one of the best 
Soviet agents, who was in Tehran in 1945 has been moved down to 
Ethiopia. That he is one of their best propagandists and never goes 
where they do not want something done*and done well would seem 
to open up many questions of Kremlin designs on Africa. IL hope 
that we shall have opportunity to go more fully into some of these 
matters. 

I agree wholly with Mr. Ribicoff that everything that can be done 
for peace between the two groups is all-important to the peace of 
the world. ‘That it can be done, especially from the outside, I am 
not so certain. I agree that all possible irritations should be removed. 
But there must be also a deep understanding of the psychology of 
the Arab countries. It must be clear to all who take part in any 
effort that the situation is extremely precarious particularly when 
there is great rivalry and no little enmity among the Arab states 
themselves. 

[ shall hope that before we are through with the consideration of 
this whole area in north Africa, Egypt, across to Liberia, that there 
may be consideration given to these deeper aspects of our policy in 
this great area. 

Chairman Ricuarps. Mrs. Bolton, if vou do not mind, we will go 
into that later. We will have unlimited questions as soon as this 
five-minute period is over. 

Mr. Burleson. 

Mr. Burteson. You made reference, Mr. Secretary, to the differ- 
ence in qualifications of personnel in Israel and most of the Arab 
nations. In applying technical aid, and technical assistance, I notice 
from these tables there is a difference between funds for the develop- 
ment of water resources in some of the nations. I understand water 
is all-important to most all of them. 

Mr. McGuer. That is correct. 

Mr. Burueson. If they do not have water, they are not going to 
have anything. I do not see anything any place for water resources 
for Libya, Iraq, Egypt, or Saudi Arabia. I believe there is something 
for Syria. Would you comment on that? 

Mr. McGuer. The Iraq Government is going to pay for their 
water-development program. They have reserved a $12}; million 
loan from the International Bank for this purpose. The same is true 
in Egypt and Saudi Arabia. In Saudi Arabia, the Government has 
ample resources. Development of water requires considerable 
expenditures over and beyond technical assistance but the Saudi 
Government can pay for that. 

Mr. Burreson. Some of the oil companies have done considerable 
work in the development of those resources in Saudi Arabia? 

Mr. McGueer. That is correct. The Point 4 program also includes 
technical assistance for Saudi Arabia. However, we would expect 
the Government of Saudi Arabia to finance any large expenditures. 

Mr. Burteson. What do you mean by consumer goods? Syria, 
Jordan, and Iran, are scheduled for some $9 million for consumer 
goods. What generally constitute these items? 

Mr. McGuee. This is an aspect of our assistance programs with 
which we have had considerable experience in southeast Asia. In the 
latter, for example, in order to obtain the local currencies required to 
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carry out projects for which dollar expenditures were to be made, such 
currency was obtained by bringing in needed consumer goods. This 
arises from the fact that the countries themselves just do not have 
the local currency available to make the necessary volume expenditure 
for labor, land, and other things required for the projects. That is 
why we have requested the authority to use some $10 million out of 
the $125 million in this request for consumer goods which will generate 
local currencies. If we were to limit our expendituers to dollars we 
would find that the government did not have the money to pay the 
local expenses and as a consequence the project would not get under 
way. At least in the initial stages of the program we felt it necessary 
to buy these needed consumer goods to get the local currency. 

Mr. Burteson. What specifically are some examples of consumer 
goods? 

Mr. McGuer. Mr. Burleson, anything that can be sold to the 
people. You would attempt to get nonluxury commodities which, in 
addition to producing local currency have a beneficial impact on the 
economy. 

For example, if people needed clothes, then you might import 
clothes, not luxury-type clothes; you might buy work tools, if they 
needed tools and could pay for them. You would import hoes, plows, 
things of that nature and sell them to farmers. It would have a useful 
impact. By this process, local currency would be derived which 
could be used in getting the program started quickly. 

Mr. Burieson. They would be things which by survey showed 
were needed—not things like refrigerators where no electricity was 
available or yo-yos or something of that sort. 

Mr. McGuer. That is correct, Mr. Burleson. They would be 
needed commodities, which would produce immediate income for the 
building of a public road or a dam which ultimately will pay the 
economy but does not immediately produce local currency. 

Mr. Burieson. Thank you very much. 

Chairman Ricwarps. Mr. Smith. 

Mr. Smirn. I want to associate myself, Mr. Chairman, with Mr. 
Ribicoff and Mrs. Bolton in their position regarding the necessity 
for making some move toward a reconciliation, if possible, in that 
area. I think it is so important. 

(Discussion off the record.) 

Mr. Smirn. To get out of the Middle East for just a moment, I 
would like to talk about Greece. What is the political situation in 
Greece? I raised that question because I have a great many Greeks 
in my district who have written me telling me that so far as political 
conditions are concerned, they are not good in Greece. 

Mr. McGueer. No. Probably they never were and never will be. 
The Greeks, you know, are highly political. Their governments are 
often unstable. They are the results of coalitions. The present 
Greek Government has cooperated extremely well with our Govern- 
ment. It is based on a coalition between the Liberal Party and the 
EPEK Party. As a coalition it has not been a strong Government, 
nevertheless, it has passed more effective legislation than in any other 
period since the Greek aid program was initiated in 1947, and very 
difficult legislation. 

For example, legislation has been passed to force the Greek ship- 
owners to pay a large amount of taxes. The Government also had 
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to deal with labor problems on which it was difficult politically for 
the Government to take action, but the Government dealt decisively 
with these problems. 

The present instabilities arise principally from the fact that elec- 
tions will be held shortly in Greece, and everyone is thinking about 
those elections. There is an electoral law which is now being con- 
sidered by the Parliament which will change the basis for the elec- 
tions from the old proportional system to some compromise propor- 
tional system. This law will permit fewer political parties to get 
more votes. It is hoped in that way that one political party will 
emerge into a more predominant position so that there will be either 
majority rule by one party, or a stronger coalition, after these elec- 
tions. 

Mr. Smirx. Can you tel! me what has been the increase, if any, in 
the standard of living of these Greek people since we have under- 
taken our program there? I think that is so important because | 
think it is directly related to the question of political stability or 
instability. 

Mr. McGuee. Surely. Mr. Smith, we did not seek greatly to 
raise the standard of living of the Greek people, but sought initially 
to restore the standards they previously enjoyed. Greece is different 
from the underdeveloped countries of the Near East in that she en- 
joved a European standard of living. It was always on a precarious 
basis, but nevertheless a tolerable standard of living was possible 
with the earnings and remittances which she received. Her economy 
was devastated “by the war. 

We sought as our objective to restore it to its prewar levels. Un- 
fortunately, it has not been possible for the Greeks to maintain such 
a standard without our support. However, it has been possible 
steadily to reduce the amount of aid which we never furnish to 
subsidize the Greek economy in order to achieve that prewar standard. 

Mr. Porter, when he testified, indicated that last year ECA actually 
spent some $30,000,000 less than lad been budgeted, and that this 
year it is requesting $38,000,000 less than that. As a consequence 
I would like to see any increase in standards beyond the prewar 
standards made up through reduction in our aid, rather than a further 
increase. If Greece could have security on the basis of her prewar 
standard of living, I believe the Greeks would have adequate incen- 
tives to play their full role in the free world. 

(Discussion off the record.) 

CHatrRMAN Ricuarps. The gentleman’s time has expired. 

Mr. Hays. 

Mr. Hays. Thank you, Mr. Chairman. 

Mr. McGhee, on some of the maps I notice Yemen does not appear. 
Is it completely autonomous? 

Mr. McGuer. Yes, it is, Mr. Hays. I will tell you why it is not 
clear. It is because the principal boundary is indeterminate. Its 
northern and southern boundaries are indicated here, but the boundary 
between Yemen and Saudi Arabia is undefined. Our Ambassador in 
Saudi Arabia, who is also Minister to Yemen, is visiting the Yemen 
right now. Yemen has a permanent Minister in Washington. 

Mr. Hays. Is Yemen a member of the United Nations? 

Mr. McGuer. Yes, sir. 

Mr. Vorys. They sit next to us. 
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Mr. Hays. Good. Then there is another country up in the north- 
east corner shown on some of the maps. 

Mr. McGuee. There is the independent sheikdom of Kuwait, which 
is a sheikdom whose foreign policy is controlled by the British Govern- 
ment. 

Mr. Hays. It is not autonomous? 

Mr. McGueer. Its foreign policy is conducted by Great Britain. 

Mr. Hays. In the northeast corner of Saudi Arabia. 

Mr. McGuer. Then there are several independent sheikdoms, such 
as Oman. 

Mr. Hays. Is Oman autonomous? 

Mr. McGuee. It is an independent sheikdom, but coming under 
the foreign policy control of the British Government. 

Mr. Hays. Is there any reason why it is not included in this list 
along with Yemen? 

Mr. McGueer. It is not a country with which we would normally 
have direct dealings. Our relations would be conducted through the 
British. The people there are actually nomadic to a considerable 
extent and do not have the needs of settled peoples. Some of these 
people are among the wealthiest in the world. The relatively small 
country of Kuwait has the biggest oil field in the world. Its income 
is so great that they ought to be assisting us, rather than us assisting 
them. 

Mr. Hays. I want to ask you about the possibility—getting .back 
to the question asked by Mr. Ribicoff—the possibility of the great 
advances being made economically in Israel, making its impact on 
Arabic life. In other words, if the Arabs through trade participate in 
that economic advancement is it not likely to bring about alterations 
of attitude? What hope is there in that? Are there any trade 
barriers of a substantial character that would obstruct what | am 
speaking of? 

Mr. McGuesr. No, Mr. Hays, and we greatly regret that there is 
not free intercourse between Israel and the Arab states, which would 
permit the Arab states to profit by the advances Israel has made. 

Mr. Hays. ‘then there are trade obstructions? 

Mr. McGues. ‘There is a complete trade impasse. 

Mr. Hays. ‘They are not trading at all? 

Mr. McGuer. that is right. ‘They have no trade relations. 
The only direct relationship is in the Mixed Armistice Commissions. 
We regret that greatly. We have pressed through the United Nations 
and outside for peace talks and for resumption of normal relations in 
the area. In the latter event we feel that the Arabs could benefit 
greatly from the increased technical knowledge of the Israelis. 

Mr. Hays. ‘That is all, Mr. Chairman. 

Chairman Richarps. Mr. Merrow. 

Mr. Merrow. Mr. Secretary, | would like to ask one or two 
questions in reference to the summary table that is included in 
this book of data in reference to the whole Near East. You have used 
the term of $100,000,000 of aid that we are proposing to give. Now, in 
the fourth column the figures add up to $76,000,000. You probably 
mentioned this, but I do not have it clearly in mind. 

Mr. McGueer. Yes, sir. I am sorry that is not clear. It is 
complicated. 
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That figure includes Iran. If you recall, we indicated $25,000,000, 
actually $24,050,000, out of the total of $125,000,000 was for Lran, 
but since that will not be administered as a part of the Near East 
program I have spoken of the remaining $100,000,000 separately. So 
if you subtract from your $76,000,000, the amount for Iran, and add 
the $50,000,000 which will be allocated to the refugee program which 
is not included because it will be spent, or at least coordinated, by the 
United Nations agency, the result is approximately $100,000,000. 

Mr. Merrow. Oh, ves. You take out Iran’s $24,000,000 and add 
$50,000,000 for the refugees and come out with $100,000,000. 

Mr. McGueer. Yes. 

Mr. Merrow. You used the term $140,000,000 as the grand total. 
Does that correspond to the 138 and does that last column include 
what it costs these governments to administer the aid or help to carry 
out the aid we are going to give? 

Mr. McGueer. No, sir. The $140 million is a theoretical figure in 
that it takes in the $100,000,000 economic figure, plus the $40,000,000 
figure, which the President could give in military aid to Israel and the 
Arab states, if it were found to be in the national interest. The 
figure you gave is the total estimated cost in both foreign and local 
currencies of making good these projects, of which the dollar com- 
ponent is as indicated here. 

Mr. Merrow. I see. Thank you. 

Mr. McGuer. That includes the sum which the countries concerned 
would be expected to put up themselves. 

Mr. Merrow. In other words, they get $138,000,000 worth of good 
out of this by putting up their local currencies? 

Mr. McGuer. That is correct. The cost to us would be $76,000,- 
000. The cost to them would be $62,000,000. As you see, the total 
value produced would be $138,000,000. 

Mr. Merrow. That $460,000,000 to Saudi Arabia you indicated, I 
believe, in one remark that maybe that is not necessary. 

Mr. McGuee. It is $460,000. 

Mr. Merrow. $460,000. Excuse me. 

(Discussion off the record.) 

Mr. Merrow. Thank vou, Mr. Chairman. 

Chairman RicHarps. Mr. Roosevelt. 

Mr. Roosrvettr. Mr. Chairman, thank you. 

Mr. Secretary, I want to congratulate you on the very clear and 
brilliant statement you gave us earlier. I think one of the objections 
that has been voiced by various people to this program in the Middle 
East and also in the Far East is that we are approaching it from a sort 
of piecemeal year-by-year thinking, and in that way we are failing 
to get the enthusiastic support and understanding of those people 
of our long-range hopes for them. 

I am wondering whether any basic planning has been done to 
evolve, both from the standpoint of time and total funds, a long- 
range Middle East program? For example, one of the things that 
disturbs me is that I am afraid our technical aid and economic assist- 
ance is going to be mainly directed to raise the food production and 
improve roads and communications. However, apparently none 
of it except in a vague planning way—some of it will go to that, but 
none of it will go to develop the available resources, such as the 
irrigation and the hydroelectric development of the Euphrates. 
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If we could tell these people that that isin our plans 3 vears from now, 
then I think we would really be hitting the jackpot propagandawise. 

Now, that is a rather inclusive question. If you want to come to 
that later so that I will not waste all of my 5 minutes on you, I have 
two other procedural suggestions which I could make now. 

One is along the same line. Could we not say we would authorize 
in this bill $150,000,000 for the Arab refugee resettlement program, 
as is the figure presented by the United Nations, but this year, since 
they can only spend $50,000,000, we are going to appropriate only 
$50,000,000? \We could tell them that so that they will realize we 
are doing the whole program for them, but since they can only spend 
$50,000,000 this year, we will only appropriate that. 

I do not know enough about the rules of the House to know whether 
that is possible. 

(Discussion off the record.) 

Chairman Ricuarps. The gentleman’s time has expired. Iam sure 
we will want to pursue that point in the general discussion in a few 
minutes. If you will just keep those questions in mind, Mr. McGhee, 
I want to call on Mr. Javits now. 

Mr. Javirs. Dr. Judd is ahead of me. 

Mr. Jupp. I pass. I was out of the room when my turn came. 

Chairman Ricuarps. Mr. Javits. 

Mr. Javirs. I too want to thank vou for your statement. I think, 
of course, as you told me and others quite properly that the two 
fundamental questions are the Arab refugees—and that is the nettling 
problem in the area—and the Iranian situation. 

Do vou feel that the main Communist danger in that area comes 
from the social status which exists in the Arab States? That is, the 
conditions which exist which do not seem to percolate wealth through 
to the mass of the people. Even though the Egyptians may have a 
high price for cotton or the sheikdoms may have fortunes in oil, it 
does not seem to shake down to the fellow on the ground. What do 
you think of that in terms of its being a fertile area for Communist 
exploitation? 

Mr. MecGuenr. Mr. Javits, it is a fertile area, and I think the Arab 
refugees themselves are the most fertile ground which you have 
mentioned. Unquestionably the poorer classes in Egypt particularly 
are fertile ground, and probably those in Iraq. We have considerable 
evidence of that. 

(Discussion off the record: ) 

Mr. Javirs. Is it not a fact that the classic pattern communism 
is striving for is that when there is a revolution based on social causes, 
relatively few Communists can get hold of it? 

Mr. \!cGuer. That is correct. But, as you know, if one excludes 
China from consideration as a special case, that has not taken place. 
All the countries which have been taken by Soviet communism to 
date have bee’ taken in conjunction with Soviet force along the 
Czechoslovakian model. Therefore, since the near eastern states, 
aside from Greece, Turkey, and Iran, do not have a border with 
Russia, it seems unlikely that a situation could develop in which 
communism could come to power. I do not believe the Communists 
have that as their immediate objective. 

(Discussion off the record.) 
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Mr. Javits. I have one other question You said we were going to 
administer this aid in the Near East on an area basis. I think that is 
the real solution to many of our problems, in this aid. 

Would you tell us in detail how you would do that? 

Mr. McGueer. Yes, sir. We would hope to have a central adminis- 
trator, probably at Beirut where the UN Refugee Agency is located. 
We would not necessarily have country missions in each country. In 
that way we could obtain much better technicians, who would be 
available to service the entire area. We could then work for coopera- 
tion between the countries and make our investments on an area 
basis to produce the best good for the area as a whole. 

Mr. Javits. So if we cannot have a Near East Organization for 
Economic Cooperation, at least we can have a Near East Mission for 
Economic Cooperation? 

Mr. McGuer. That is correct. 

Mr. Javirs. Thank you. 

Chairman Ricuarps. The time of the gentleman has expired. 

Mr. Reece. 

Mr. Reece. Thank you, Mr. Chairman. 

(Discussion off the record.) 

Mr. Risicorr. I have a point of parliamentary inquiry. 

Chairman Ricuarps. What is the point of parliamentary inquiry? 

Mr. Risicorr. Will the Chair inform us of the approximate plans, 
in view of the proceedings on the floor, and how long we are going 
to continue here? 

Chairman Ricuarps. What proceedings is the gentleman talking 
about? 

Mr. Risicorr. The committee hearing as against the proceedings 
on the floor of the House and the potential vote. 

Chairman RicHarps. As an obedient servant of the committee, if 
the committee would like to adjourn, it can. We have a few more 
witnesses. I wanted to turn the Secretary over to the tender mercies 
of the committee for unlimited questions, with the sky the limit. 
If you do not want to question him, we will take up another matter. 

Mr. Roosrvetr. As a parliamentary inquiry also, what is the 
gentleman from Connecticut referring to in the potential vote? 

Chairman Ricuarps. I noticed no teller bell has rung. When that 
happens we always inform the committee what it is about. 

Mrs. Boiron. There was a vote that went by one vote. 

Mr. Javirs. That is right. It was just a minute ago. I would 
like to inform the committee they are discussing now regulation W, 
and I might say to the chairman too that I think I and other members 
of the committee are worried about not being on the floor. 

Chairman Ricuarps. I have been worried all week about it. 

Mr. Javits. We are moving pretty fast there. 

Chairman Ricuarps. Whatever the will of the committee is. If 
some members teel they have to go, or if you would like the Secretary 
to come back at some other time for further questioning, that will be 


all right. 
Mrs. Borron. Is he not due back tomorrow morning, Mr. Chair- 


man? 
Chairman Ricuarps. The Secretary is slated to be here tomorrow 


morning. 
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Is it the wish of the committee that we suspend now and the 
Secretary will be back in the morning? 

Mr. Jupp. Mr. Chairman, there were a couple of questions earlier, 
the answers to which were reserved. They were asked by Mr. 
Roosevelt. 

Chairman Ricnarps. Off the record. 

(Discussion off the record.) 

Chairman Ricwarps. We want to know if anyone wants to ask 
the Secretary any questions for the record. 

Mrs. Ketriy. Mr. Chairman, I have a question. 

Chairman Ricwarps. Mrs. Kelly. 

(Discussion off the record.) 

Mr. Roosrve tr. Will the gentlelady yield? 

Mrs. Kexuy. I vield. 

(Discussion off the record.) 

Mrs. Ketriy. I have one more question, which is my last. 

I have been shocked over the lack of interest in the continent of 
Africa. One of the witnesses the other day told us about a very smal] 
amount of point 4 technical assistance to that continent. 

I realize you have covered northern Africa. So I had one of the 
staff prepare a statement forme. It shows there are about $75,000,000 
in private investments in Africa, which is a preliminary report, and a 
small amount of point 4 operations. 

Due to the fact that today vou said the Near East was neglected 
in the past, would it not be advisable at this time to inaugurate a 
point 4 program for us in Africa? 

Mr. McGueer. Mrs. Kelly, Africa actually has benefited greatly from 
our assistance in recent years. Some $300,000,000 has gone to 
Africa through the dependent overseas territories program of ECA. 
That sum probably would not appear in the figures you mentioned 
for the reason that it was given directly to the European administering 
countries concerned either as grants or loans; but actually there has 
been much more technical assistance available for Africa than could 
be absorbed. Some $35,000,000, as I recall, was set aside for an 
African technical assistance program through the European adminis- 
tering countries. 

Mrs. Kexiy. That was through European countries, not United 
States point 4? 

Mr. McGuee. In Africa, in their African territories. There is no 
question but that they benefited, but also the African people them- 
selves benefited. 

Mrs. Keuiy. Did we benefit? 

Mr. McGuesr. Yes; because the programs were based to a con- 
siderable extent on the increased production of raw materials which 
we need, but Africa also benefited. 

One of our problems arises from the fact that there has been so 
much assistance to the African possessions of the European countries 
that the independent countries, such as Ethiopia, Liberia, and Libya, 
feel they have been neglected. One of the reasons for our pr oposed 
$4,000,000 program for these three independent countries is to com- 
pensate them, in a sense, for what they missed by not participating 
in the ECA program in the past. 

I welcome your interest in Africa, but I believe you will find the 
ECA accomplishments in Africa very impressive. We believe this 
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$4,000,000, together with ECA’s continuing program, for dependent 
overseas territories, which is a part of the European program, will 
provide a good base for progress in Africa. 

Mrs. Ketty. I have one more question. You mentioned the fact 
that the Israelis had a great deal of drive and capabilities in reaching 
their goal. Is it not more important to attempt to reward them than 
to reward the inertia of our European allies in the hope of creating 
good will? 

Mr. McGuer. Mrs. Kelly, the principle of reward is not the basic 
principle in our foreign-aid programs. I am certain it enters in as one 
element but, of course, basic American security interests and objec- 
tives are the determining factors in our foreign aid programs. The 
element of reward, I would say, cannot be injected directly into the 
formulation of foreign policy. We feel we must stimulate these Arab 
peoples, we feel we must not accept their present attitude as being 
final. 

Mrs. Keiiy. Thank you. 

Chairman Ricuarps. Dr. Judd. 

(Discussion off the record.) 

Mr. Burveson (presiding). Is that all, Dr. Judd? 

Mr. Jupp. Yes. 

Mr. Roostvettr. Would you answer my questions now? 

Mr. McGurr. Yes, sir. 

Mr. Roosevelt raised the question of the goals. I am afraid we 
cannot be too clear on this question. I think we do have important 
goals with respect to the refugee program, which is half of the problem 
in the Near East states. There we would estimate 3 years to 5 years 
is required for the achievement of this goal. That es imate is based 
on the best available information, including a recent mission of the 
United Nations, which estimated it would require about $150,000,000 
over that period of time. 

With respect to achievement of definite accomplishments in a given 
period elsewhere, I think you will agree that it becomes more difficult 
when you consider underdeveloped areas such as the Arab states. 
The area has very great developme it needs. It has limited capabilities 
for moving toward achieving those needs. We are in a situatioa 
where we can make any investment we choose, and it will be a worth- 
while investment. We can make a small investment covering a year 
or two, and we will have achieved an advance in the standard of 
living which we seek, or we can make a larger investment over a 
5-vear period and achieve a larger advance. 

‘We are not committed to a continuation of the program. We can 
determine later what our ultimate objective is. We should, however, 
in our own interest continue the program for a number of years. 

In the case of Israel, I believe you would agree that it would also be 
very difficult to set a goal. You are dealing with the intangible 
factor of immigration. The objective of Israel itself is more complex 
than the goal of economic self-sufficiency of a static state in the light 
of this open-ended variable of immigration. 

Mr. Rooseve tt. One thing interested me, and I think it was Mr. 
Nathan last night who testified on the economics of this Israeli request 
and said they estimated that the cost, including the relief per capita 
refugee was $250 for relief and another $2,250, or a total of $2,500 
for resettlement of a refugee coming into Israel. Yet, if you divide 
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roughly a million Arab refugees, or 800,000, into $150,000,000 for the 
settlement of Arab refugees, you are down to a $150 per capita figure. 

I do not know why it costs so much more to resettle a Jew than it 
does an Arab. I cannot figure that one out. I am afraid our 
$150,000,000 figure is way too low. 

Mr. McGuer. The estimate for the settlement of Arab refugees is 
$1,000 a family. The difference is the difference in standards of 
living between Jews and Arabs. The Jew is a European and, as a 
result, he desires to live in a modern home or apartment. His whole 
standard of living, his food and his clothes are all gaged to European 
standards. Most of the Arabs are used to living in a hut often made 
of mud, on low rations and with relatively simple clothing. As you 
know, the UN relief program feeds the Arab refugees at $2 a month per 
person. 

Mr. Futron. The word has different meanings. The Jewish word 
“resettlement”? means a different thing than the Arab resettlement. 
For instance, in Israel they follow through and give the refugees 
training and give them a job and a house, 

Mr. Roosevetr. You must include all the industrial and agri- 
cultural capital that must go into it. 

Mr. McGuer. That is right. 

Mr. Futron. In addition, from Yemen they flew the refugees in, 
so that made the cost much higher. Israel had to do it because there 
were extended deadlines to be met. 

Mr. McGuesr. I believe in Israel the per capita income is $385 
compared with $50 in the Arab States. So the Jewish immigrants 
have to earn $385, whereas the Arab refugees only have to earn $50 
to be on a basis similar to that of other Arabs. It is hoped there 
can be a moderate increase in living standards when the Arabs are 
resettled. 

Mr. Roosevetr. I wanted to put that in the record because I 
know it is going to come up on the floor. Did you finish the other 
question? 

(Discussion off the record.) 

Mr. Roosrvetr. Thank you Now, the Haifa refinery is a very 
important question. 

Mr. McGuer. It is, indeed, particularly because of the shortage 
arising from the Abadan situation. As you know, only 30 percent 
of the capacity of the Haifa refinery is being utilized now, because the 
oil must come from Venezuela. It is a very long haul, and Venezuelan 
oil is dollar oil. The Iraqis will not permit the oil to come through 
the pipeline from Iraq, and the Egyptians will not permit it to come 
through the Suez Canal. 

Mr. Roosrevetr. Has there been any reduction of the Iraqi 
position? 

(Discussion off the record.) 

Mr. McGuer. I would like to make the point, Mr. Roosevelt, 
that it would be an advantage if either an authorization for a con- 
tinuing appropriation for the purpose of reintegration of the refugees, 
or some strong statement, could come from this committee. As you 
recall, the President’s statement transmitting the request made note of 
the fact that this would be a continuing requirement. The Executive 
did not ask for an authorization beyond the 1 year, basically, I think, 
because that has not been an acceptable procedure in seeking funds 
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from the Congress. However, as you quite wisely pointed out, I 
feel certain that this was an advantage. If this committee, either 
through an authorization for an extended period or through some 
wording, could imply that this was a problem which we realized would 
take several years to accomplish, and would indicate that we would 
give continuing consideration to it, it would be of great assistance in 
achieving the political objective which we hope to achieve. It would 
help convince the Arab States that we intend to see this through, 
that it is our objective to help achieve settlement of the refugees. 

Mr. Roosrvett. When we come to the consideration of the bill we 
will certainly try to accomplish that objective. 

Mr. McGuee. Fine. 

Mr. Reece. May I interject a question with reference to that 
refugee situation? 

Is any effort being made to get private capital to come in and set 
up operations which would utilize these refugees after they are 
trained? In this country, if we have a serious unemployment area, 
we make a great effort to get somebody to come in and locate a factory 
there. Can you tell us to what extent it is feasible to encourage such 
a program over there? 

Mr. McGuee. There has been a limited effort on the part of people 
with capital in that part of the world to utilize refugee labor. For 
example, a company in the Lebanon recently started a cotton project 
in the Jordan Valley, employing refugee labor. 

Mr. Reece. Recently the General Shoe Corp., the head of which 
happens to be from Nashville, Tenn., located a factory in Israel. 

Mr. McGuer. Yes, sir. However, there is only limited capital in 
the Arab countries in comparison with the need, so that anything 
they might do would be very small. 

For example, the Bank of Syria and Lebanon has attempted with 
its resources to go forward with certain projects such as the Arab 
swamp drainage project. The possibilities of American capital being 
interested in going to the Near East are very small, in view of the 
prevailing conditions. Unfortunately, there is very little flow of 
American capital to the area, except from the oil industry, In the 
light of unsettled conditions in the area and the relatively undeveloped 
economies, which make it difficult for people to do business because 
they lack trained labor and other facilities necessary for a successful 
business operation, I doubt that much private capital will go to the 
area under present conditions. 

The incentive to private capital in Israel is quite different in that 
the country has skilled labor and a government which is alive to the 
possibilities for selling the country’s products not only in the Middle 
East, but elsewhere in the world. 

Mr. Rooseve t. Is there any availability of World Bank funds for 
this kind of capital Mr. Reece is talking about? 

Mr. McGuer. Yes, there is, particularly in Syria. The Syrians 
are now negotiating with the International Bank. 

Mr. Roosevett. I am talking of Lebanon, because I understand 
the Lebanese company, if it could purchase American machinery, for 
which it would require a certain amount of American dollars, is 
prepared to proceed with a small steel rolling mill in Lebanon. They 
have the local capital for plant facilities and the working capital, and 
so forth and so on. 
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I was wondering whether the World Bank is in a position to go into 
that matter. 

Mr. McGuesg. The World Bank at one time offered the Lebanese a 
small loan. I think the figure was $1,000,000. I believe, they are 
still prepared to lend certain funds, and Lebanon may wish to use its 
bank credit for the development of the Titani River. 

However, Lebanon, even if the capital were available, does not offer 
great possibilities for the settlement of these refugees. It is over- 
populated now, and the settlement of a large number of the refugees 
would disrupt the basis of the Lebanese state which, as you know, 
maintains a balance between the Moslem and Christian elements of the 
population. 

Mr. Roosrevett. Have we covered the Haifa refinery? 

Mr. McGueer. Yes. I indicated that Haifa would operate on 
Venezuelan crude in the event of a shut-down at Abadan, since the 
Iraqis do not appear to be willing to let oil come through the pipeiine. 

Mr. Rooseve rt. Is the Haifa refinery owned by the Royal Dutch, 
or just whom? 

Mr. McGuesr. It is owned by a British company, Consolidated 
Refineries, Ltd. 

Mr. Burueson (presiding). Does anyone else have any questions? 

Mr. Futon. I have a few questions. 

Mr. Burueson (presiding). Mr. Fulton. 

(Discussion off the record.) 

Mr. Bur eson (presiding). Mrs. Bolton. 

(Discussion off the record.) 

Mrs. Botron. I am taking too much time, Mr. Chairman. 

Mr. Burveson (presiding). Do you wish to defer the other ques- 
tions you have? 

Mrs. Boiron. There are various things I would like to know. 

Mr. Burreson (presiding). Perhaps you could submit those ques- 
tions to the Secretary. 

Mrs. Botron. For instance, the refugee population, and so forth. 

Mr. McGuee. Do you want us to answer them now? If you would 
like to submit it now, we can give you the answers tomorrow. 

Mrs. Bouton. I shall appreciate having answers to these questions 
if I may submit them now. 

Mr. Burueson (presiding). Thank you, Mrs. Bolton. As I under- 
stand it the chairman intended to have the 7:30 meeting. 

Mr. Crawrorp. That is correct. There are two witnesses only— 
Congressman Meader and Mr. Frost of the Detroit Chamber of 
Commerce. ' 

Mr. Burreson (presiding). Mr. McGhee, I know that I can unre- 
servedly speak for the entire committee in saying that not only do we 
always appreciate your appearance here, but we enjoy it. I know I 
have heard many of the others express themselves in that regard. 

Mr. Jupp. I will join in that. I could not be here for the first part 
of his testimony but I heard several of the other Members on the floor 
report how informative it was. I will read it in the record. 

Mr. McGuer. Thank you very much. It is a pleasure always to 
be here. 

Mrs. Boiron. We are all very much interested in the way in 
which you have approached your job and everything connected with 
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it. We admire your capacity to clarify it for us, because the Near 
East and Africa is a pretty big area. 

Mr. Burueson (presiding). I think we all have that feeling. It is 
regretted that because of activities on the floor of the House, it is 
difficult for all Members to be present continuously. That can’t be 
helped. We are very conscious of that but circumstances do not 
always permit it, of course. 

Mr. McGueer. I am amazed at the knowledge this committee has. 
I can tell you very little, I am sure. 

Mr. Burueson (presiding). You know you are to be back tomorrow 
morning at 10 o’clock? 

Mr. McGuee. Surely. 

(The following were submitted for inclusion in the record:) 


MippLe East ReruGet PROBLEMS 


This material fhas been prepared by the Department of State responsive to an 
outline suggested by the staff of the House Foreign Affairs Committee. 


I, ANALYSIS OF REFUGEE PROBLEM 


A. There were 875,998 refugees on the rolls of the United Nations Relief and 
Works Agency for Palestine as of the end of June. These refugees areJdistributed 
as follows: 


106, 753 | Gaza 199, 789 
465, 450 | Israel 
80, 499 


B. Conditions of the refugee population.—A team of experts from the World 
Health Organization recently made a survey of health conditions in the refugee 
population. They discovered that, generally speaking, the refugee population 
was in better condition than might be expected from the low diet level and lack of 
facilities from which many have suffered, particularly the two-thirds of the refu- 
gees not in camps. Disaffection and unrest is natural among those people, sep- 
arated from their homes and generally unable to earn a livelihood. 

C. Attitude toward refugees in countries where they are located.—Attitudes vary 
according to the country. Jordan, where half of the refugees are located, has 
granted to every refugee full citizenship rights if he wishes it. It will not be pos- 
sible to resettle more than 150,000 to 200,000 of the 465,000 refugees within the 
limited terrain of Jordan; Lebanon is overpopulated in relation to its resources and 
will not be able to absorb more than a fraction of the 106,000 now there. Lebanon 
is anxious for a settlement of the refugee problem which will enable her to move the 
great majority of refugees to countries where resettlement is possible. Syria has 
been in conversation with the agency for some time on two pilot projects for re- 
settlement. Changes of government have delayed these negotiations but recent 
conversations have showed continued willingness to go forward with resettlement. 
Egypt has declared its willingness to resettle 50,000 of the 200,000 refugees in the 
Gaza in lands which it is hoped to reclaim in the Sinai Peninsula. There is prob- 
ably not any further opportunity for resettlement in Egypt and the remaining 
150,000 refugees in the Gaza strip will have to be resettled in other countries. 
Syria’s vacant areas offer the most. promise; Iraq is a possibility. 

D. Attitude of the Israeli Government toward resettlement.—The Israeli Govern- 
ment has consistantly taken the line during the last 3 years that resettlement of 
the refugees in the Arab countries is the only practical solution for the problem. 
The Israelis are not willing to repatriate any substantial number of refugees and 
adduce two principal reasons: (1) their need for all available lands to resettle 
Jewish immigrants and (2) the internal security risk of a large and potentially 
hostile Arab population. 


Il, PROBLEMS OF RESETTLEMENT 


A. The number to be resettled.—It is estimated that at least 60 percent of the 
refugee population have a rural background, and it may therefore be estimated 
that approximately 500,000 persons or 100,000 families will need to be resettled on 
the land. 
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B. Where the refugees can be resettled.—The availability of land and water is the 
key to resettlement. It has been estimated that probably not more than 200,000 
can be resettled in Jordan; to a considerable extent resettlement in Jordan has 
accounted for the reduction in refugee rolls from its peak of 1,019,000 to the present 
figure of 876,000. Egypt, as mentioned above, is willing to take approximately 
50,000 in the Sinai Peninsula, if surveys of water supplies, now under investigation, 
permit. Lebanon may accept 20,000 refugees of Lebanese ethnic origin. This 
leaves the great bulk of the refugees to be resettled in the one Arab country 
where there are both rain-fed lands and opportunities for irrigation—Syria. Both 
in the large Jezira area to the north pales = the river vaileys such as that of the 
Kabhur, these opportunities exist. 

C. Cost of settlement of the agricultural population.—Costs of settling a family of 
five persons have been estimated in the range of from $1,000 to $2,500. This 
includes direct costs such as livestock, seed, agricultural implements, and simple 
housing in agricultural areas. Land costs have not been included since it is 
expected that the refugees will be settled on public domain and present waste 
lands. Ancillary costs such as roads, public buildings, services, and others are 
expected to be taken up in a general program of economic development as well as 
by the United Nations agency. 

The spread in costs of $1,000 to $2,500 is explained by the difference between 
settling on rain-fed lands and on irrigated land. The much larger cost of the 
latter is due to the mechanical equipment necessary. Since the agency has not 
yet negotiated for specific tracts of land with any government, these cost figures 
are, of necessity, general in nature. Results of investigations presently being con- 
ducted in the Sinai Peninsula in cooperation with the Egyptian Government will 
develop firm figures for that project. 

D. Relation of refugees to the land.—It would be hoped that the great majority 
of the refugees can be resettled on the land as freeholders, so as not. to perpetuate 
the feudal type of landholding so prevalent in the Near East. In cases where 
large tracts of land are rapidly coming under private ownership, a trend steadily 
increasing in the Jezira area of Syria, some form of tenantcy may well be neces- 
sary. The PRA has in mind the desirability of improving the relative numbers 
of freeholders, but the agency must concentrate on the main point, reintegration; 
and the end of the need for relief. 

E. Settlement of others than farmers.—The small professional and white-collar 
classes among the refugee populations have largely made themselves self-support- 
ing and relatively little aid will be needed for them. In the case of skilled workers 
and merchants the ageney has, in Jordan, set up a development bank which has 
already made loans to such classes of artisans as the mechanics, blacksmiths, and 
cobblers. Small shopkeepers will also be aided in this way. It is hoped to repeat 
the Jordan pattern in other countries. 

F. Israel’s share of the cost is indeterminate. The United Nations is endeavor- 
ing to appraise the value of the refugees’ claims for compensation for their immov- 
able property left in Israel. This will be‘a very substantial sum, probably beyond 
Israel’s ability to pay within a reasonable period of time. 

Resettlement costs of the United Nations, estimated at $150,000,000 (over and 
above relief costs) are estimated on a basis of acquiring land free from local govern- 
ments, and on a basis of a substantial rise in economic conditions fostered by 
development programs stemming from local funds, borrowings from abroad, and 
the proposed grant program of the United States. Relief costs will decline as 
refugees are resettled, but as a 5-year period is envisaged, total UN costs, including 
relief, may well aggregate $225 million. 

The refugees will not be welcomed as settlers unless there is a demand for labor 
generated by economic expansion. 

G. The Israeli Government has indicated a willingness to entertain claims for 
real property abandoned by the Arabs. This subject is having the attention of 
the Palestine Conciliation Commission of the United Nations. Israel has based 
its ease for a grant of $150,000,000 for 1952 from the United States partly on its 
obligation to compensate the Arab refugees. 


Ill. PROBLEMS OF THOSE WHO CANNOT BE RESETTLED 


The goal of the United Nations agency has been to reduce the refugee problem 
to bounds within which it can be handled by the local governments. Until that 
day comes, there appears no alternative to measures for relief financed in large 
part by the international community. 
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The problem of refugee morale has been under constant study. Factors under- 
mining their confidence can be summarized: 

Lack of security for the future. 
(a) Uncertainty of continued United Nations aid. 
(b) Uncertainty of rights of asylum. 

2. Dissatisfaction with the present: 

(a) Poor material conditions. 
(b) Homelessness. 
(c) Statelessness. 
(d) Increased belief that they are victims of social injustice. 
(e) Failure of United Nations to carry out resolutions regarding their 

rights to repatriation. 

These factors are manifest in nervous tensions verging on exasperation, creating 
constant danger of violent demonstrations. They lead to acceptance of Com- 
munist theories, which promise a way out. 

They lead to a substantial fall in moral values both in the Christian and Moslem 
sectors of the refugee population. 


IV. LONG-RANGE PLANS FOR RESETTLEMENT 


Proposed programs of the United Nations involve as long as 5 years. They 
involve principally (1) use of lands in Sinai, which will require roads, wells, ditches, 
seeds, fertilizer, tools, and light industrial facilities to make them habitable, (2) 
the development of northern Syria where rain-fed lands may tend to reduce costs 
and (3) possibilities in the Tigris-Euphrates Valleys which are remote in time 
and can only follow extensive development by the Iraqis themselves. 


V. POLITICAL IMPLICATIONS OF THE REFUGEE PROBLEM 


A. Will Israel accept refugees? If so, under what conditions?—Is con- 
sistently maintained that for reasons of Jewish population pressure and of se- 
curity, that she cannot accept any substantial number of refugees. The Israeli 
Government is not likely to change this attitude. 

B. Will continuation of the refugee problem alter Arab-Israel relations?—The 
problem of continued bad relations between Israel and the Arab states can only 
be exacerbated by the continuation of the presence of more than three-quarter of 
a million refugees on Israel’s borders. If the problem is allowed to continue, it 
will only alter relations between Israel and the Arab states for the worse. 

C. Will United States aid of $50,000,000 plus any sums contributed by other 
United Nations members provide anything more than relief?—The agency estimated 
that, as of October 1950 prices, relief would cost approximately $20,000,000 during 
the current fiscal year. This figure, in view of rising price trends, will almost 
certainly have to be revised, perhaps to as much as $25,000,000. A United States 
contribution of $50,000,000 would be added to other pledges now totaling 
$13,000,000. It is hoped, however, to receive substantially larger sums from 
other contributors, perhaps as much as $20,000,000. For 1952, then, of a total of 
$70,000,000 as much as $45,000,000 might be spent on reintegration. 

D. Progress of Communist penetration or antiwest attitude in refugee camps.— 
The Department of State has received continuing and increasing evidence that 
Communist agents are active among the refugee population. They have pene- 
trated local political movements and have constantly played upon the desire of 
the refugees to return to their homes. They have constantly sought to identify 
the west and particularly the United States as the cause of refugees’ troubles. 
It is perhaps surprising that they have not obtained even more successes since 
the Communists have made refugees their principal target in the Near East. 

E. How will the United States security in the Middle East be improved by voting 
the $50,000,000 proposed in this bill?—If the United Nations Relief and Works 
Agency can begin at once and proceed quickly with its program of reintegration of 
refugees into the economies of the near eastern countries, the greatest single 
source of unrest and antiwestern sentiment in this critical area will be in process 
of solution, 

Peace between Israel and the Arab states cannot possibly be achieved until the 
problem of the Arab refugees is solved. 
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MEMORANDUM ReE Export-Import Bank LOAN TO THE Srate OF ISRAEL IN THE 
Amount oF $135,000,000 


This loan may be subdivided into six categories as follows: 





i ons a tanned dames s ewe warm $70, 0060, 000 
ee a a cin hewn oe acaxwanwi 9, 410, 000 
Bouse and community Taciiities............-.........-.-..... 25, 000, 000 
EIS CSS SDE IIE a ae ae 5, 000, 000 
Ports (improvement and expansion) -__--_-.--_.-.----------.-.- 5, 590, 000 
RS eee Oe ee ia gia kainckin te paacens eetnee ._. 20, 000, 000 

NE ar ke Te ie tooeue 135, 000, 000 


The disbursements to date and the remaining balances with respect to each of 
these categories are as follows: 














} 
Disbursements Balance 
PE bi cmtiasctinensanenagh er ipbintinh a ptinbs wnt nntea vehi $35, O88, 606.07 | $34,911, 393. 93 
pO SS eee cemniniaiat aap .-| 7,146,010. 47 2, 263, 989. 53 
Housing and community facilities... .___-- aaibe sitledeeiencel Meee On 9, 432, 237. 68 
Telecommunications - - - SE LSU ARS ae ee ee ees ee ee 3, 735, 183. 59 1, 264, 816. 41 
Ports (improvement and expansion) : % : 3 Seid 1, 874, 373. 33 3, 715, 626. 67 
Industry - - -. Sudctnnanes ake enteaiied 7, 613, O83. 37 12, 386, 916. 63 
a a ee Te Nae Py 63, 974, 980. 85 





The anticipated rate of disbursements with respect to the remaining balance 
per quarter for the remainder of the year 1951 and for the years 1952 and 1953 
are as follows: 


ern as bc ewic abies Dena eens __. $8, 000, 000 
NR ee TEES A SRE Sea eS eS eee eee 10, 000, 000 
1952—Jan. 1—Apr. 1_--------- ial Shep ariin pia Swish eee Pcweecinne Ma ae oe 
MODE Boies Koco te sedbags SG atten ai : _ 10, 000, 000 
re eis oan 5 ee ec ee ts cz _.. 10, 000, 000 
ee Soe 8s See bait Seis ie anaes inte, Seen 
De Sere er au LG See Le WS eeend meee eden: Sad dbp ate 6, 000, 000 
ee wath tee ee eres ote. Sed ie cee cus 64, 000, 000 


It is estimated that the full amount of the loan will be disbursed by the end of 
the first quarter 1953. 
Agriculture, $70,000,000 

This section of the credit is subdivided as follows: 


I i ew em unin $36, 000, 000 
"| hacen Date eA SS eee a ee 
ie pn ae, AT cee ee Sn ae le ear eae en aaa 8, 500, 000 
Pe TnI NN a eg atiend o eke eam one sae 5, 500, 000 


Diversified agriculture—In general, the materials, equipment, and services that 
are being financed under this subsection are as follows: Materials including steel, 
timber, and aluminum, agricultural machinery and implements, trucks, draught 
animals, and dairy cattle, tractors, land preparation equipment, plant protection 
equipment and harvesting equipment. There is also included in this sector 
pipe, pipe materials, and mechanical and electrical equipment for water supply. 
This irrigation equipment is being installed on the farms as opposed to the re- 
gional irrigation program described below. 

Regional irrigation.—The equipment that is being purchased in connection with 
this program consists primarily of pipe, pipe materials, and mechanical and elec- 
trical equipment. 

Citriculture.—In general, the equipment that is being financed for this program 
involves tractors, land preparation equipment, packing sheds and equipment, 
and harvesting equipment. 

Fertilizer plant.—Equipment that is being purchased under this sector is the 
usual type of equipment necessary to construct a fertilizer plant. 
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Transportation, $9,410,000 
This section of the credit is divided as follows: 


Busses, trucks, ete 
Ships 
Railway equipment 
Aircraft 
Airport improvement 
Air maintenance base 595, 196 
It is believed that the categories in general describe themselves and no further 
breakdown is necessary. 
Housing and community facilities, $25,000,000 
The Housing and community facilities program may be subdivided as follows: 
Housing materials_ __ = $16, 400, 000 
Machinery and equipment 5, 000, 000 
Water supply and sewage disposal services_.__.._........-.----- 3, 600, 000 
In general, materials, equipment, and services with respect to the subdivisions 
are as follows: Materials—lumber, steel, pipe, etc. Equipment: cement mixers, 
street building equipment, ete. Water supply and sewage disposal: Pipe, pumps, 
and other such equipment. 


Telecommunications, $5,000,000 
This section is not subdivided and in general the equipment that is being 
financed is radio, telephone, and related equipment. 


Port facilities, $5,590,000 

This section was not subdivided and the equipment and materials that are 
being financed relate to the improvement and expansion of the port of Haifa. In 
general they are: steel and other construction materials, cranes, fork-lift trucks, 


and other cargo-handling equipment. 
Industry, $20,000,000 

This section of the credit is subdivided in that the bank has approved the use 
of approximately $19,900,000 by 277 different industrial entities in Israel. There 
is a wide range of industries involved, including: Cement, textile, steel, wood- 
working, fertilizer, vegetable and fruit-processing and canning, and many others. 
The equipment that is being financed relates directly to the various entities 
receiving funds. 

There still remains $100,000 vet to be approved for use under this section of the 
credit. 

Mr. Bur.eson (presiding). The committee will adjourn until 7:30 
o’clock tonight. 

(Whereupon, at 5:55 p. m., the committee adjourned until 7:30 p. m. 
the same day.) 

(The following statements were submitted for inclusion in the 


record: ) 


STATEMENT OF ApMIRAL ForREsST SHERMAN, UNITED Stares Navy, ON THE 
Proposep Mutua Securiry Act or 1951 


Mr. Chairman, I welcome this opportunity to appear before you and submit 
my estimate of the scrategic importance of the Eastern Mediterranean and Middle 
East. I consider that this has a direct bearing on the necessity for the proposed 
legislation which you are now considering. The purpose of this legislation is ‘‘to 
promote the foreign policy and provide for the defense and general welfare of the 
United States by furnishing assistance to friendly nations in the interests of inter- 


national security.’’ The legislation proposes a continuance and extension of 
military and economic assistance to this area, which I strongly endorse for the 
double purpose of increasing the ability of these countries to resist internal sub- 
version and to strengthen them as highly necessary allies in a possible general war. 

Today there is an uneasy peace in the Middle East, and the existence of desti- 
tute refugee hordes from Palestine produces a political and economic situation 
fraught with danger. Hunger, cold, lack of shelter, and lack of work lower the 
resistance of those who normally shun the ideology of the Kremlin. It cannot be 
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taken for granted that by itself, the religion of the refugees will reject communism, 
Outside help is necessary. 

The creation and the maintenance of political and economic instability is a 
basic tactic of forces which oppose us. Those forces infiltrate—subvert, seeking 
to create conditions which will lead to political capitulation or to facile armed 
conquest. 

Our interests are many in the countries bordering on the eastern Mediterranean 
and in other countries close by. We have a cultural and moral interest in the 
welfare of the many millions who inhabit the area. We need them as our friends. 
Concrete evidence of our cultural interest is found in the American institutions 
which have existed in the area for years. The American University in Beirut is 
an outstanding example. Twenty graduates or former students are members of 
the General Assembly of the United Nations. We have a financial interest in the 
Middle East which is well recognized. Funds appropriated by the Congress |ast 
year for relief work are evidence of our moral interest in the area. 

It is to our advantage to strengthen existing bonds of friendship in the Middle 
East. These nations of the Middle East are sufficiently important to cause us to 
help improve their economic and political stature and strengthen their will to 
resist aggression. In my opinion, we should take all reasonable steps toward the 
creation and maintenance of political and economic stability in that general area. 
One essential requisite to this end continues to be the provision of that military 
equipment and technical military advice and training which will enable these 
nations to entertain a reasonable hope of successfully defending themselves. 

But it is our military interest that I wish to emphasize. For centuries, the 
military importance of the Middle East has been the cause of war, and of political 
and economic pressure and penetration. I regard the strategic importance of the 
eastern Mediterranean and Middle East as almost equal to that of the North 
Atlantic Treaty area itself, as related to efforts to resist world-wide Communist 
encroachment. In that area lie tremendous oil resources which the free world 
requires now for its greatly expanded rearmament effort, and which would be 
essential for the effective prosecution of a general war. Conversely, these oil 
resources would be desperately needed by the Communists to wage successfully 
a prolonged general conflict. f 

In addition to these large resources of oil, the area possesses a high degree of 
strategic importance because of its geographical situation. This area involves 
three continents and controls critical land, sea, and air communications. If war 
should come, the free nations must be able to control these communications and 
deny them to the enemy. In addition, this area, under allied control, would 
provide the bases for offensive operations by which we could strike directly and 
quickly at the heart of the enemy. 

Today, we plan to defend Western Europe in case of attack. The practica- 
bility of execution of such plans is increasing each dav as the free nations augment 
their total military potential. As our strength in Western Europe increases, it 
becomes more practicable to plan for a defense of the Middle East which will 
insure, as a minimum, a continouus flow of oil to the Western World from that 
area and a denial of this oil to the enemy. 

The critical communications of the Eastern Mediterranean and Middle East 
focus at two points, the Turkish Straits and Suez. Friendly control of the 
Turkish Straits would be an important factor toward insuring the continued use 
of the Mediterranean as a principal highway for allied combatant forces and 
commerce, As long as enemy naval forces cannot exit from the Black Sea, they 
cannot be effectively employed in the Mediterranean, nor can they render logis- 
tic support to such enemy land and air forces as might reach the shores of the 
Mediterranean. Retention of contro! of the Turkish Straits by our allies is 
necessary for the security of General Eisenhower's southern flank. 

I believe that the importance of safeguarding the Suez Canal is so obvious 
that I would not be justified in taking the time of these committees with further 
discussion. 

The internal and external security of each of the nations of this area is critically 
important to the security of the Western World. : 

I believe that it is clear that a strong and resolute Turkey, ready and able to 
successfully resist encroachments upon its sovereignty, is the key to a successful 
defense both of the Middle East and of the Mediterranean. The security of 
Greece is essential to the security of the Mediterranean. Both the Turks and the 
Greeks have proved themselves battle-worthy allies in Korea. 

In Iran recent events indicate the dangers which face us in certain of these 
Due to the unsettled and unstable conditions which prevail, and to the 
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shifting external pressures which may be applied. I consider that our plans for 
aid to this area should permit administrative flexibility to meet the situation of the 
moment. Should the probable enemy gain control of Iran, the security of Turkey 
would be jeopardized, the defense of the vital Straits area would be weakened, 
and even the Saudi Arabian oil fields would be placed in jeopardy. We should 
continue our aid to Iran in order to encourage that country to resist subversion 
and to develop forces for its defense. 

Behind the Turkish-Iranian barrier lie the Arab States and Israel. There is the 
oil which is essential to Europe. There are the base areas required for protection 
of essential sea and air communications, and for support of combat operations 
to the north. 

The Administration proposals regarding authorizations of funds for the countries 
of the area are set forth under title II of the legislation you are considering. The 
funds requested for military assistance to Greece, Turkey, and Iran are set forth 
under section 201. In order to give the desired administrative flexibility, which I 
referred to previously. It will be noted that section 202 would authorize the 
President to use not more than 10 percent of the funds to be authorized under 
section 201 for the purpose of granting military assistance to any other country 
of the Near East area. I recommend that the committees approve the proposals 
set forth under these two sections as measures necessary for the implementation 
of our national policy of furnishing assistance to friendly nations for increasing 
our collective security. 

Under Public Law 329, Eighty-first Congress, and its amendments, over a 
quarter of a million measurement tons of military supplies and equipment have 
been shipped by the United States to Greece, Turkey, and Iran for the purpose of 
reequipping and modernizing their military forces. In addition, two destroyers, 
two submarines, one submarine rescue vessel, and four destroyer escorts have been 
delivered, and one submarine tender and three landing ships, medium, will soon be 
delivered. United States military personnel are maintained in the military assist- 
ance advisory groups stationed in these countries, to assist in training and in the 
proper use and maintenance of this equipment. As of the Ist of May 2,285 
military students from title II countries have been trained or are in training in 
United States service schools both in the United States and abroad. 

These deliveries of equipment and this provision of training advice should be 
continued, in my opinion. I believe that this has been and will continue to be an 
essential contribution to the military security of this area. 

Major General Scott is present as the representative of the Office of the Secre- 
tary of Defense which deals with military assistance matters. He is eminently 
qualified to explain to the committee and discuss in detail the contents of the 
various matériel programs and the specific purposes for which they are intended. 
With your permission, Mr. Chairman, I propose to conclude my statement and 
permit General Scott to outline to the committee the general characteristics of the 
proposed programs, their estimated costs, and their specific purposes. 


STATEMENT From AMBASSADOR JOHN E. PEURIFOY ON THE SITUATION IN 
GREECE 


A Communist sword of Damocles has continued to hang over Greece since the 
withdrawal of the German occupation forces late in 1944. By 1946 Greece was 
in a desperate struggle at home to suppress Communist guerrillas directed and 
supplied from abroad. Against these guerrillas the Greek Government had but 
meager resources and inadequate arms to prosecute the fight. In answer to an 
appeal from the Greek Government, the President and the Congress acted in 1947 
to give the Greeks assistance. Since that time Congress has yearly reaffirmed 
this policy by granting financial assistance to Greece to help mend her ravaged 
economy and to build up armed forces adequate to provide for her security. 
Although the guerrillas were driven from Greece by the end of 1949, a serious 
external threat has developed deriving from the increasing military potential of 
her Soviet-dominated northern neighbors. 

Greece, as one of the countries of the free world bordering the Soviet-dominated 
region, is constantly under rigorous pressure. However, there is no sign of 
defeatism in this small nation. Through United States military aid, Greece is 
developing strong defenses against possible aggressive moves from behind the 
iron curtain. I can assure you that these defenses are in competent and stalwart 
hands. The moral fiber and fighting ability of these troops, according to our 
military experts, are among the best. Today Greece can guard her borders with 
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modern weapons instead of improvised ones. She is greatly appreciative of the 
United States Government’s help in this respect. Greece has not only met the 
Communist threat at home courageously and with determination, but has co- 
operated closely with the Western powers to prevent the encroachment of inter- 
national communism. In the forum of the United Nations, Greece has been an 
implacable foe of baleful Soviet moves. Within a week of the appeal by the 
United Nations Secretary-General on July 14, 1950, for military assistance to 
United Nations forces in Korea the Greek Government responded with an offer 
of an air force unit. Shortly thereafter, on September 1, the Greek Government 
volunteered an expeditionary force for service in Korea. Both the air force 
unit and the infantry battalion arrived in Korea in the fall of 1950. Since that 
time the Greek forces have demonstrated their mettle in valiant and aggressive 
action against Communist forces. On June 24 Greece was the first country to 
respond to the Secretary-General’s appeal on June 22, 1951, for additional troops, 
with an offer to double her troop strength in Korea. 

Our military investment in Greece is a sound one. Her accomplishments 
under this program have been intelligently developed under able leadership. 
Should the occasion demand the employment of the Greek armed forces, you may 
be assured that within her capability Greece may be relied upon fully to expend 
her best efforts to repel any invasion of her borders—whatever the numerical 
superiority of the invader may be. The morale of the Greek people is at a high 
level and they possess the determination to resist forcefully any threats which 
may be employed against Greece. 

Gentionad military assistance to Greece is essential for the maintenance and 
repair of existing military items, to replace worn-out items, to supply the require- 
ments of a trained reserve strength, and to continue the modernization of military 
equipment. The strength of the Greek armed forces could be mobilized to a 
sizable level with minimum delay provided the equipment and supplies requested 
are forthcoming. 

I should like to point out certain facts concerning the efforts which Greece is 
making to help herself. During 1951 the Greek Government itself is spending 
almost half of its entire budget for defense purposes. This is a very considerable 
proportion, particularly for a nation of less than 8 million people with scant natural 
resources and a low standard of living. Greek industry is presently manufacturing 
all clothing items for the Greek Army, such as underwear, uniforms, as well as 
bedding and mattresses. This year it is hoped that a substantial part of its army 
boots and shoes will be manufactured locally. Moreover, it is hoped that Greek 
soldiers will have increasing amounts of local-made items necessary to repel any 
invader, including Greek-made ammunition, mines, and grenades. Local food- 
stuffs provide the Army with such basie elements of the Greek diet as tomato 
paste, olive oil, potatoes, and fresh vegetables. 

The ravages of 10 years of German occupation and Communist aggression very 
seriously weakened the Greek economy. Wifh American aid, basic facilities have 
been reconstructed. However, because of the necessity of eliminating the 
Communist-led guerrilla menace, Greece has not even had two full years to work 
at the rehabilitation and development of her economic structure. Greece has a 
large unfavorable balance of trade and many vital problems remain to be solved. 
Continuation of irrigation, land reclamation and improvement, and more efficient 
agricultural methods now underway will reduce the large requirements for the 
importation of food. Completion of the electric-power program will reduce im- 
ports of fuel and provide a basis for further productive expansion, particularly in 
light industry. Light industry will not only provide Greece with many of the 
items she must now import, it will also increase the products for export. 

A vigorous program is underway to check inflation which has been accelerated 
by international price rises. Based on an economy which is not self-sufficient, the 
Greek financial structure itself is not sound, though measures are being taken to 
strengthen it. Continued economic assistance is therefore essential to help the 
Greeks along the road to a greater degree of self-sufficiency. It is also essential to 
insure, in the meantime, the subsistence necessary to help them carry their present 
heavy economic and military burden. Economic assistance to Greece is carefully 
integrated with the defense measures considered necessary to the security of the 
country. Not only is this true of industry, agriculture, and health, but also in the 
field of public works. 

In the past vear coalition governments composed of the Centrist Liberal and 
Democratic Socialist Parties have held office. Under these governments impor- 
tant progress has been made in both the economic and administrative fields. In 
the recently held municipal elections, the Communists and their fellow travelers 
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failed to show any increase in strength. Moreover the results confirmed the 
moderate political inclinations of the Greek people. It is notable that tor the 
first time women participated in municipal elections. While political stability 
has increased over the past year, considerably more stability is desirable in the 
Government. The proportional representation system employed in Greece con- 
tributes substantially to the lack of adequate stability in the Government. Many 
Greeks recognize that an electoral system which would tend to decrease the num- 
ber of political parties represented in the Government would provide a better 
basis suited for effective governmental action. It now seems probable that the 
Greeks may hold new elections in the coming months and a considerable opinion 
favors the use of a proportional system modified to strengthen the representation 
of the largest parties. 

In summary, Greece is more than paying off the investment in her defense 
which the United States has made. She has repelled Communist aggression 
once; she is prepared to do it again. In spite of her small size and meager re- 
sources, she has one of the best armies in Europe. Her spirit is excellent, but in 
order that it remain so she must continue to have our help. The external threat 
has not abated; in fact, it is greater than ever. The security of Greece is vitally 
related to the security of the Mediterranean, which in turn is eritical to the 
security of Western Europe and the United States. Greece is one of the most 
loyal and courageous of our allies. Her continued support is both in our interest 
and hers. 


STATEMENT BY Mas. Gen. Ropert T. FrepericK, Unrrep Stares Army, CuHier, 
Joint Unirep States Miurrary Arp Group To GREECE ON GREEK MILITARY 
Arp ProGram, 1952 


Since 1947, when the first Assistance Act was approved by the Congress author- 
izing military assistance to Greece, Congress has yearly reiterated its expression 
of policy through annual appropriations to provide further military assistance to 
Greece. 

Following the cessation of hostilities at the end of World War II, Greece—un- 
like the majority of Allied Nations—was required to expend, on a wartime basis, 
much of its economic resources and many lives in order to maintain its internal 
security. This situation has been alleviated through the generous gestures of 
the United States in providing assistance, both economic and military, to a war- 
torn nation. 

Much has been accomplished in recent vears to stabilize the Greek military 
establishment through reorganization, training, equipping, and the establish- 
ment of rigid supply discipline. Today the Greek armed forces are efficient and 
capably led. Field Marshal Papagos, who contributed substantially to the de- 
velopment of the efficiency of the arfhed forces, resigned on May 30. The direc- 
tion of the armed forces was assumed by Lieutenant General Grigoropoulos in the 
capacity of Chief of Staff of National Defense. General Grigoropoulos has had 
an outstanding record in the Greek Army and the American military mission has 
every reason to believe that the high standards achieved will be maintained under 
his direction. The expenses of maintaining this establishment are a constant 
drain on the limited economy of the country, despite the liberal gestures of the 
United States in providing it with the minimum military equipment, supplies, 
and other limited assistance authorized. 

Greece’s efforts have been heralded generally among the free nations of the 
world on its remarkable accomplishments, and on its cooperative spirit toward 
the United Nations military efforts in Korea. Greece unstintingly, and with 
enthusiasm, dispatched an expeditionary force to Korea to aid the UN effort to 
uphold the principles of democracy and in curtailing territorial aggrandizement 
by nations who disregard the democratic concept of man’s basic right to life, 
liberty, and freedom from oppression. 

Unfortunately, the economic-as:istance program which was originally con- 
templated for Greece in 1947 has not been fully realized due to the necessity of 
giving first priority to the military effort in order to end the threat of Communist 
guerrillas within Greece. The militarv-assistance program to the country has 
become increasingly important, and without abatement of communistie pressure, 
further aid is essential to maintain Greece among those nations serving as a 
buttress against expansion of communistic imperialism. The military and 
economic assistance programs are reviewed continuously to assure the common 
objective of preserving the integrity of the country. This has meant a revision 
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of plans on programed road construction, bridges, industry, harbors, and other 
related projects. 

The principal features of the military-assistance program to Greece are as 
follows: 

(1) A minimum modernization of the equipment of the Greek National 
Army, coupled with maximum training and essential maintenance. The 
scale of equipment being furnished is far below United States standards. 
A major deficiency does and will exist in field and antiaircraft artillery. 

(2) The necessary modernization and replacement of worn-out naval 
equipment so that the Royal Hellenic Navy may more efficiently patrol 
Greek coastal waters, clear mines, and furnish sea transport and support to 
the Army. 

(3) A reequipment of the Royal Hellenie Air Force, with logistic support 
therefore, to provide tactical units capable of supporting ground operations. 
This reequipment program was started in fiscal year 1951 and is proposed 
for continuation in fiscal year 1952 by the replacement of obsolescent major 
items of equipment. 

(4) A training program at all echelons in all three services, both tactical 
and technical. 

Provided the military program requirements for 1951 are supplied in accord- 
ance with present estimates, Greece’s armed forces, including a limited reserve, 
may be considered exceptionally well trained, but provided only with a minimum 
amount of equipment. ‘The trained military manpower reserve in Greece may 
be mobilized for total military effort, within a minimum period of time. Hence, 
it is essential, looking toward the eventuality of this requirement, that continued 
military assistance be given the country in sufficient quantities and types of 
material to insure maximum utilization of this manpower potential. The United 
States military mission in Greece, serving in daily concert with the responsible 
leaders in the Greek armed forces, are confident of the Greek abilities to utilize 
to the fullest extent all military aid granted. The items contained in the pro- 
gram are considered the minimum necessary to accomplish the objective men- 
tioned. ; 

To meet the requirements of its Armed Forces, Greece is striving to furnish not 
only the manpower involved, but the products of its soil and local industry. 
Much has been accomplished during the past year with ECA support to enlarge 
the number of military items which may be manufactured in the country. More- 
over, it is planned during the next year with ECA assistance to further expand 
the list of self-help items. 

In summary, Greece has willingly and foreefully contributed her maximum 
efforts toward the defeat of communism. It would be short-sighted not to fill 
the needs of this worthy nation in order to provide her the means of fully utilizing 
"her military might in the event of need. Greece, if attacked, will give a glorifying 
account of every investment which the United States has made in her Military 
Establishment. 


STATEMENT From AMBASSADOR J. B. BLANDFORD, JR., ON REFUGEE REINTEGRA- 
TION AND Economic DEVELOPMENT IN THE NEAR East 


PROBLEM 


There has been a major social and economic dislocation in the Near Fast. 


Kight hundred and fifty thousand Arabs are on relief and living in camps, caves, 
and other temporary shelter. 

Generally they are nonproductive. When they work they compete with local 
labor. They constitute an economic blight. 

There is great human misery. They are bitter. They are idle. They are 
fertile soil for the constant Communist effort to exploit them. 

They are a major obstacle to peace and stability in the Near Fast and to friend- 
ship of Near East with other free nations and with the United Nations. 

They cost the international community $25 million a vear for food, shelter, 
and health and educational services. 


ANALYSIS 


There is adequate soil, water, and economic potential in the area to absorb 
these refugees if sufficient funds are available to exploit these resources. 
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The refugees still yearn for their old homes or alternatively demand compen- 
sation. The United Nations is taking steps to define the amount of Israel’s 
obligation for compensation and devise some scheme for payment to refugees 
who will not be able to return or who do not wish to do so. 

The Agency’s principal task is one of moving refugees from the camps and 
ration lines to village homes and self-support. This move may be made without 
prejudice to refugee rights to compensation or claims for repatriation. 

The new villages must be adjacent to jobs. The jobs may already exist in 
some measure in cities or on rain-fed lands ready for cultivation. The Agency 
can stimulate small enterprises in cities or undertake minor works to make 
undeveloped lands available. Possibly $150 million might be spent through 
Agency channels on this phase of reintegration over a 3- to 5-year period. 

At least half of the reintegration achievement is dependent upon an area 
program of economic development. Large water control projects are needed to 
irrigate new land for reintegration villages. Transportation projects are required 
for access to new areas. New industries must provide employment for many 
refugees who have urban skills. Effective bilateral grant aid and technical agsist- 
ance could and should spark a program of development by these states themselves. 

Cooperation of Near East governments is essential for speeding up social and 
economic development, and for repair of major economic dislocation. They 
will respond to a program of friendship and cooperation which has for its principal 
purpose the building up of social and economic strength in an Arab cultural pattern 
which promises to preserve the sovereignity of their nations and the dignity of 
their citizens. Such nations then become effective members of the free world 
and bring with them resources and strategic strength. 





SraTEMENT From Russett H. Dorr, Carer or tae ECA Mission to Turkey, 
IN SUPPORT OF THE MutTuAL Security PROGRAM 


JUSTIFICATION OF CONTINUED ECONOMIC AID TO TURKEY 


Continued economic aid to Turkey is essential to the defense and freedom of 
the United States for five important reasons. 

First: Turkey occupies a position of tremendous strategic importance. 

Second: The Turkish armed forces are among the largest and strongest in being 
today on the side of the free world. 

Third: Turkey serves as a bridge between Europe and Asia. While firmly 
oriented to the West, it has close ties with and a deep interest in its Middle- 
Eastern and Asian neighbors who look up to Turkey with admiration. In the 
ferment which presently prevails in Asia, Turkey presents an outstanding example 
of resolute devotion to the ideals of the free world. Communism has been unable 
to make any headway in Turkey, and Turkish success in building democratic 
institutions has been matched only by the stability and determination she has 
shown in facing the Russian threat. Our own position in the Middle East may 
well hinge on the continued active orientation of Turkey to the free world. 

Fourth: Turkey is supplying many strategic raw materials for the rearmament 
of the United States and her allies, and with proper development of existing 
resources, could soon supply more. 

Fifth: Turkey’s economy is not strong enough by itself to maintain indefinitely 
the military strength and national resolution with which she faces the threat 
of aggression today. Outside help is essential until the permanent strengthening 
of her economy can be accomplished. 

I propose to discuss the fourth and fifth of these points in detail. 


Strategic raw materials and foodstuffs 

Turkey is primarily an agricultural country, and her industry is relatively 
undeveloped. She is playing a useful part in supplying the United States and 
Europe with significant amounts of certain indispensable strategic raw materials 
like copper and chrome. (Production of these minerals can be more fully ex- 
ploited given United States aid.) At the same time Turkey must continue— 
as she has in the recent past—to supply Europe with important quantities of 
cotton, oil seeds, and foodstuffs. 

Development programs undertaken with United States assistance promise to 
provide this vear for the use of the free world significant quantities of coking and 
steam coal, iron and iron ore, and if vigorously pursued, to provide considerably 
larger quantities next year and the year after. While quantities are not impres- 
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sive in comparison with United States production, they can contribute appreciably 
to the difficult European position. 

In addition, Turkey has unexploited resources of manganese, sulfur, and lead, 
all urgently needed materials for rearmament. 


To — the present level of military effort, the Turkish economy must have outside 
elp 

Without outside aid Turkey’s economy will be unable to sustain the heavy bur- 
den of military preparedness against Communist aggression. The Turkish 
economy is comparatively undeveloped. Living standards of its people are 
painfully low. A few illustrative facts and figures will perhaps be of assistance 
in visualizing this. 

Eighty percent of her 21,000,000 people live in mud-brick dwellings in isolated 
villages. 

The daily food consumption of the average Turk is about 2,000 calories— 
the lowest in free Europe. Cheap bread grains dominate the diet. Meat con- 
sumption per person per year averages 39.6 pounds compared with 105 pounds for 
the United Kingdom. 

The average Turk consumes 0.8 of a pound of wool per year, the lowest of any 
Marshall plan country except Austria. He is able to secure far less cotton goods 
than any Western European—4.6 pounds as opposed to the Italian’s 6.8, the 
next lowest, and to the Frenchman’s 10.4. 

Seventy-five percent of the people in Turkey never see coal. Annual per 
capita consumption of this fuel in a country which has a winter climate comparable 
to that of the northern half of the United States is one quarter of a ton, only a 
fraction of the consumption of the European countries. 

The average Turk has at his disposal one-twelfth the electric power available to 
the Netherlands. 

Only 1 Turk in 2,000 has an automobile. 

The tax burden is a heavy one. A modern income tax with a lower scale of 
exemptions and higher effective rates in the lower and middle brackets than those 
in the United States has recently been adopted. The principal Government 
revenues are derived, however, from sales taxes and from customs duties on 
imported necessities which are equivalent to sales taxes. These imports already 
fall heavily on the bulk of the people, and in the opinion of various United States 
financial experts who have studied the question, their present rates cannot be 
substantially increased. 

This weak and undeveloped Turkish economy has, since World War IT, been 
bearing a military burden which might have crushed a less resolute people. In 
order to be prepared to meet the Russian threat, Turkey has been devoting an 
average of 39.6 percent of her national budget to defense since 1945. 

The yearly figures are as follows: 


The proportion of national defense expenditures in the general budget 


Percent Percent 
ES AS Ae ee Sr tt eae a = 
SN ae FP eaters ee a 36. 71 
ei RS Si PS 34. 89 | Postwar average.........._.-- 39. 63 
i Ed ee eee 41. 28 . 


These figures are all the more impressive when it is realized that they include 
only very minor sums for the pay of her soldiers, sailors, and airmen. These men, 
who have demonstrated an unsurpassed fighting spirit, serve virtually without 
pay, receiving the equivalent of about 12 cents, I repeat, 12 cents, a month. 

This heavy spending for defense and the magnificent fighting contribution made 
by the Turkish troops in Korea sharply underline Turkey’s determination to 
standfast against aggression not only in her own country but wherever it appears. 
But large as her effort already has been she is willing, indeed eager, to do more. 
In agreement with the American Military Aid Mission she has developed and is 
now putting into effect a supplemental program which will substantially strengthen 
her armed forces both in numbers and in combat power. 

Since 1947 United States policy has recognized the need for supporting the 
Turkish military effort. However, the assistance rendered has been exclusively 
in the form of equipment and training designed to modernize and increase the 
fighting power of the Turkish Army. As the military experts will testify, great 
accomplishments have been made in this field. But military aid has added to, 
not lightened, the economie burdens of Turkey. The introduction of modern 
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arms and transport and increases in the scale of training, which in the past have 
been and are now so usefully building up the strength of Turkey’s Army, Navy, 
and Air Force, have also increased consumption of expendable items, and require- 
ments of petroleum products and all kinds of supplies which cannot be produced 
within the country. As a result of these factors, Turkey’s foreign exchange 
requirements to maintain her defense efforts have increased substantially above 
prewar needs. : 

In 1948 Turkey was included in the Marshall plan in recognition of the fact 
that her situation called for and justified economic as well as military aid. Since 
then she has received allotments of direct dollar aid of $152.5 million and net 
indirect aid in the form of purchasing power in other participating countries 
equivalent to $79.2 million. Of the direct aid, $79.5 million has been in the form 
of grants and conditional aid and $73 million as loans. However, the economic 
problem in Turkey, unlike that of most of the other Marshall plan countries, has 
not been that of putting a war-weakened economy back on its feet, but of creating 
new facilities and skills. This has implied (and still implies) a continuing effort 
and the undertaking of investment projects requiring several years to bring to 
fruition. The aim has been and is to avoid a mere program of temporary relief 
which would leave the country no better off a few vears hence than it is now, and 
to concentrate on producing a permanent increase in production power. In this 
way Turkey with American aid should in a few years be much better able to stand 
on her own feet in a strong posture of defense. These investment projects are in 
the field of agriculture, fuel, electric power, strategic materials, roads and railroads. 
The bulk of them are already well under way and may be expected to show results 
within 12 months or less. Others may take a year or two longer. 

During the decade before World War II, Turkey was able rather precariously 
to maintain an approximate balance in her trade with foreign countries by a very 
strict control of imports and at a cost of becoming heavily dependent upon the 
German economy. The postwar situation is radically different. Turkey’s inter- 
national debt obligations, incurred in part to secure the armaments which enabled 
her to maintain her independence during World War II, now impose an annual 
repayment burden of around $20 million a year. As already noted, her military 
burdens have greatly increased, and the urgency of raising her productive power 
to an entirely new level to permit her independent support of these burdens has 
become clear. 

Turkey has made substantial efforts to increase the volume of her exports. 
These have resulted in a 25-percent increase in tonnage and an approximate 
30-percent increase in adjusted value since 1937-38. Necessary imports however 
have increased still faster and in 1950 were, in terms of tonnage, 164 percent of 
1937-38, and in adjusted value 185 percent. For example, as compared with 
1937-38, 1950 imports were 275 percent for machinery, 237 percent for petroleum, 
224 percent for vehicles, 194 percent for wool, and 405 percent for timber. 

A balance-of-payments deficit of some $30 million with the dollar area and 
$50 million with the sterling and Western European area must be anticipated over 
fiscal 1951-52. It is this combined deficit of $80 million which needs to be covered 
by foreign assistance if Turkey is to make her contribution to the military and 
economic strength of the free world. For the fiscal year 1952 it appears therefore 
that an allocation of $70 million is the minimum which will permit Turkey to 
maintain and increase her armed strength and supporting economy, even allowing 
for a net drawing of $10 million from the aid pipeline. Of this, a little over half 
is required for direct support of Turkey’s military effort and the balance for its 
indirect support through the carrying forward of a minimum economic develop- 
ment program and the purchase of a small amount of essential consumption items. 

United States assistance has had and will have tremendously useful byproducts 
through the generation of counterpart funds. Of the local currency generated by 
United States grant aid during the fiscal year 1951 and that requested for 1952, 
it is planned that a major portion will be used for the direct support of the military 
effort over and above the very large effort which has already been maintained 
ever since 1948. These local currency proceeds will permit the undertaking of 
supplemental military programs which, in the opinion of the American Military 
Aid Mission, will make vital increases in the effectiveness of the direct military 
aid supplied to Turkey. The Turkish Government has eagerly accepted the 
desirability of these supplemental programs but has felt that unless these local 
currency proceeds could be made available, it would be impossible to undertake 
them without seriously endangering the country’s financial stability. 

The balance of these local currency funds are being and would be used to 


finance the manufacture of the limited line of light armaments which can to a 
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certain extent be produced in Turkey; for increasing the production of such 
strategic materials as chrome, copper, and sulfur; for the care and resettlement of 
the 250,000 Turkish refugees from Bulgaria; for the development of production 
of food, fuel, and power, and the purchase of transportation equipment. These 
expenditures will strengthen Turkey’s own economy and help to counter the 
threat to her financial integrity inherent in the world inflationary situation and 
the heavy military burdens which she is carrying. .They will also increase the 
production and export of vital raw materials such as coal, steel, and cotton, and 
significantly augment the supplies available to the west. 

Continued economic assistance to Turkey on the scale requested will (a) cover 
the additional foreign exchange requirements imposed by her military effort, 
(b) carry forward a program for a rapid increase of agricultural and basic and 
strategic material productions, (c) prevent the already low standard of living 
from dropping to a point where the defense effort and national capacity to resist 
might well be weakened. The United States will thus enable one of the staunchest 
allies of the free world to contribute with ever greater effectiveness to the cause 
to which she is dedicated 


NIGHT SESSION 


The committee met in the House Foreign Affairs Committee room, 
the Capitol, at 7:30 p. m., Hon. Thomas S$. Gordon (acting chairman) 
presiding. 

Mr. Gorpon (presiding). The committee will come to order. 

We have Congressman Meader here. I understand you have a 
statement, or did you want to relate your views on this bill? 

Mr. Meaper. I have a statement I would like to make. 

Mr. Gorpon Would you like to read it or insert it in the record? 

Mr. Mraper. I would like to read the statement if there is time. 

Mr. Gorpvon You may do so. 

Mr. Mansrie.p. This committee is going to be up and down all 
the time because of the roll call on the Defense’ Production Act, and 
I understand you have a party from Detroit, the Chamber of Com- 
merce, I believe? 

Mr. Meaper. Yes. 

Mr. Mansrievp. I think you ought to keep that in mind. 

Mr. Meaper. Fine. I have copies of the statement. I will be 
glad to summarize it briefly. 

Mr. Gorpon. Yes, that will be all right. I think it will be the 
pleasure of the committee to get the high lights of it. 

Mr. Mansrietp. The whole statement will be incorporated in 
the record. 

Mr. Gorpon. That is right. 

Mr. Meraper. I would like also to incorporate the remarks that 
I made on April 23, 1951, on the floor of the House, which I did not 
seek to duplicate in the statement I prepared for this hearing. 

Mr. Gorpon. In addition to your statement, we can put your 
written statement in the record. 

Mr. Meaper. That will be all right. 

Mr. Gorpon. Is that the pleasure of the committee? 

There are no objections. It will be so ordered. 
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STATEMENT OF HON. GEORGE MEADER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MICHIGAN 


Mr. Meaper. I wish to thank the committee for providing me this 
occasion to present my views on foreign economic aid. 

I previously had written to each member of the committee, enclosing 
a copy of a bill I introduced on April 23, 1951, which was referred to 
this committee, and a reprint of the remarks I made on that occasion. 
I did this so that the committee could be familiar with the approach 
and suggestions I wish to offer with respect to the means whereby the 
American people can contribute to the development of underdeveloped 
areas. 

I do not wish to repeat the arguments I have advanced in my speech, 
but I believe it might be useful to include those remarks in the record 
of this hearing. It is my position that our Government should do all 
it can to enable the American people, individually and through busi- 
ness organizations, to make a maximum contribution to the develop- 
ment of the natural resources of underdeveloped areas. This should 
be done in addition te, and in conjunction with, any financial aid 
provided to foreign governments or their nationals by the American 
Government out of public funds. It should be for the mutual benefit 
of the inhabitants of those areas and those providing the capital and 
know-how necessary to such development. 

It is my conviction that the contribution of private capital to the 
development of the natural resources of underdeveloped areas has 
not been greater because foreign investments are attended by un- 
natural political and economic risks not encountered in investments 
within the United States. Our Government has failed to do many 
things it could do to encourage private investors in this country as 
well as investors in other free enterprise countries, to engage in the 
pioneering task of developing the underdeveloped areas. 

I do not pose as one who is capable, without further extensive study, 
of suggesting the solution to this problem. It is for that reason that 
I have recommended that a bipartisan commission, composed of repre- 
sentatives of both the executive and legislative branches of the Govern- 
ment, and persons from private life, be established and be entrusted 
with the task of studying the artificial barriers now inhibiting the 
risk-taking, pioneering investment of capital and know-how in under- 
developed areas. I have proposed that this commission recommend 
to the President and to the Congress ways and means of eliminating 
or minimizing those artificial barriers. 

It is extremely important that this committee, in its deliberations 
on foreign-aid programs, clarify its philosophy with respect to the 
balance between governmental expenditure and private investment. 
I would like to state the reasons why I believe the role of the private 
investor in the development of natural resources of underdeveloped 
areas and, perhaps, in areas not regarded as underdeveloped, should 
be accorded greater emphasis than it has in the past, and why this 
committee should give attention to ways and means whereby our 
Government can more effectively contribute to the climate in which 
investment of private capital in foreign areas would flourish. I would 
like to commence my argument in favor of this position by restating 
briefly certain basic propositions on which I do not think there should 
be any disagreement. 
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First: We should recognize that there is today a world philosophical 
contest. On the one side are those who advocate a system of govern- 
ment and a society based upon state ownership of all property and 
state control and direction of the processes of production and distribu- 
tion which is espoused by Russian Communist totalitarianism. On 
the other are those who advocate private ownership of property and 
the management of the processes of production and distribution by 
the people themselves, subject to the control of natural economic 
laws. This philosophy limits governmental regulation and super- 
vision to the objective of providing equality of opportunity to all 
citizens, and preventing overreaching and unfairness in trade prac- 
tices. The United States of America, because of its history, its favor- 
able position geographically, its good fortune in natural resources, 
and its successes in productive methods, is the outstanding exponent 
of this competitive free-enterprise system. 

Second: This philosophical contest embraces both material and 
spiritual considerations. It has been referred to as a cold or ideo- 
logical war and, by some, it has been called religious warfare. 

Third: Our objective in this contest should be to demonstrate, both 
by argument and by performance, that a free economy is superior to 
an economy of enslavement, not only because the means of satisfying 
human wants can be extracted from the resources of nature more 
efficiently, but also because people in a free society enjoy spiritual 
values denied the slave citizens of the police state. 

Fourth: The standard of living of the United States, with respect 
to the quantity and quality of goods and services for the satisfaction 
of human wants and the preservation of the human freedoms guar- 
anteed in our Bill of Rights, is—and has been—a living demonstration 
of the superiority of the free enterprise system. But we have been 
so preoccupied with our own development that we have neglected 
actively to evangelize and export the principles and practices of our 
system to other parts of the world. This we must do if we are to 
succeed in the world-wide contest for the minds of men against the 
fanatical forces of communistic totalitarianism. 

Fifth: It is important that the United States should develop an 
affirmative foreign policy capable of assuming the offensive in this 
ideological ‘contest, which both our Government, the American 
people, and the governments and peoples of other free societies can 
promote with the crusading zeal which can proceed alone from a firm 
and abiding faith in the principles upon which our society is founded. 

Sixth: This philosophical contest is basic and all-important to the 
future of civilization. It may last decades or even centuries, and 
must be won by the forces which favor a free society. Marvelous 
technological developments in transportation, communications and 
warfare have obliterated the natural defenses of a century ago, with 
the inevitable result that the world can no longer survive half slave 
and half free. 

As is frequently the case, I doubt. that among this group there 
should be any disagreement about the soundness of the general prop- 
ositions I have stated. Disagreements are more likely to arise over 
ways and means than over objectives. There probably is not a single 
member of this committee who would take the position that the 
American people ought to be excluded from the task of developing 
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underdeveloped areas through the natural interchange of goods and 
services, and in risk-taking activities in mining, manufacturing, 
transportation, communication, and other similar enterprises. I do 
not believe there is a single member of this committee, and there 
probably is not anyone in the administration—either in the State 
Department or other agencies of the executive branch of the Govern- 
ment—who would openly discourage the investment of American 
capital in foreign areas. 

The question really is: What should our Government do to encour- 
age and assist individuals and business organizations in the investment 
of capital and know-how in underdeveloped areas? 

It is precisely because I believe no comprehensive answer exists, 
either within or outside the Government, at this time, that I recom- 
mend the creation of a Commission to conduct a penetrating study of 
this problem. 

This Commission should consider alternative ways and means of 
enlisting the energy and resources of free peoples everywhere and in 
mobilizing those resources on our side of this ideological contest. 

This Commission should provide a factual foundation for any policies 
and programs it may recommend. It should consult and take testi- 
mony from individuals who, through study or experience, have ac- 
quired knowledge of the obstacles and hazards confronting investors 
in foreign areas, and who may have valuable suggestions on concrete 
and practical measures which could eliminate or minimize such 
hazards. 

This Commission should acquire an exceptionally able staff capable 
of reviewing and appraising the successes and mistakes of the past, 
and forging out specific and workable recommendations. The staff 
and membership of the Commission should be composed of individuals 
who, although fervently devoted to the free-enterprise system, have 
sufficient breadth of character to oppose exploitation, imperialism, and 
private monopolies. 

Any encouragement to investment of private capital in underdevel- 
oped areas may be attacked as American imperialism and dollar 
diplomacy. 

This is a subject which should require the most thoughtful and 
statesmanlike attention of the Commission. President Truman 
warned against this type of aid when he said in his inaugural address: 

“The old imperialism—exploitation for profit—has no place in our 
plans. What we envisage is a program of development based on 
concepts of democratic fair dealing.” 

The Commission ought to study and develop specific workable 
methods whereby governments may: 

1. Prohibit and prevent imperialistic exploitation and monopolistic, 
restrictive trade practices. 

2. Encourage—possibly through incentives, the granting or with- 
holding of assistance, or otherwise—fair and ethical dealing and 
equality of opportunity under free and open competition. 

The best defense against an attack of false propaganda is first to 
be innocent of the charge and, second, to make your intentions so 
plain, both by pronouncement and performance, that the false propa- 
ganda will not convince anyone. There is no way to prevent false 
charges being made. Nor should we be hesitant to embark on this 
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bold new program simply because someone may seek to misconstrue 
our motives. 

In contrast to the fear of being misunderstood for attempting a 
private enterprise program, let me suggest that a foreign government 
might well resent as an infringement upon its sovereignty any owner- 
ship by the United States Government of productive facilities or 
other property in that country, either by fee title or by way of liens. 

A serious question of international law and policy is raised if one 
government engages in proprietary activities within the jurisdiction 
of another sovereignty. Such a condition is avoided, however, when 
such developments are owned by private citizens, because they become 
subject to the sovereignty and the laws of the place in which their 
activities are conducted. 

It is appropriate here to point out and emphasize that I am not 
the one who originated the suggestion that private capital should play 
an important part in the development of the natural resources of 
underdeveloped areas. President Truman, in pointing out that suffer- 
ing could be alleviated through greater production by means of modern 
scientific and industrial methods, obviously contemplated that the 
bulk of the work would be done by private capital when he said, 
“And, in cooperation with other nations, we should foster capital 
investment in areas needing development,” and, again, when he said, 
“Guaranties to the investor must be balanced by guaranties in the 
interest of the people whose resources and whose labor go into these 
developments.” 

The only thing I have suggested which may be new is that a com- 
mission be created to blueprint this bold new program, to breathe life 
and specific meaning into a noble concept, and to shape that program 
in the mold of a free, competitive society. 

I do not find fault with those who are skeptical of the likelihood 
that a commission will successfully attack the problem, that it can 
destroy or even whittle down the obstacles and barriers now holding 
back natural economic forces. There have been good commissions, 
bad commissions, and do-nothing commissions. No one can guarantee 
success beforehand. 

But this committee is now contemplating a program of foreign aid 
in which it is recommended that $8‘ billion of public funds be ex- 
pended in 1 year. Further programs of similar or, perhaps, greater 
proportions may be proposed in the years to come. No one can now 
guarantee that there is a ceiling on this program of fifty, seventy-five 
or a hundred billion dollars, or that it will ever end. 

Surely, when we are dealing with proposals of this magnitude, it 
would be folly to withhold the comparatively paltry sums necessary 
to finance a study which might save billions of public funds through 
discovering that aid can be more effectively provided by the American 
people in profitable, wealth-producing, private undertakings. 

The Hoover Commission cost approximately $2 million. To refuse 
to spend $2 million to save $2 billion is being penny-wise, pound- 
foolish 

However, as I view it, the possible dollar economies in the employ- 
ment of our industrial machine for the development of production 
and distribution in foreign areas are the least of the benefits to be 
expected if the commission should be successful. 
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The most important benefit is the proof to the world that freemen 
in a free economy can better extract from nature’s abundance the 
products necessary for decent living than can a system of organized 
slavery false-labeled as a people’s democracy. 

The opening of new frontiers through this program might also help 
to restore some of the pioneering spirit we have lost in this country as 
our economy has become older and our West has become settled. 

Consideration should be given, also, to the great possibilities for 
better understanding throughout the world which undoubtedly would 
result from the interchange directly between the peoples of this coun- 
try and those of other parts of the world. There would be created ties 
and contacts which would tend to discourage the misunderstandings 
which lead to international conflict. 

The growth of interests and investments in other lands likewise 
would tend te prevent rash actions which might disrupt those interests 
and investments by leading to unfriendly acts between countries. If 
contact between nations is only among their officials and bureaucrats, 
the advantage of contact between the citizens of those countries is 
largely lost. 

There is, too, the value to all nations involved in the creation of new 
wealth. When private endeavor creates value where before there was 
only potential value, the tax base of the countries is broadened, which 
allows for either more and better government activity and service 
because of increased tax revenues, or a lessening of the tax burden on 
the entire economy. 

Unless we have faith in our system of a society of freemen, how can 
we expect other peoples to accept it? Unless we believe in an economy 
which utilizes in the processes of production and distribution the 
energy, the imagination, the courage, the initiative and the industry 
of men and women who are spiritually and economically free, how can 
we expect successfully to advocate such a system in the ideological 
contest which the world faces? How can we hope to oppose the 
sinister spreading system of economic, political and religious bondage 
which promises security and a division of wealth to entice distressed 
human beings into organized slavery? 

I say it is the responsibility of this Government and the responsi- 
bility of this committee to devise ways and means whereby the 
American people, in a voluntary, natural, businesslike way, can do 
their part in the development of the world’s resources and thus con- 
stitute a potent force in the all-important clash between two opposing 
political and economic systems. It is because I am convinced of the 
importance of enlisting and harnessing this force in connection with 
our foreign aid programs that I have made the suggestion contained in 
H. R. 3798. 

I hope this committee will give this proposal, and other proposals 
with a similar objective, its most careful and prayerful consideration. 

I have sought the views of individuals and organizations throughout 
the country who seem to have experience or backgrounds which could 
contribute to the evaluation of my proposal for a study commission 
on the point 4 program. For the information of the committee, I 
have received responses from the following: 


State Department correspondence: 
Mr. Jack K. McFall, Assistant Secretary 
Mr. Dean Rusk, Assistant Secretary 
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< _— A. Rockefeller, Chairman, International Development Advisory 
oar 
Committee on the Present Danger: 
Mr. Tracy 8. Voorhees, Washington, D. C. 
Mr. W. L. Clayton, Houston, Tex. 
Mr. Julius Ochs Adler, New York Times 
Mr. W. W. Waymack, Adel, Iowa 
Dean Paul H. Appleby, Maxwell Graduate School of Syracuse University 
Mr. William Green, president, American Federation of Labor 
Mr. Charles Weyand, executive assistant, Nash-Kelvinator Corp. 
Mr. Fred A. Compton, vice president, Detroit Edison Co. 
Mr. George L. Ridgeway, director of economic research, International Business 
Machines Corp. 
Mr. Elliott V. Bell, McGraw-Hill Publishing Co., Inc. 
Mr. Gunther R. Lessing, Walt Disney Productions, Burbank, Calif. 
Mr. George Romney, vice president, Nash-Kelvinator, Detroit, Mich. 
Mr. John 8. Coleman, president, Burroughs Adding Machine Co., Detroit, Mich. 
Mr. Earl Bunting, managing director, National Association of Manufacturers, 
New York City 
Mr. Walter Lingle, Jr., the Procter & Gamble Co., Cincinnati, Ohio. 
= ae D. Thomas, High Commissioner, Trust Territory of the Pacific 
slands. 
Attorney James M. Tunnel, Georgetown, Del. 
Mr. Chester Bowles, Essex, Conn. 
Mr. Spruille Braden, former State Department official, New York City. 
Mr. Maury Maverick, San Antonio, Tex. 
Mr. Taylor Cole, managing editor of the American Political Science Review. 
Dr. Harold D. Lasswell, Yale University School of Law. 
Mr. Albert B. Corey, State historian, University of the State of New York. 
Dr. James K. Pollock, chairman, department of political science, University of 
Michigan. 
Prof. Myres 8. McDougal, Yale University Law School. 
Mr. Barry Bingham, the Courier-Journal, the Louisville Times, Louisville, Ky. 
Mr. Stewart Alsop, Washington, D. C. 
Mr. Edward R. Murrow, New York City. 
Editorials: 
Representative Meader’s Plan, Jackson Citizen Patriot, Jackson, Mich. 
A Bill To Get Facts on Point 4, Detroit Free Press, Detroit, Mich. 
Point 4 Dangers, Rochester Democrat and Chronicle, Rochester, N. Y. 
Handling of Point 4 Can Be Done Sensibly, Saginaw News, Saginaw, Mich. 
Free Enterprise for Point 4, Nashville Banner, Nashville, Tenn. 
Point 4 Application, Saginaw News, Saginaw, Mich. 
Mr. Herbert M. Hadley, secretary, the Friends Meeting of Washington 
Mr. John Anson Ford, Los Angeles, Calif. 
Mrs. Henry G. Leach, New York. 
Attorney Herbert 8. Little, Seattle, Wash. 
Attorney Michael Francis Doyle, Philadelphia, Pa. 
Mr. E. 8. Hartwick, Los Angeles, Calif. 
Mr. Norris O. Johnson, economist, New York City. 
Mr. H. N. Mallon, Dallas, Tex. 





[Congressional Record] 
An AFFIRMATIVE AMERICAN ForREIGN Po.icy 


(Speech of Hon. George Meader, of Michigan, in the House of Representatives, 
Monday, April 23, 1951) 


Mr. Meaper. Mr. Speaker, I have today introduced a bill to create a bipartisan 
Commission On Aid to Underdeveloped Areas. I propose this measure as a concrete 
step to advance the cause of self-government through free democratic principles 
onl institutions. I hope this bill will receive the enthusiastic support of both 
Republican and Democratic Senators and Representatives. 

Briefly described, the bill would establish a bipartisan Commission, patterned 
after the Hoover Commission, charged with the duty of studying and identifying 
the artificial barriers now inhibiting the natural economic forees, which would 
develop resources of the underdeveloped areas of the world, and recommending 
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to the President and to the Congress ways and means of eliminating or minimizing 
those artificial barriers. 

If this Commission should sueceed in its task, and if our Government, in 
concert with like-minded democratic governments, would proceed to apply the 
results of the Commission’s study in actual practice, the forces of freedom and 
self-government could assume the offensive in the world-wide combat with the 
ideology of totalitarianism and slavery. Our Government, in leading this move- 
ment among the nations of the earth, would then supplant the negative, defensive 
policy of containment by a vital, kinetic, affirmative foreign policy. 

I bespeak the support of my Democratic colleagues. This program is one upon 
which all Americans can, and should, agree. It transcends partisan tenets or 
considerations. It is founded upon the basic concepts of tne freedom and dignity 
of individual man which are the very core of American democracy. Neither the 
Democratic Party nor the Republican Party has dared, or will dare, to abjure 
these basic, sacred principles. 

But, for another reason my Democratic friends should assist in activating this 
program. Their leader, President Truman, in the address inaugurating his 
current term 2 years ago, espoused the objective which can be effectively achieved 
through the course I now advocate. 

As a Republican, I can find no basis for quarrel with the objective, or with 
the phraseology in which it is expressed, in that passage of the inaugural address 
which advocated the development of underdeveloped areas. With the spirit 
and with the terms of that passage I am in complete and enthusiastic agree- 
ment. I regard that pronouncement as a remarkable expression of the redoubt- 
able pioneering intrepidity which is the spirit and the heritage of the American 
Nation. 

I would like to reread to you this passage. [I invite each of you to test each 
phrase and the whole passage against his individual belief in our democratic 
society and its governmental pillars of freedom and self-expression. Tell me any 
part to which you cannot wholeheartedly subscribe. This passage reads as 
follows: 

“Fourth, we must embark on a bold new program for niaking the benefits of our 
scientific advances and industrial progress available for the improvement and 
growth of underdeveloped areas. 

“More than half the people of the world are living in conditions approaching 
misery. Their food is inadequate. They are victims of disease. Their economic 
life is primitive and stagnant. Their poverty is a handicap and a threat, both 
to them and to more prosperous areas. 

“For the first time in history, humanity possesses the knowledge and the skill to 
relieve the suffering of these people. 

“The United States is preeminent among nations in the development of indus- 
trial and scientific techniques. The material resources which we can afford to use 
for the assistance of other peoples are limited. But our imponderable resources 
in technical knowledge are constantly growing and are inexhaustible. 

“T believe that we should make available to peace-loving peoples the benefiis 
of our store of technical knowledge in order to help them realize their aspirations 
for a better life. And, in cooperation with other nations, we should foster capital 
investment in areas needing development. 

“Our aim should be to help the free peoples of the world, through their own ef- 
forts, to produce more food, more clothing, more materials for housing, and more 
mechanical power to lighten their burdens. 

“We invite other countries to pool their technological resources in this under- 
taking. Their contributions will be warmly welcomed. This should be a coop- 
erative enterprise in which all nations work together through the United Nations 
and its specialized agencies whenever practicable. It must be a world-wide effort 
for the achievement of peace, plenty, and freedom. 

“With the cooperation of business, private capital, agriculture, and labor in 
this country, this program can greatly increase the industrial activity in other 
nations and can raise substantially their standards of living. 

“Such new economic developments must be devised and controlled to benefit 
the peoples of the areas in which they are established. Guaranties to the investor 
must be balanced by guaranties in the interest of the people whose resources and 
whose labor go into these developments. { 

“The old imperialism—exploitation for foreign profit-—has no place in our plans. 
What we envisage is a program of development based on the concepts of demo- 
cratic fair dealing. 4 

“All countries, including our own, will greatly benefit from a constructive 
program for the better use of the world’s human and natural resources. Experi- 
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ence shows that our commerce with other countries expands as they progress 
industrially and economically. 

“Greater production is the key to prosperity and peace. And the key to greater 
production is a wider and more vigorous application of modern scientific and 
technical knowledge. 

“Only by helping the least fortunate of its members to help themselves can the 
human family achieve the decent, satisfying life that is the right of all people. 

“Democracy alone can supply the vitalizing force to stir the peoples of the world 
into triumphant action, not only against their human oppressors, but also against 
their ancient enemies—hunger, misery, and despair. 

“On the basis of these four major courses of action we hope to help create the 
conditions that will lead eventually to personal freedom and happiness for all 
mankind. 

“If we are to be successful in carrying out these policies, it is clear that we must 
have continued prosperity in this country and we must keep ourselves strong.’’ 

The bold new program described in the inaugural address which I have just 

sad has, I believe, merits and advantages which were vot brought out by the 
President. Nor have I seen the advantages I have in mind mentioned in the 
rather voluminous literature on the so-called point 4 program. I think it would 
be helpful to the consideration of the proposed legislation I have introduced to 
consider briefly what some of these advantages are. 

As I interpret the inaugural address, the primary philosophy of the bold new 
program is humanitarian and philanthropic. It is based upen the proposition 
that the suffering, malnutrition, and misery in the world can be alleviated through 
the adoption of American techniques of production, and that the good will the 
people of this Nation hold toward the other peoples of the world ought to be 
expressed by doing what we can to alleviate misery. It also is suggested that, 
because marvelous developments in transportation have shrunk the world and 
brought us into closer contact with our neighbors, the improvement of their lot 
will redound to the benefit of our people. 

I desire to associate myself with this philosophy. But beyond this mere 
humanitarian motive, the successful execution of this bold new program in the 
American spirit of free individual enterprise and initiative will have other far- 
reaching consequences of a beneficial nature. 

I assert that, if the program is successful in the spirit in which it was conceived, 
it will minimize the causes and dangers of war, and it will promote stability in 
economic relationships between peoples in a world society based upon freedom of 
the individual and the proposition that governments are instituted for the benefit 
of the governed. 

There is not time here to develop fully the advantages I have just stated. 
I think it is necessary only to suggest that, historically, the imperialistic ag- 
gressor has expanded his rule first against the weak and the unprepared. I think 
it is not inaccurate to say that the underdeveloped areas are vacuum areas into 
which the force of ambitious and ruthless power has a natura! tendency to rush. 
To the extent that such vacuum areas are strengthened, become more inde- 
pendent, and develop national pride and consciousness, as well as a higher stand- 
ard of living, to that extent will the dangers of their being overrun by a con- 
queror diminish. 

The advantaze to us of the establishment of an economy based upon individual 
enterprise in other parts of the world should likewise be apparent. The level 
of civilization, as we know it today, is directly dependent upon the extent to 
which there is specia.ization in production and exchange of goods and services. 
Exchange between a free economy and a controlled economy is difficult—one 
might say wholly impossible—without an adaptation of one system to the other in 
some form of compromise. For us in a free, competitive economy to deal with 
a totalitarian state proprietary economy would ultimately involve the establish- 
ment of a mechanism through which we could bargain on equal terms with a state 
monopoly. 

An even greater advantage in the bold new program which I have not seen 
effectively expounded is that, if the aid to underdeveloned areas is carried out in 
the American spirit of enterprise, it will shift the offensive to the free democratic 
peoples in the ideological combat with totalitarianism. It will permit us and 
associated nations to demonstrate by performance the economic advantages of 
the-free enterprise system. One ounce of action will outweigh tons of oratory and 
propaganda. 

It is important that we should assure the offensive in the ideological combat 
with Communist totalitarianism. The weakness of our defensive policy of con- 
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tainment of Russian communism is that we can never win while we are on the 
defensive. It leaves the initiative in the hands of our opponent and requires us to 
be prepared to meet his next moves on a hundred fronts. No football team ever 
made a touchdown with the ball in the other team’s possession. 

Having stated my belief in the importance of the bold new program to aid 
underdeveloped areas in the American way, I would like to explain in somewhat 
greater detail the character of the Commission I propose to establish, and the 
reasons why I think that this task should be undertaken by a new Commission, 
rather than by any existing agency in the executive branch of the Government, or 
by a congressional committee or committees. 

First of all, let me say the Commission would be a study commission, not an 
operating commission. It may be desirable later on to have a commission charged 
with certain responsibilities in carrying out any national program developed as a 
result of the study to be made. However, at this stage, it seems to me we first 
ought to find out what our policy should be and postpone until the completion 
of that task the creation of any agencies to carry it out. It is getting the cart 
before the horse to create an operating commission before we have decided what 
ought to be done. 

Second. The Commission is a bipartisan commission. A program of this 
character cannot be successful unless it is enthusiastically supported by both 
political parties and by the people of the country who do not identify themselves 
with either political party. 

Third. The Commission is provided with fact-finding powers. Unless a study 
is made which penetrates below the surface of emotional generalities, I have little 
faith that anything worth while will be accomplished. To be successful, we must 
get down to the bedrock of hard fact. Accordingly, the Commission I propose 
would have not only the subpena power, but the right of call on the Government 
departments and agencies. 

Furthermore, the hearings, the studies, and the reports of the Commission 
should, so far as possible, be conducted publicly so that the program, as it is 
developed, will be completely understood by the American people. Without such 
understanding, we would be likely to fail in securing the enthusiastic support of 
the people, without which the program as I visualize it could not be successful. 

Fourth. The Commission would be freed from some of the standing limitations 
upon employment of staff personnel, and from some of the restrictions which 
might disqualify outstanding persons from serving on the Commission. This is 
necessary if we are to be able to call upon the best minds in the country for assist- 
ance in working out this program. Unless we enlist the most statesmanlike and 
most informed persons, the program has little chance of success. This point 
cannot be overemphasized. 

Creating a Commission is only the first step. The caliber of the membership 
and staff of that Commission will determine the worth of the program that is 
produced. 

I say it is conclusively established that no agency or department of the executive 
branch of the Government is capable of blueprinting this bold new program. The 
fact is that there has been no inhibition on such agencies and departments in the 
past from proposing and, indeed, from earrying into effect any of the steps which 
will be necessary if the underdeveloped areas are to be developed through the 
force of American initiative and enterprise. 

A congressional committee might well conduct the study contemplated by the 
proposal I have made. However, I have seen no evidence of the development of 
the congressional investigative function to the point where we might expect that 
a congressional committee could successfully attack the problem here involved. 

Congress has been, in my judgment, altogether too niggardly in the appropri- 
ation of funds for studies and investigations which would adequately inform it of 
the facts of a problem as a foundation for national poliev. 

Be that as it may, I believe there is another and, perhaps, more cogent reason 
for entrusting this task to a Commission in which private citizens would have 
representation. 

The voluntary and enthusiastic support of our entire national economy is a 
prerequisite to the accomplishment of anv significant progress toward the Presi- 
dent’s goal. The American people should have a part in formulating a program 
in which the vigor of their voluntary action will determine success or failure. I 
can think of no way in which they can participate directly except by the creation 
of a new commission on which the general public is represented. 

Furthermore, the best minds that can be assembled, both in Government and 
in private life, will be needed to discover and to remove the underlying obstacles 
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now restraining the free operation of natural economic forces which ean develop 
underdeveloped areas and create the abundance potentially existing in the world’s 
natural resources. 

I have prepared a tentative agenda of the problems which appear to me as the 
principal fields of inquiry in which the Commission ought to engage. There may 
be others equally as important which can be suggested by persons having a more 
intimate knowledge of international trade, of international investment, and inter- 
national political problems than I possess. Furthermore, as the Commission 
engages in its studies, new problems may well develop. 

his agenda is advanced, not as a comprehensive and complete one, but as a 
suggestion of the type of problem which ought to be solved, or the type of pro- 
grams which ought to be considered and recommended. : 

The agenda is as follows: 

First. Formulation of a plan to provide against expropriation of property of 
non-nationals without fair compensation, and a plan to eliminate double taxation. 

Second. Facilitation of the exchange of currencies to permit conversion into 
dollars of capital and profits from capital invested in underdeveloped areas. 

Third. Formulation of measures to promote and maintain free and equal 
opportunity for private business enterprises and to prevent monopolies and re- 
strictive trade practices in international commerce. 

Fourth. Correlation of the work of existing programs and agencies with the 
same or similar purpose, such as: The European Recovery Program, the Export- 
Import Bank, the International Bank and Monetary Fund, United Nations 
agencies and other international organizations, and scientific, educational, and 
cultural exchange programs. 

Fifth. Formulation of projects and enterprises for private capital in mining, 
agriculture, transportation, finance, communications, etc., most likely to aid 
particular underdeveloped areas and to be profitable ventures for those under- 
taking them; means for providing a continuing informational service of facts and 
statistics useful to prospective investors. 

Sixth. Formulation of self-liquidating international public works projects, 
to be jointly financed and managed, calculated to aid international trade and com- 
merce. An international commission proposed the construction of the inter- 
American highway in central America on such a basis, but its plan has not been 
followed. 

The Point 4 proposal will be significant only if it utilizes natural economic 
forces in developing backward areas for the mutual benefit of the occupants of 
such areas and those supplying the energy, enterprise, capital, and know-how 
making such development possible. 

Government aid for this program, on a purely charitable basis, would be likely 
to be temporary and superficial. Government investment in speculative foreign 
enterprises would be contrary to our traditions and out of harmony with our free- 
enterprise system. Expanded trade and commerce between citizens would in- 
crease wealth and broaden the base of Government revenue while Government 
investment could be financed only through further taxation of an already over- 
burdened national economy. Private enterprise can do this type of job better 
than Government bureaucracy. 

It follows that the bulk of such development activity must be borne by private 
citizens and private capital, with the role of governments confined to the preven- 
tion of overreaching and discrimination; to the creation of an atmosphere favorable 
to the investment of private capital; and, in appropriate cases, the encouragement 
of worth-while projects by loans or subsidies or by participating directly or in- 
directly in self-liquidating international public works. 

The greatest merit in the President’s proposal lies in the possibility of proving 
to the world by performance, instead of mere abstract reasoning, that the way 
of life based upon the dignity of the individual and the utilization of the natural 
desire of the free man to improve his lot is sounder than a system of state-planned 
control of slave-citizens and state ownership and direction of the processes of 
production and distribution. In this light, Point 4 takes the offensive in the 
ideological battle with communism. It becomes a positive program. 

Just as the United States miraculously outstripped state-controlled economies 
in war production in World War II by calling upon the immense store of energy 
and initiative residing in a free people, we can demonstrate the superiority of 
the free enterprise system over state-ownership and management in developing 
the world’s natural resources for the benefit of its people. 

It follows that the success of the Point 4 program will depend upon the enthu- 
siasm of the American people in the same way that their patriotic and aroused 
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performance in World War II made our victory possible. A plan evolved in the 
secret recesses of Government bureaus, no matter how ably designed or how 
skillfully propagandized, will not serve to enlist widespread confidence and sup- 
port of the people in a program from the formulation of which they have been 
excluded. 

The problems requiring solution before the Point 4 program can enjoy any 
substantial measure of success are difficult and basic. They have defied solution 
thus far in history. They will not be solved unless we bring to bear upon them 
our ablest minds both in publie and private life. They will not be solved unless, 
in a spirit of open-mindedness and absence of personal special interest, we seek 
the true, basic facts and shed any unsound past concepts and positions. Agencies 
clothed in the errors of the past would be unlikely to discover their own unsound 
commitments. They would be less likely to discard them if discovered. 

The scope of the subject matter is so broad as to exceed the jurisdiction of any 
one executive department or bureau. Legislation and appropriations may be 
required. The voluntary and enthusiastic cooperation of all segments of industry, 
finance, agriculture, and our general national economy will be essential. 

It is doubtful that an informal committee drawn exclusively from the bu- 
reaus and departments, with no statutory standing, would possess the power 
and the prestige necessary to the formulation of a “bold new program’’ and the 
enlistment of public support in its execution. Past performance of committees 
of executive agencies supports this conclusion. 

Public hearings of the Commission, properly prepared and conducted, would 
provide great impetus to the program in educating the American public in the 
advantages and characteristics of the program, in taking advantage of a dem- 
ocratic forum for the presentation of conflicting news dn objectives and methods: 
in generating confidence in the-program as the result of the assurance that it is 
being developed openly and with the full participation of the public; and in allaving 
any possible fears of the rest of the world that the program is one of imperialistic 
domination and exploitation, which so frequently have characterized foreign 
economic operations in the past. 

The foregoing seem to be the foremost considerations indicating the establish- 
ment of a commission as the most logical and practical method of translating a 
noble concept into a specific policy and program. 

Of course, the creation of a commission with adequate power would be no more 
than a starting point. The ealiber of the members of the Commission and the 
caliber of its staff would determine the quality of the performance in discharging 
the difficult task entrusted in it. It must be assumed that the appointive authori- 
ties would select able and patriotic individuals to serve in an enterprise of this 
magnitude. 

Whatever we may think of the specific reeommendations of the Hoover Com- 
mission, it should be universally conceded that that Commission and its task 
forces have forthrightly dug beneath the surface of the problems of the organiza- 
tion of the executive branch of the Government and have made basic and cou- 
rageous recommendations in spite of vested interests in the status quo. No 
executive agency, or committee of agencies, could have acted with equal inde- 
pendence, speed, and incisiveness. 

If formulas can be found which will stimulate the investment of private cap- 
ital in backward areas and eliminate many of the political obstacles and risks 
now restraining the export of capital, we will find that a major step has been 
taken toward the creation of that flexible but stable economic and political order 
among all nations which will permit the search for material and spiritual hap- 
piness by free citizens in an atmosphere of free enterprise. 

We will find that the causes of wars have been effectively minimized and that 
the general level of civilization has been substantially advanced through permit- 
ting the natural economic forces of specialization and exchange to work, free 
from artificial restriction. 

Having outlined the nature and purpose of the proposa] I have made, I think 
it will be helpful if I warn against certain misunderstandings which might con- 
ceivably arise. I will do this by saving what this program is not. 

First. This program is not a substitute for any existing national policy. It isa 
new program, and, while it may make unnecessary certain existing agencies, it 
should be considered on its own merits and not as a replacement of any existing 
programs. 

At this point it would be appropriate to analyze and comment upon the present 
so-called Point 4 program which has been in existence for the past 2 years and 
concerning which plans for expansion are under consideration. 
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The Point 4 program, as actually administered, has involved the expenditure 
ofypublic funds on the order of $35,000,000 for the past fiscal year. It has amount- 
ed to little more than a technical-assistance program, aiding other governments 
in bettering the lot of their citizens through improved sanitation and public- 
health services and agricultural methods. 

If the money is efficiently and economically expended, it undoubtedly will 
have some benefit to the countries which are the recipients of this American gen- 
erasity. However, it seems to me, aid programs of this character, financed by 
the American taxpayer and managed by the Federal bureaus, can accomplish only 
ajvery small fraction of what can be done in achieving the development of under- 
developed areas, thus raising living standards through employing the uniquely 
successful American principles and techniques of the free-enterprise system . 

This program can in no sense be regarded as in conflict with our immediate 
need to defend ourselves against Communist military aggression. When we 
have strengthened the weak spots in the world and affiliated them with the free- 
enterprise system, we will have rendered our own defense stronger and less bur- 
densome. Until that time we must press forward with sound programs for our 
defense with all the vigor’and intelligence we possess, 

To summarize, it is my view that the Government should seek to create the 
climate in which private enterprise can do the job of developing natural resources; 
that Government should police the activities of individuals and corporations so as 
to prevent overreaching, exploitation and monopolistic, restrictive trade practices 
and so as to insure equality and fair dealing in free and open competition; that 
Government, in providing statistical and scientific information, and possibly 
financial assistance, to all on equal terms, can assist and encourage the flow of 
private capital into the work of developing natural resources and other fields of 
manufacturing and trade; that Government can appropriately promote self- 
liquidating international public works as aids to production and commerce. 
The Government should not engage in proprietary undertakings nor make ex- 
tensive grants or loans of public funds in private economic activities either to 
foreign governments or their nationals. 

Let us reaffirm our faith in the economic and political philosophy upon which 
this Republic wasfounded. Let us believe that the liberation of the forces of the 
human soul which conquered our own wilderness and harnessed the forces of 
nature for the benefit of ourselves and our posterity can likewise be employed for 
the benefit of peoples who, only now, are emerging from the shackles of feudalism 
and slavery. Let us act in that faith. With humility, and anxious to absorb 
the many advantages of the cultures of the peoples whose material lot is less 
pleasant than ours, let us offer to contribute the pioneering, courageous, enter 
prising spirit which is our inheritance. But let it be the voluntary and spon- 
taneous contribution of the American people in a self-sustaining, mutually bene- 
ficial economic movement. Let us not admit decadence and impotence in the 
free-enterprise system through engaging in state-owned, tax-supported proprietary 
activities reminiscent of the totalitarian socialism we abhor. 

Mr. Speaker, I ask unanimous consent that there may be printed in the Record 
at this point the bill I have introduced providing for the establishment of a Com- 
mission on Aid to Underdeveloped Foreign Areas. 

The SPEAKER pro tempore: (Mr. Priest). Is there objection to the request of 
the gentleman from Michigan? 

There was no objection. 

The matter referred to follows: 


“4 BILL For the establishment of a Commission on Aid to Underdeveloped Foreign Areas 


** Be it enacted, etc.— 
““BSTABLISHMENT OF COMMISSION ON AID TO UNDERDEVELOPED FOREIGN AREAS 


“Section 1. To assist in carrying out the purposes of the act for International 
Development, approved June 5, 1950, there is hereby established a bipartisan 
commission to be known as the Commission on Aid to Underdeveloped Foreign 
Areas (in this act referred to as the ‘Commission’). 


“MEMBERSHIP OF THE COMMISSION 


“Sec. 2. (a) Number and appointment: The Commission’shall be composed of 


14 members as follows: F . 
“(1) Ten appointed by the President of the United States,"four from the ex- 
ecutive branch of the Government and six from private life; 
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“(2) Two Members of the Senate appointed by the Vice President; and 

“(3) Two Members of the House of Representatives appointed by the Speaker. 

“(b) Political affiliation: Of each class of members, not more than one-half 
shall be from each of the two major political parties. 

“(ce) Vacancies: Any vacancy in the Commission shall not affect its powers, 
but shall be filled in the same manner in which the original appointment was made. 


“ORGANIZATION OF THE COMMISSION 


“Sec. 3. The Commission shall elect a chairman and a Vice Chairman from 
among its members. 
“QUORUM 


“Sec. 4. Eight members of the Commission shall constitute a quorum. 


“COMPENSATION OF MEMBERS OF THE COMMISSION 


“Sec. 5. (a) Members of Congress: Members of Congress who are members 
of the Commission shall serve without compensation in addition to that received 
for their services as Members of Congress; but they shall be reimbursed for travel, 
subsistence, and other necessary expenses incurred by them in the performance of 
the duties vested in the Commission. 

““(b) Members from the executive branch: The members of the Commission 
who are in the executive branch of the Government shall each receive the com- 
pensation which he would receive if he were not a member of the Commission, 
plus such additional compensation, if any, as is necessary to make his aggregate 
salary $12,500; and they shall be reimbursed for travel, subsistence, and other 
necessary expenses incurred by them in the performance of the duties vested 
in the Commission. 

““(e) Members from private life: The members from private life shall each 
receive $50 per diem when engaged in the performance of duties vested in the 
Commission, plus reimbursement for travel, subsistence, and other necessary 
expenses incurred by them in the performance of such duties. 


“STAFF OF THE COMMISSION 


“Sec. 6. The Commission shall have the power to appoint and fix the com- 
pensation of such personnel as it deems advisable, without regard to the provisions 
of the civil service laws and the Classification Act of 1949, as amended. 


“CERTAIN LAWS INAPPLICABLE TO COMMISSION AND ITS STAFF 


“Suc. 7. The service of any person as a member of the Commission, the service 
of any other person with the Commission, and the employment of any person by 
the Commission, shall not be considered as service or employment bringing such 

rson within the provisions of sections 281, 283, or 284 of title 18 of the United 
States Code, or of any other Federal law imposing restrictions, requirements, or 
penalties in relation to the employment of persons, the performance of services, 
or the payment or receipt of compensation in connection with any claim, proceed- 
ing, or matter involving the United States. 


“EXPENSES OF THE COMMISSION 


“Sec. 8. There is hereby authorized to be appropriated, out of any money in 
the Treasury not otherwise appropriated, so much as may be necessary to carry out 
the provisions of this act. 


“DUTIES OF THE COMMISSION 


“Sec. 9. (a) Investigation: The Commission shall study and investigate the 
problem of aiding underdeveloped foreign areas and shall formulate and recommend 
to the President and the Congress specific programs for carrying out the purposes 
of the Act for International Development. 

“(b) Reports: The Commission shall report to the President and to the 
Congress from time to time the results of its study and investigation, together 
with such recommendations as it deems advisable. 
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“POWERS OF THE COMMISSION 


“Sec. 10. (a) Committees: The Commission may create such committees 
of its members with such powers and duties as may be delegated thereto. 

“(b) Hearings and sessions: The Commission, or any committee thereof, may, 
for the purpose of carrying out the provisions of this act, hold such hearings and 
sit and act at such times and places, and take such testimony, as the Commission 
or such committee may deem advisable. Any member of the Commission may 
administer oaths or affirmations to witnesses appearing before the Commission 
or before any committee thereof. 

“(¢) Obtaining official data: The Commission, or any committee thereof, is 
authorized to secure directly from any executive department, bureau, agency, 
board, commission, office, independent establishment, or instrumentality in- 
formation, suggestions, estimates, and statistics for the purposes of this act; 
and each such department, bureau, agency, board, commission, office, establish- 
ment, or instrumentality is authorized and directed to furnish such information, 
suggestion, estimates, and statistics directly to the Commission, or any committee 
thereof, pon request made by the Chairman or Vice Chairman of the Commission 
or of the committee concerned. 

““(d) Subpena power: The Commission, or any committee thereof, shall have 
power to require by subpena or otherwise the attendance of witnesses and 
the production of books, papers, and documents; to administer oaths; to take 
testimony; to have printing and binding done; and to make such expenditures 
as it deems advisable within the amount appropriated therefor. Subpenas 
shall be issued under the signature of the Chairman or Vice Chairman of the 
Commission or committee and shall be served by any person designated by them. 
The provisions of sections 102 to 104, inclusive, of the Revised Statutes (U.S. C., 
title 2, secs. 192-194) shall apply in the case of any failure of any witness to 
comply with any subpena or to testify when summoned under authority of this 
section. 

Mr. Smitu of Wisconsin. Mr. Speaker, will the gentleman yield? 

Mr Meaper. I am glad to yield to the gentleman from Wisconsin. 

Mr. Smitu of Wisconsin. Mr. Speaker, I want to say to the gentleman from 
Michigan that he has made a most comprehensive statement on the Point 4 
program. I have been somewhat concerned about the approach we have been 
making to the program, because it had seemed to me that we were getting too 
much government into this picture, and I was much impressed by the gentleman’s 
statements regarding the point where private initiative should enter. I think 
there are those who today are sponsoring the Point 4 program who feel that all 
of these investments should be made by the Government; that it is purely a 
Government operation; that at no time is there any place for the private profit 
motive to enter, that all of that is beside the point. I have been led to believe 
that the program as it is now constituted would result in the imposition of state 
socialism upon these backward areas. Now, if we can develop a program through 
such a commission as the gentleman suggests, I for one would like to associate 
myself with the gentleman in that movement. I am just wondering if the gen- 
tleman feels that we have already passed the point in view of our present studies 
where this might need a little more assistance and where the Congress of the 
United States ought to have something to say about the program. I am afraid 
we are having nothing to say about it except to appropriate the money. 

Mr. Meaper. I appreciate especially the observations of the gentleman 
from Wisconsin, a valuable member of the Foreign Affairs Committee of the 
House. I would only say in reply to the question as to whether it is too late, 
that it is never too late to begin a program if it is a good one. Secondly, I 
appreciate particularly his expression of interest in this particular bill because 
the bill, I understand, has already been referred to the Foreign Affairs Commit- 
tee of the House. If there is to be some difference of opinion about the approach 
between those who believe the private enterprise system can contribute sub- 
stantially, or as I would put it, would perform the great bulk of the job of de- 
veloping underdeveloped areas, and those, as the gentleman suggests, who 
believe it ought to be done by Government under some semisocialistic under- 
taking through grants of public funds, I think it would be very appropriate for 
those having different opinions to thresh out this question of basic policy before 
the committee of which the gentleman is a member. I hope he will be able to 
obtain hearings on the bill which has been referred to his committee. 

Mr. Smiru of Wisconsin. I will be glad to try to make that effort. 

Mr. Meaper. I thank the gentleman. 
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Mr. Meaper. I think I can present my suggestion briefly and 
extemporaneously so that the committee can understand what my 
objective is. 

Mr. Gorpon. Very well, Mr. Meader. You may proceed. 

Mr. Meaper. The purpose of the bill that I introduced on April 23, 
as I explained it at the time, and as I amplified it in the statement 
which has been accepted in the record, is to enlist the aid of private 
enterprise in this country in the job of developing the natural resources 
of the underdeveloped areas of the world. 

I said in the statement at the time I introduced the bill, and again 
repeat it, that I find President Truman’s point 4 program a noble 
objective. I find nothing in that passage of his inaugural address to 
which I can take any exception whatever. 

Incorporated in that passage is the idea that American methods, 
mass-production methods, and other techniques which have so success- 
fully developed the natural resources of the American Continent, can 
very well be employed in the development of the natural resources 
in the underdeveloped areas of the world. I think free enterprise is 
embodied in the concept of the point 4 program. 

Up to the present time, no great effort has been made on the 
part of our Government to encourage that activity of private enter- 
prise and the contribution of private capital to the purpose of develop- 
ing the natural resources of the underdeveloped areas. I believe much 
more could be done than has been done so that the development of the 
natural resources of the underdeveloped areas could be carried on 
through commercial activities by the people themselves as dis- 
tinguished from Government donations on a government-to-govern- 
ment level, or by donations from our Government directly to nationals 
of other governments. 

When I listened to the President’s inaugural address I was impressed 
with the rather unusual picture the Chief of State of the leading 
Nation of the world advancing this proposal seriously as a national 
policy. I thought to myself as I listened to his address that he 
probably did not have the slightest concept of how to go about 
accomplishing that objective. 

It then occurred to me that the next step in a program of this mag- 
nitude would be to attack the problem of what ought to be done. 
It seemed to me that the logical way to attack it would be to assemble 
the best minds that could be found, both in the executive branch of the 
Government, the legislative branch of the Government, and especially 
outstanding men from private enterprise, and to train those minds on 
this problem of how to go about developing the underdeveloped areas 
of the world in the American way, not to ape the totalitarian system, 
with which we are in ideological combat. It seemed to me that if you 
could get together a group of men like that, that you could attack 
some of the hazards that now confront the American businessmen, or 
the businessmen of any other country, who are willing to risk their 
capital and take their own chances in developing the natural resources 
of other parts of the world in the same way that our pioneer fore- 
fathers developed this country. 

Some of there hazards are pretty well recognized: confiscation of 
property without fair compensation, double taxation, the instability 
of currency exchange, restrictive cartel monopolies which prevent 
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free and open competition. There are other similar hazards and 
obstacles to foreign investments. 

It is my thought that this problem should be attacked. If it is 
successfully attacked, then the natural flow of economic forces will 
develop the undeveloped areas of the world by utilizing their natural 
resources far more successfully, far more economically, and far more 
usefully, from a number of points of view, than our Government can 
do it, regardless of the amount of money that the American people 
put up through their Government. 

I would like to say that I don’t see this as an either/or proposition. 
I believe there are some areas in which Government grants to other 
governments are perfectly appropriate. I think particularly where 
it comes to assisting a foreign government in governing a little better 
is one instance where government-to-government aid is applicable. 
Such activities as public sanitation, education, agricultural extension 
services could well be pursued on a mutual cooperative basis between 
our Government and the governments of the undeveloped countries 
in the world. Of course, some governments have hired administrative 
expert assistance at their expense, such as the Millspaugh mission 
to [ran. 

But when it comes to developing mines, or constructing transporta- 
tion facilities, or power developments, or establishing manufacturing 
concerns there, it seems to me, are the appropriate areas into which 
private enterprise should enter. I believe the American industrial 
system has much to contribute to the undeveloped areas of the world on 
a cooperative basis between those who are willing to invest their funds, 
their know-how, and their leadership from this country, or any other 
country of the world, and inhabitants of the area where those natural 
resources exist. I believe the commission I propose could minimize 
or eliminate some of the hazards which presently confront such 
investors. 

What are the returns to be obtained if that result should be 
achieved? First of all, we will have demonstrated by performance 
that a free society can utilize and develop natural resources far better 
than totalitarian regimes could possibly do it under organized slavery, 
and that is what I regard communism to be. We don’t have to do 
it by propaganda alone. Simply by effective performance of the 
mechanical task of utilizing the resources for the happiness of the 
people who reside there can we demonstrate the superiority of free 
enterprise over totalitarianism. It seems to me it is important we 
make that demonstration because I believe we are in a long-range 
contest of political and economic philosophies. 

Some of us heard our contest with communism described the other 
day as religious warfare. I believe it is important that the principles 
of our society be accepted elsewhere in the world. Not just for the 
benefit of the people who live there, but, in part, because in interna- 
tional commerce it is necessary that we trade with the same type of 
economy that we have here. In trading with totalitarian economies, 
free economies would have to develop some kind of combinations in 
order to put themselves in a competitive bargaining position with a 
state monopoly. 

I think the matter of cost also ought to be considered. This pro- 
gram now before this committee is a rather sizable program, even for 
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1 year. I do not think there is anyone who can guarantee how many 
years it will last, or whether it will ever end. If it is possible to expand 
the foreign investment of private enterprise, such expansion can sub- 
stitute in part for what might otherwise have to be done at the expense 
of the taxpayers. We will then not only be cutting down the tax 
burden but at the same time we will be broadening the tax base. 
When private investment develops resources it creates wealth where 
there was nothing except potential wealth existing theretofore. This 
broadened tax base could either provide additional revenue to improve 
the services of Government, or it could be used to reduce the current 
tax burden. 

I feel very strongly about this matter, but I am not sure that I 
haven’t taken as much time as if I had read the statement which I had 
prepared. I came here primarily for the purpose of answering ques- 
tions. I sent to each of the members of the committee, a few days 
ago, a reprint of the speech I made on April 23, 1951. I also asked 
to have everyone furnished with a copy of the statement I prepared 
for this occasion with the thought that I could save the committee’s 
time by letting the committee members know in advance of my views 
and my proposal. 

Mr. Gorpon (presiding). I am more than sure that everybody 
appreciates your appearing here tonight, and I want to thank you for 
your statement. 

I understand that you have with you tonight Mr. Frost, from the 
Detroit Board of Commerce, whom you would like to introduce to 
the committee. 

Are there any questions from the members of Mr. Meader? 

Mr. MaAnsFIELp. I would like to commend Mr. Meader not only 
for his enthusiasm but also the great amount of study that he has put 
into this. I notice he has spoken about this several times on the floor. 
I am sure that I for one and the rest of the committee will give a great 
deal of consideration when it comes to our study of the point 4 in 
the bill. 

Mr. Meaper. Thank you, gentlemen. 

Mr. Cureerrievp. I have not had the chance to study this bill 
as I should have, but I had some occasion to go into it pretty carefully 
today, and I have also read your statement very carefully and I can 
tell you have been doing a great deal of thinking on this matter, and, 
like the rest of us, you are very much worried about this problem. 

Do you think it would be a good idea for this bill of yours to have 
it as an amendment to the pending act, or is it your purpose to have 
it considered separately? 

Mr. Meaper. I do not think it is unrelated, although I haven’t 
seen the act on which you are working. 

Mr. CurperFie_p. | do not mean the act, but the pending foreign- 
aid proposal. 

Mr. Meaper. That is a question of procedure. I do not believe I 
should comment on the proper parliamentary procedure without 
studying the question more intensively. 

Chairman Ricuarps. We all appreciate your-coming in, and appre- 
ciate your viewpoint, and assure you it will be given consideration. 

Mr. Smiru. I am somewhat familiar with Mr. Meader’s views on 
this matter, and was present on the floor when he first made his 
presentation. I want to compliment him again, as I did at that time, 
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on his novel approach, and I think we are all interested in the point 4 
program if we can develop it without boistering socialistic economies. 

On page 2 of your statement you say, in paragraph 3, that— 

Our objective in this contest should be to demonstrate, both by argument and 
by performance, that a free economy is superior to an economy of enslavement, 
not only because the means of satisfying human wants can be extracted from the 
resources of nature more efficiently, but also because people in a free society enjoy 
spiritual values denied the slave citizens of the police state. 

I think that is a powerful statement, and it seems to me that we in 
this country have demonstrated that very principle, and as we look 
about Europe we find that in both England and France, and some of 
the other countries, they are bedeviled by the fact that there is too 
much socialism, that the incentives have been removed from a free 
society. Once you remove the incentives you just become the slaves 
of the state. 

I will be glad to join with you in any way that I possibly can in 
attempting to incorporate your ideas either in the bill which we now 
have before us, or by separate legislation. 

Do I understand you have a bill pending in our committee? 

Mr. Meaper. Yes; House Resolution 3798. 

Incidentally, I submitted this proposal to a great many people and 
invited their comment. I have here correspondence analyzing and 
commenting on my proposal, as is shown at the end of my prepared 
statement. I want to call attention to the correspondence with the 
State Department. Also I have made insertions in the Congressional 
Record of correspondence on H. R. 3798. 1 am not sure whether you 
want that incorporated in the record of this committee. 

I have, for example, the comments of Mr. Nelson A. Rockefeller, 
Chairman of the International Development Advisory Board; Mr. 
W. L. Clayton, former Under Secretary of State in charge of economic 
affairs, and former Assistant Secretary of Commerce; Mr. W. W. 
Waymack, a former member of the United States Atomic Energy 
Commission; Mr. Julius Ochs Adler, vice president and treasurer of 
the New York Times, and a good many comments from other out- 
standing men in public life, in the field of political science, and in the 
business world. I think perhaps their comments might be of interest 
to the committee. 

Mr. Gorpon. What is the pleasure of the committee? Is there 
any objection to inserting it? 

Mr. Ricnarps. I move we incorporate it in the record. 

Mr. Gorpon. It will be so done. 

(The material referred to is as follows:) 

DEPARTMENT OF STATE, 
Washington, June 1, 1951. 

My Dear Mr. Meaper: The Department of State is gratified to note your 
interest in the point 4 program, as evidenced by your introduction of a bill to 
create a Commission on Aid to Underdeveloped Areas, to which you refer in 
your letter of May 18, 1951, to the Secretary. Your appraisal of the point 4 
program as a positive and constructive element of foreign policy, with great 
psychological appeal to the masses of people in the underdeveloped areas, coin- 
cides with the Department’s views. 

As you pointed out in your speech in the House on April 23, 1951, the point 4 
program of technical cooperation is now in operation, under the Act for Interna- 
tional Development approved by the Congress in 1950. This program is being 
carried out by the Technical Cooperation Administration in the Department of 
State, under the direction of Dr. Henry G. Bennett as Administrator. 


A good beginning has been made under this program, with an appropriation 
for fiscal year 1951 of $34,500,000, which became available September 6, 1951. 
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In approximately 9 months, point 4 general agreements have been concluded 
with 26 countries, about 375 American technicians are at work on more than 100 
projects in 31 countries, and about 250 technical trainees from other countries 
are receiving training in the United States. 

It is worth noting that, in keeping with the provision of the Act for Interna- 
tional Development requiring that other participating countries pay a fair share 
of the cost, the aggregate contributions of the countries receiving this kind of 
aid are three times the contribution of the United States. 

The distinguishing characteristic of the program now being operated by the 
Technical Cooperation Administration is that it is a program of aided self-help 
designed to assist the people of underdeveloped countries to increase their pro- 
ductivity and improve their living conditions largely through their own efforts. 
Eighty to eighty-five percent of the people of these countries live on farms or in 
rural villages; they have a rural economy, usually in a rather primitive state. 

The first essential for improving the lot of these people is an increase in food 
production, and the best way to do this is by improving their primitive tools and 
techniques by simple means—substituting seythes for sickles and steel plows for 
wooden ones, persuading farmers to plant better seeds, to use fertilizers and 
better cultivation practices, better harvesting methods, better preservation and 
storage of crops. At the same time, the people need to be shown how to practice 
elementary sanitation and to combat preventable disease. They need assistance 
in learning to read and write and to improve the schools for their children. 

These are the primary, everyday problems of the overwhelming majority of the 
people of the underdeveloped areas. They are problems that do not require large 
amounts of money, of goods or equipment for solution. They require a grass- 
roots approach, such as the Agricultural Extension Service, the Public Health 
Service, and the public-school system have used in our own country with signal 
success. Those who have worked on the problems of underdeveloped countries 
believe these are the methods best suited to do a job that certainly needs to be 
done. These are the methods that call for the minimum contribution from the 
United States and the maximum contribution of the people we want to help. 

Only when the great majority of people in these countries who live on the land 
are able to produce enough food to eat, and a surplus to feed their fellow country- 
men, will there be labor available to man the industries the underdeveloped coun- 
tries want. The increased production of agricultural commodities in itself will 
stimulate industrial development, through the processing of grains, fibers, leather, 
and other products. This is the way for these people to create more real wealth, 
which will enable them to accumulate capital to speed up their own economic 
development. 

One of the main goals of technical cooperation is to help create conditions in the 
underdeveloped countries that will attract and make profitable private capital 
investment. At the same time, the United States Government is endeavoring to 
use other means, such as trade treaties, that will assure fair treatment of Ameri- 
can investors abroad. 

I have discussed the present program at some length because it is the Depart- 
ment’s opinion that this program is sound and will yield excellent results at 
relatively small cost. It needs to be strengthened and expanded, which we hope 
can be done as a result of a moderate increase in appropriations for the program. 

You are doubtless familiar with the fact that, pursuant to the Act for Inter- 
national Development, the President has appointed a nonpartisan group of 
representative citizens to serve as the International Development Advisory 
Board, under the chairmanship of Mr. Nelson A. Rockefeller. This Board, 
whose function it is to advise the President and the Administrator on board 
policy matters concerning point 4, recently issued a report to the President on the 
subject, entitled ‘Partners in Progress.” 

I believe you will find that this Board is fulfilling many of the functions you 
contemplate for the Commission proposed in your bill. 

Because of your manifest interest in point 4, I believe you would find it well 
worth your while to discuss the present program with Dr. Bennett, who can give 
you more detailed information both as to the objectives and the operations of 

is organization. I am therefore asking Dr. Bennett to call you in the near future. 

The Department would welcome action by the Congress which would further 
support and strengthen the existing mechanisms for making the point 4 program 
9. powerful arm of American foreign policy and a bulwark of the free world. 

Sincerely yours, 


Jack K. McFatt, 
Assistant Secretary 
(For the Secretary of State). 
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JUNE 2, 1951 
Hon. Jack K. McFauu 
Assistant Secretary of State, 
Department of State, Washington, D. C. 

Dear Mr. McFatv: Thank you for your three-page letter of June 1, in response 
to my letter of May 18 requesting comments on my bill to create a Commission on 
Aid to Underdeveloped Areas. 

In general, I am aware of the technical assistance program engaged in to con- 
tribute toward accomplishing the objective announced in point 4 of President 
Truman’s inaugural address. I have discussed the matter with Mr. Samuel 
Hayes of the point 4 staff and have familiarized myself with a great deal of the 
literature on the subject. 

I note your reference to ‘Partners in progress’’ and the work of the International 
Development Advisory Board under Mr. Nelson Rockefeller. The enclosed copy 
of my letter to Mr. Rockefeller, dated May 28, in response to his letter of May 24, 
a copy of which is also enclosed, indicates my doubt that the International Develop- 
ment Advisory Board has solved the underlying problems which, in my judgment, 
must be solved before any appreciable contribution to the development of under- 
developed areas can be made in the American free enterprise spirit by private 
investors. 

I am not certain whether vou concur that a fact-finding commission might 
penetrate more deeply than past efforts into the obstacles and hazards which I 
believe we all recognize are presently restraining natural economic forces from 
developing the resources of underdeveloped areas. However, vour final paragraph 
endorses congressional action to support and strengthen efforts to accomplish 
the point 4 objective, and might be constructed as expressing general sympathy 
with the objective of my bill, although it could hardly be interpreted as a specific 
approval of the method I have suggested. 

f there are any flaws in my proposal, I think it would be most helpful to the 
Congress for the State Department and its expert technical staff to point them 
out early in congressional consideration of this subject. I might say that, with 
this purpose in mind, I have circulated the reprint of my remarks, which was 
sent to you, rather widely among governmental and private circles of clear-think- 
ing public officials and citizens who, because of their background, ought to be a 
position to provide constructive criticism of the idea I have advanced. 

Of the replies so far received, I think it would be fair to say that none have 
strenuously objected to the fact-finding commission idea, though some have had 
less confidence in its efficacy than others. The response has been almost universal 
in approving the encouragement of private—as opposed to governmental—con- 
tribution to the task of developing underdeveloped areas, and the establishment 
of a positive—rather than a negative—program in the ideological combat with 
totalitarianism has been enthusiastically endorsed. 

I have supplied the foregoing information in the hope that the Department of 
State may see fit to particularize its comments on my proposal. 

Sincerely, 
GEORGE MEADER. 


DEPARTMENT OF STATE, 
Washington, June 11, 1951. 
Hon. Georce MeEaper, 
House ef Representatives. 

My Dear Mr. Meaper: Thank you for your letter of May 21 asking for 
comments on the bill you introduced in the House of Representatives to create a 
commission on aid to underdeveloped areas. I shall not make a detailed reply 
since I associate myself with the letter sent you on June 1, from Assistant Secretary 
McFall on behalf of the Secretary. I would, however, referring to your speech 
in the House of Representatives on April 23, add my hope to yours that our aid 
programs will minimize the causes of war and improve economic relations between 
peoples in a world system based upon freedom of the individual and the proposition 
that governments are constituted for the benefit of the governed. 

I hope you have had an opportunity to discuss with Dr. Bennett, Administrator 
of the Technical Cooperation Administration in the Department of State, the 
objectives and operations of his organization and other related matters of interest 
to you both. 


Sincerely yours, ” n 
EAN Rusk, 


Assistant Secretary of State. 
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AN AFFIRMATIVE ForEIGN Po.Licy 


INTERNATIONAL DEVELOPMENT Apvisory Boarp, 
May 24, 1951. 
The Honorable Grorce MEAaADER, 
House of Representatives, Washington, D. C. 


Dear Mr. Meaper: I was very much interested in reading a copy of the bill 
H. R. 3798 which you have introduced to stimulate the study of aid for under- 
developed areas. Your remarks in the House at the time followed in so many 
ways the thinking of the International Development Advisory Board that I am 
taking the liberty of sending you the enclosed copy of a summary of the report 
which our Board made to the President in March. If you do have time to go 
over it, I should certainly appreciate any comments you might have. 

Sincerely, 
Netson A. RockEFELLER. 


May 28, 1951. 
Newtson A. Rock®&FELLER, 
Chairman, International Development Advisory Roard, 
New York, N. Y. 

Dear Mr. Rockerevvier: Thank you for your letter of May 24, 1951, in which 
you comment upon my bill, H. R. 3798, and the remarks I made on the floor of 
the House at the time of its introduction. 

I also thank you for sending me a copy of your board’s report, entitled 
“Partners in Progress.’”’ As a matter of fact, I had obtained a copy of this 
report from the White House as soon as I saw it announced in the papers, and 
I had read it with considerable interest. In addition, I had previously familiarized 
myself with the Gray report. I have also read the President’s message on the 
proposed militarv-economic aid program submitted to the Congress last Thursday. 

The question, it seems to me, is primarily one of emphasis. Both the statement 
in point 4 of the inaugural message and Partners in Progress recognize that private 
enterprise should play an important role in the development of underdeveloped 
areas. The President’s message of last Thursday has far less reference to the 
role of private enterprise than previous official statements dealing with the point 
4 program. I hope this does not indicate a trend in official thinking in the direc- 
tion of government assumption of the major responsibility for development of 
underdeveloped areas on a grant basis—to the exclusion, for all practical purposes, 
of the role of the private investor. 

The objective of my bill, of course is primarily to attack the difficult economic 
and political bottlenecks and roadblocks which have held back natural economic 
forces which could develop the underdeveloped areas in the same way the natural 
resources on the North American continent have been developed. 

Partners in Progress recognizes that private enterprise has a primary function 
in the first area of operation discussed in that report; namely, production and 
distribution. I do not believe the report purports to claim that the basie prob- 
lems which have been preventing greater contribution to the development of 
underdeveloped areas through private investment have been solved. 

It is to contribute to such solution that I recommend the creation of a Com- 
mission on Aid to Underdeveloped Areas. 

Sincerely, 
GeEoRGE MEADER. 


INTERNATIONAL DEVELOPMENT Apvisory Boarp, 
New York, N. Y., June 12, 1951. 
The Honorable Grorcrk MEADER, 
House of Representatives, Washington, D. C. 


Dear Mr. Meaver: Thank you for your letter of May 28. I regret that my 
absence from the city on speaking engagements as well as a trip to Venezuela 
prevented an earlier reply. 

I agree completely that it is of prime importance to release those economic 
forces which could develop the underdeveloped areas, and every effort to stimulate 
the productive influence of private investment is certainly to be desired. For 
this reason, I weleome particularly your efforts to bring about a better under- 
standing of the part that private enterprise can and should play in this field. 

With best wishes, 

Sincerely, 


Netson A. ROCKEFELLER. 
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LET US EXPORT INDEPENDENCE 


Mr. Meaper. Mr. Speaker, two events make it appropriate to call to the at- 
tention of the Congress the proposal I made April 23, 1951, to create a Commis- 
sion on Aid to Underdeveloped Areas. 

Tomorrow we commemorate the one hundred and seventy-fifth anniversary of 
the establishment of a Government of limited powers and residuary sovereignty 
in the people themselves. This free economic system has enabled the American 
people to extract from the resources of nature an abundance heretofore unknown 
to civilization. 

Currently, the House Foreign Affairs Committee is holding hearings on for- 
eign military and economic aid, involving a proposed annual expenditure of 
$8,500,000,000 by our Government. 

My bill aims at making available to less fortunate regions and peoples the free 
political and economic system which, in 175 years, has proved so beneficial to 
the American people. 

It proposes to clear the way for aid to be provided by the American people 
themselves in the American tradition. It is founded upon the faith that Ameri- 
can know-how, American capital, and American good will will be exported to 
underdeveloped areas, without expense to our Government, if we can break 
down barriers now inhibiting the operation of natural economic forces. 

The Commission to be created by this bill would be delegated the difficuit 
task of finding out why private enterprise is not now pioneering in the develop- 
ment of the natural resources of underdeveloped areas for the mutual benefit of 
the inhabitants of those areas, and those who contribute the enterprise, risk 
taking capital, and know-how necessary to the development of the resources. 

The adoption of this program would be a restatement of the faith of those who 
founded our system in the capacity of the people themselves to work out their 
own destiny and own livelihoods if only they are free from the tyrannical yoke of a 
despotic central government. 

Now that the House of Representatives, through its Foreign Affairs Committee, 
is giving serious consideration to a 8'%-billion dollar proposal for | year’s aid to 
foreign governments and their citizens, it is timely that we should inquire to what 
extent economic assistance is being provided through the voluntary activity of 
our citizens, and whether or not our Government can help create a climate in 
which such assistance can be increased. 

I do not propose to develop at this time the reasons why I believe this effort 
should be made. A brief summary of those reasons is contained in the remarks 
I made on the floor of the House on April 23, 1951. 

Mr. Speaker, I propose to read only three paragraphs from those remarks to 
describe the nature and objective of this bill. I quote: 

“Mr. Speaker, I have today introduced a bill to create a bipartisan commission 
on aid to underdeveloped areas. I propose this measure as a concrete step to 
advance the cause of self-government through free democratic principles and 
institutions. I hope this bill will receive the enthusiastic support of both Repub- 
lican and Democratic Senators and Representatives. 

“Briefly described, the bill would establish a bipartisan Commission, patterned 
after the Hoover Commission, charged with the duty of studying and identifying 
the artificial barriers now inhibiting the natural economic forces, which would 
develop resources of the underdeveloped areas of the world, and recommending 
to the President and to the Congress ways and means of eliminating or minimizing 
those artificial barriers. 

“Tf this Commission should succeed in its task, and if our Government, in con- 
cert with like-minded democratic governments, would proceed to apply the results 
of the Commission’s study in actual practice, the forces of freedom and self- 
government could assume the offensive in the world-wide combat with the ideology 
of totalitarianism and slavery. Our Government, in leading this movement among 
the nations of the earth, would then supplant the negative, defensive policy of 
containment by a vital, kinetic, affirmative foreign policy.” 

I wish to bring to the attention of the House some of the comments made on 
my proposal by certain outstanding citizens in Government, in labor organiza- 
tions, in the field of political science, and in business. As soon as the reprints of 
my remarks of April 23, 1951, on the point 4 program were available, I circulated 
them widely among persons who, in my judgment, could contribute constructive 
thinking to the problem of aid to underdeveloped areas. 

Out of more than 200 replies, all but a very few endorsed my proposal en- 
thusiastically. I will read a few representative comments. 
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: First let me read a letter from the committee on the present danger by Tracy S. 
Voorhees, attorney, former Under Secretary of the Army and War Department 
Food Administrator for occupied areas: 


COMMITTEE ON THE PRESENT DANGER, 
Washington, D. C., May 17, 1951. 
The Honorable Georce MEADER, 
House of Representatives, Washington, D. C. 


Dear Mr. Meaper: I have read with great interest your letter of May 11 and 
its attachment. 

As you will note in the statement of objectives to which you refer, the committee 
on the present danger is working for ‘‘A national policy of averting world war III 
bv confronting the aggressors with a strong free world.’’ The Communist aggres- 
sion in Korea clearly revealed that the free world was far from strong in a military 
sense. For that reason, we have urged as a matter of paramount importance that 
defense forces adequate to deter or repel aggression be built up in the United 
States and allied nations at the earliest practicable date. We are fully aware, 
however, that the economic strength of the free world is not only an essential 
component of military strength but is also the first line of defense against Com- 
munist subversion from within. The committee now has under consideration a 
detailed study of this aspect of the problem and will make a public statement of its 
conclusions in the near future. 

My own convictions are substantially in harmony with those expressed in the 
reprint of your speech. Specifically, i would agree that a properly conceived 
program of economic development in the underdeveloped areas would ‘‘minimize 
the causes and dangers of war,’ that the bulk of the undertaking must be financed 
with private capital, and that the efforts which we have made to date are most 
inadequate to achieve the goals we seek in those areas. I should also like to 
suggest two additional points: First, that we should go forward with the present 
plans for these areas, however inadequate they may be, to the extent consistent 
with our broad objectives, while working out on a bipartisan basis a more broadly 
conceived and affirmative policy; and second, that the development of these areas 
is of vital importance to the permanent welfare of the industrialized countries, 
particularly Western Europe and Japan, and will require the fullest practicable 
use of their resources. We have effectively stimulated mutual aid in the admin- 
istration of the recovery program in Europe and are now embarked on a joint 
enterprise with other North Atlantic Treaty countries for the defense of Europe, 
the success of which will depend in large measure on the efforts of our European 
partners to help themselves and to help each other. In my opinion, we should 
seek in the administration of our aid programs and in other ways to promote a 
similar cooperative effort for the development of the underdeveloped areas. 

Thank you for bringing your excellent speech to my attention. 

Sincerely yours, 
Tracy 8. VoorHEEs. 


Next is a letter from W. L. Clayton, of Anderson, Clayton & Co., Houston, 
Tex., former Under Secretary of State in charge of economic affairs and former 
Assistant Secretary of Commerce. On May 25, 1951, Mr. Clayton wrote to me 
as follows: 

ANDERSON, CLayTON & Co., INc., 
Houston, May 25, 1951. 
Hon. Georce MEADER, 
House Office Building, Washington, D. C. 

Dear Mr. Meaper: On my return home I find your letter of May 10, with 
enclosure, which I have read with much interest. 

I heartily agree regarding the necessity of aiding underdeveloped countries to 
develop their resources. You may be interested in reading the enclosed copy of 
a radio address I made on April 1, a portion of which has to do with this very 

uestion. 
Mr. Tracy Voorhees has sent me a copy of his letter to you of May 17 with 
which I fully agree. 

With best wishes, 

Sincerely yours, 


W. L, Crayton. 
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Mr. Julius Ochs Adler, also a member of the Committee on the Present Danger, 
vice president and treasurer of the New York Times, and former civilian aide to 
the Secretary of War, wrote me on May 25, 1951, as follows: 


THe New York Times, 
May 25, 1951. 
The Honorable GEorGE MEADER, 
House of Representatives, Washington, D. C. 


Dear Mr. Meapver: Absence in Europe has prevented an earlier acknowledg- 
ment of your letter of May 9 enclosing copy of your remarks regarding point 4 
before the House of Representatives. 

In the interim I also found copy of a letter from Mr. Tracy 8. Voorhees, vice 
chairman of the Committee on the Present Danger, to you acknowledging a similar 
communication. Mr. Voorhees has expressed exactly my own feeling in regard 
to your most excellent speech. 

With appreciation of your thought in affording me the opportunity of reading it, 

Yours sincerely, 
Jutius Ocus ADLER, 


The next letter I should like to read is one from Mr. W. W. Waymack, a news- 
paperman, former member of the United States Atomic Energy Commission, 
former chairman, Economic Policy Committee and Nationa! Resources Planning 
Board, former special adviser to the Department of State and member of the 
National War Labor Board, and consultant for the Food Administration. On 
May 19, 1951, Mr. Waymack wrote me as follows: 

ApveL, Iowa, May 19, 1951. 


Dear ConGressMAN Meaver: Thank you for the reprint of your speech on the 
floor of the House of Representatives April 23, sent to me as a member of the 
Committee on the Present Danger. 

I, as a citizen, see great merit in your proposal. I have always liked the idea 
and the device of the objective fact-finding commission. I have been impressed 
by the excellent use which nations of the British Commonwealth have made of 
this approach to complex problems through the decades. I agree with your 
judgment that we have often handicapped ourselves in this country by not making 
more use of it. I certainly think that we need better understanding of all the 
realities involved in trying to give effective and acceptable assistance to under- 
developed countries. I agree that it is essential for us to move faster and more 
boldly in this undertaking, both for the humanitarian reason that vou mention 
and also, very practically, in order to make genuine promise to peoples for whose 
urgent problems answers must be found. I agree that it would be extremely 
valuable to ourselves to fix upon a great constructive goal—a concrete, affirmative 
program for a better world. I consider this not in the least visionary, but a 
challenge that is forced upon us in our own interest by the state of the world. 

I could go on and point out difficulties in this or any other approach. I could 
raise warnings as to things to beware of. Any other person who tries to be 
thoughtful could do that, too, and many could do it better. But difficulties and 
dangers are inherent in any tackling of the world’s major tasks. I confine myself 
therefore to the central idea and simply say that I consider it immeasurably 
important for America to put itself in the position of obviously wanting and 
intending to lead vigorously in helping to solve the problems of great masses of 
peoples who, first, have a right to solution, and who, second, otherwise are all too 
likely to drift into “the other camp,” with its glittering promises and ready-made 
formulas. 

I should personally find the commission approach very acceptable. A com- 
mission set up for the purpose would have to consist of wise men, exceptionally 
capable of discerning, exposing and facing all the real problems objectively. 


Sincerely, 
W. W. WaymMack. 
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AN AFFIRMATIVE FOREIGN Po.Licy 


Extension of remarks of Hon. George Meader, of Michigan, in the House of 
Representatives, Thursday, July 12, 1951 


Mr. Meaper. Mr. Speaker, recently I listened with interest to a former Com- 
munist who had been converted to the philosophy of a free economy. He de- 
scribed our ideological contest with the totalitarian Soviet system as religious 
warfare. He described the Communists as religious fanatics burning with eru- 
sading zeal for the cause in which they intensely, though mistakenly, believed. 
He cautioned that the free world could not combat an idea, however erroneous, 
with a vacuum. 

In House Resolution 3798, I sought to contribute to the development of an 
affirmative foreign policy through demonstrating to the peoples of the world by 
performance that free enterprise is a superior economic system to totalitarianism. 

Very thoughtful comment and constructive criticism is contained in corre- 
spondence with Dr. Paul H. Appleby, who is dean of the Maxwell Graduate 
School of Citizenship and Public Affairs, Syracuse University; former Assistant 
Director, United States Bureau of the Budget; former Under Secretary of Agri- 
culture; former Special Assistant to Lend-Lease Administrator; and member of 
International Food Missions. 

For the benefit of the Congress in its current consideration of the proposed 
foreign-aid program, I am inserting this correspondence in the Record: 


Syracuse UNIVERsITy, 
Syracuse, N. Y., May 25, 1951. 

Dear Mr. Meapver: I acknowledge with hearty thanks your letter of May 17 
and the enclosed reprint from the CoNGRESSIONAL RecorRb. 

In general terms I applaud heartily your purposes and nearly all of your 
remarks. I think the general point you make is indisputably valid and the 
dramatization through some such devise as your proposed commission would be 
a thoroughly constructive step. I think you are to be congratulated on your 
insight and on your freedom from damaging partisan bias. 

I have qualms about one part of your enunciation of agenda points. It seems 
to me that some of your phrases and some of your paragraphs could be interpreted 
—without unfairness, even if not correctly—as a certain kind of ‘“‘imperialistic’’ 
drive on behalf of American-type capitalism. At least, your language does not 
overtly, I think, reeognize adequately the many variations in economic structures 
characteristic of modern societies outside of the iron curtain area, and the insistence 
of these nations on building in their own terms and not in terms that we find quite 
satisfactory in the United States. The nationalization of oil or the eviction of 
foreign ownership of an oil industry, has become a considerable problem inter- 
nationally just now and illustrates the difficulties I had in mind. Actually, the 
foreign ownership of important industries in Yugoslavia, in Iran, in Iraq, in Mexico, 
in India, and in China has been an important aspect of the problem of world order, 
and if I read your proposal correctly it is predicated rather too sharply on an 
assumption of great increase in investment of the very kind that has proved offen- 
sive inthe past. In many parts of the world and in case of certain kinds of invest- 
ments, it seems to me that a realistic and cooperative approach to the problem of 
cooperation and world order will of necessity dictate a good deal of help directly 
to governments and directly through and from our own Government. I don’t 
believe that the issue is wholly an either/or one, but any adequate general approach 
to the problem you are addressing, it seems to me, ought to include in its terms of 
reference possibilities for both governmental expenditure and investment and 
private investment. 

With your more fundamental position, I think as already indicated, that there 
can be no quarrel at all. In one way it may be said that the modern world problem 
is a problem of raising the standard of living in the rest of the world at a rate com- 
mensurate with our own capacity for economic betterment. The United States 
is in the position of the family of privilege described long ago by Carlyle; that 
family declined interest in the needs for sanitation and health provision in the city 
at the foot of the mountain on which the family resided and when the plague came 
it did not stop at the foot of the mountain. The United States by its very economic 
preeminence has more at stake than any other society in the business of achieving 
a kind of world well-being which will bulwark our own attainments and values. 

With congratulations on your statesmanlike point of view, and with hearty good 
wishes, I am 

Sincerely yours, 


Pau. H. APPLeBy. 
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June 1, 1951. 
Dr. Paut H. Appiery, 
Dean Mazxwelt Graduate School, 
Syracuse University, Syracuse, N. Y. 

Dear Dean Appiery: Thank you for your thoughtful comments of May 25, 
1951, on my proposal to establish a commission on aid to underdeveloped foreign 
areas. 

You have put your finger on the point most likely to be attacked by those 
unfriendly to the idea. I sought to make clearly, briefly, as did the President in 
his message—that it is a responsibility of governments to prevent imperialistic 
exploitation. I envisage as one of the most important and difficult tasks of the 
commission the development of workable and enforceable means to prevent such 
abuses of the free enterprise system. The Sherman and Clayton Acts, other 
antitrust legislation, and the efforts of the Federal Trade Commission and the 
Department of Justice leave much to be desired in maintaining equality of 
economic opportunity within the United States. Cartels and monopolies abroad 
are not regarded in the same light as are restrictive trade practices and agree- 
ments here. Evolution of an acceptable policy and workable means of enforcing 
it would not be easy. I don’t pretend to know the solution. Perhaps, an able 
commission, after careful study, would not find it. I attempted to do no more 
than state an objective in the passages I have underlined in red on the enclosed 
reprint. 

I recognize, also, that the statements in my speech might be interpreted to be 
an expression of pride in all things American, and an intention to make over all 
peoples into our images. Actually, I hold no such views. Religions, traditions, 
social customs and practices, as such, to the extent they do not impair an indi- 
vidual’s right to make his livelihood in a free, competitive economy, need not be 
affected in any way. Any modification required by changed economic conditions 
would very likely be slow, depending upon education and acceptance of more 
modern concepts. This is a vast subject, but I would not pretend that religion 
and customs have no bearing on the economic plight of the underdeveloped areas. 
Nor do I advocate that they be “Americanized,”’ except that I think they should 
have “free’’—as contrasted to “totalitarian’’—economies if the point 4 objective 
is to be attained. I sought, at least, to hint at this attitude near the end of the 
third column on page 3. 

I agree that the problem is not either Government grant-in-aid or private 
investment, but a judicious and balanced combination of both. Your reference 
to Carlyle’s episode is apt—but I would counter that the greatest favor we can 
do for the underdeveloped peoples is to help them establish for themselves a system 
where the dynamic forces of individual free man are unleashed in the economic 
development of the natural resources of the areas they inhabit. 

Sincerely, 
GEORGE MBEADER, 


Syracuse UNIVERSITY, 
Syracuse, N. Y., June 7, 1951, 
Mr. Georce MEADER, 
House of Representatives, Washington, D, C. 

Dear Mr. MEapeEr: It was a real satisfaction to get your letter of June 1. 
While I had made my comment not on any assumption that your own thinking 
had missed anything that I might point out, but rather in terms of how others 
might interpret what you had in mind, the time you took in writing your letter 
was well spent as far as I am concerned. It reinforces my earlier judgment that 
you are pursuing with exceptional understanding an undertaking of great 
potentialities. You have my heartiest best wishes. 

Sincerely yours, 
Paut H. APPLERY. 


AMERICAN FEDERATION OF LABOR, 
Washington, D. C., June 7, 1951. 
Hon. Georce MEADER, 
House of Representatives, Washington, D. C. 
My Dear ConeressMan: I herewith acknowledge receipt of your letter dated 
June 5 with copy of H. R. 3798 which you introduced in the House of Representa- 
tives on April 23 and which applies for the creation of a Commission on Aid to 
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Underdeveloped Areas, together with copy of an address which you delivered in 
the House of Representatives on April 23. 

I welcomed the reference you made in your letter to the article published in the 
April-May issue of Labor’s Monthly Survey entitled ‘“‘The Road Ahead to a 
Free World,’”’ and to those you made regarding the measure which you have 
sponsored and which you introduced into the Congress of the United States. 

Be assured I will be pleased to comply with your request to give your measure 
very thoughtful and careful consideration. I feel sure we can extend to it our 
official support. Your bill deals with a subject which has been occupying the 
attention of the administrators of our Government and many American citizens 
as well. 

With all good wishes, I beg to remain 

Very truly yours, 
WILLIAM GREEN, 
President, American Federation of Labor. 





NasH-KELvInatTor Corp., 
Detroit, June 28, 1951. 
Hon. Grorce MEADER, 
Congressional Office Building, Washington, D. C. 

Dear CONGRESSMAN MEADER: We believe that prior to taking any tangible 
steps for the implementation of the point 4 program, Congress should pass the 
Meader bill for the establishment of a bipartisan commission to investigate and 
report on ways and means to remove barriers to overseas private investments. [ } 

By increasing foreign investments on a business basis with appropriate guaran- 
ties against expropriation and with assurance of conversion into dollars of annual 
returns on such investments, the American taxpayers might well be relieved of a 
heavy financial burden inherent in the government-to-government formula of 
foreign aid. 

We congratulate you for your constructive contribution to the point 4 program 
as proposed in the Meader bill. 

ur best wishes for your success in securing passage of your proposal. 
Sincerely yours, 
C. W. Weyanp, 


Executive Assistant. 


Tue Detroit Epison Co., 
Detroit, Mich., July 10, 1951. 
Hon. GreorceE MEADER, 
House of Representatives, Washington, D. C. 

Dear Mr. Meaper: I was very happy to receive a copy of your speech on 
American foreign policy which Mr. Durbin was kind enough to give me. I note 
with particular interest the positive and concrete approach that you have taken 
to the problems of overseas development. Particularly outstanding is the effort 
which you have exerted to place emphasis on the part of private enterprises in 
implementing the objectives of our foreign economic policy. The Detroit Board 
of Commerce has given considerable publicity on the major developments Many 
firms have already made in expanding their overseas manufacturing facilities. 
However, our ability here in the United States to do the job can best be shown by 
intelligent and positive action. 

Let me compliment you for the wonderful progress that you have made in this 
direction and in furthering those outstanding objectives of your thinking. 

Sincerely, 
Frep A. Compton. 





INTERNATIONAL Business MacuiInes Corp., 
New York, N. Y., July 12, 1951. 


The Honorable Georcre MBADER, 
The House of Representatives, Washington, D. C. 

Dear Mr. Meapver: In Mr. Watson’s absence, I am writing to acknowledge 
and thank you for your letter enclosing a reprint of your statement of April 23 
in Congress, introducing a bill to create a Commission on Aid to Underdeveloped 
Areas. 
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You have presented a very comprehensive program for eliminating the barriers 
to the development of the natural resources of the underdeveloped areas of the 
world. I am sure that this interesting approach to the point 4 program would 
comprise an effective means for combating the influence of communism by im- 
proving the economic and social conditions of the peoples of these areas. You 
are to be congratulated on your efforts and I wish you continued success in all 
your endeavors. 

Very truly yours, 
Grorce L, Ripceway, 
Director of Economic Research. 





McGraw-Hi.ui Pustisuine Co., Ine. 
New York, N. Y., May 31, 1951. 
Congressman GEORGE MBEADER, 
Congress of the United States, 
House of Representatives, Washington, D. C. 

Dear ConGREssSMAN MeEaper: Thank you for sending me a copy of your speech 
in the House on April 23, calling for the creation of a Commission on Aid to 
Underdeveloped Areas. 

It seems to me exceedingly important that the point 4 program now getting 
under way should have focused upon it some intense thinking. Point 4 over the 
years could become as big and persuasive as the Marshall plan. It makes sense 
that we know what direction it is taking in its infancy, and we should certainly 
insist, as you point out, that these overseas programs be keyed to private initia- 
tive, not to paternalistic government, operating on a world-wide scale. 

Cordially yours, 
Evuorr V. Be, 

I now want to read a letter from Mr. Gunther R. Lessing, chairman of the 
Society of Independent Motion Picture Producers, vice president of the Motion 
Picture Industry Council, and vice president of the Walt Disney Productions, of 
Burbank, Calif. On June 20, 1951, he wrote me as follows: 


Watt Disney Propvucrions, 
Burbank, Calif., June 20, 1951. 
Hon. Grorce MeraDER, 
House of Representatives, Washington, D. C. 
Dear Sir: I desire to thank you for your letter of June 6 last addressed to me 
with which was enclosed your speech before the House of Representatives delivered 
Monday, April 23, 1951. I read this address with a great deal of interest and 
favor your bill. A great deal may be accomplished in furtherance of development 
based on the concept of democratic fair dealing, free enterprise, and the dignity 
of the individual. Or, as expressed at a recent committee hearing at the meeting 
of the United States National Commission for UNESCO, “have people talk to 
people.” I might add, “inspire people to know people better.” 
Perhaps it may not be inappropriate to ask you how UNESCO and the National 
Commission for UNESCO might not dovetail into the objectives of your bill. 
Respectfully yours, 
Guntuer R. Lessine, 
Chairman of the Society of Independent Motion Picture Producers; Vice 
President, Motion Picture Industry Council; Vice President, Walt Disney 
Productions. 





NASH-KELVINATOR CoRP., 
Detroit, June 8, 1951. 
Hon. Georcge MEADER, 
House of Representatives, Washington, D. C. 

Dear Georce: I am a bit late in acknowledging yours of May 14 and the reason 
is that time for reading is exceedingly rare these days what with civilian produc- 
tion controls and defense programs. 

I wanted to read your speech and bill so that I could comment intelligently. I 
am greatly impressed with your approach; in fact, I think it is the sound method of 
promoting the point 4 program, and furthermore, I agree with you as to the great 
potential of that program. 

In the fall of 1947, when I returned from a meeting of the International Labor 
Organization, I made some statements about the international situation that 
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resulted in Senator Vandenberg requesting me to testify before the Senate Foreign 
Relations Committee on the Marshall program. , 

Attached is a copy of my statement at that time. I have marked the portions 
that bear particularly on your basic viewpoint that point 4 should be carried out 
primarily through the stimulation of private investment and the application of 
the ideas and methods that have produced unparalleled abundance in America. 

Thanks for the invitation to drop in and discuss this when I am in Washington. 
I don’t know when I will be there, but you may be sure that I will take advantage 
of your welcome invitation. 

Sincerely yours, 
GEORGE ROMNEY, 
Vice President. 





BurrouGcus AppING MACHINE Co., 
Detroit, Mich., May 28, 1951. 
Hon. Georce MEADER, 
House of Representatives, Washington, D. C. 

Dear Mr. Meaper: I was very glad to have the copy of your speech on 
American foreign policy which Mr. Durbin gave me, and to note the positive 
approach you have taken to the problems of overseas development. Particularly, 
I welcome your efforts to focus attention on the part of private enterprise in 
implementing the objectives of our foreign economic policy. 

As you no doubt are well aware, much has been done along these lines by 
Detroit industry; and our board of commerce has sought to make known, through 
its weekly organ, the important steps many firms have already taken in expanding 
their manufacturing facilities abroad and in exporting their know-how. Only 
last week, New York representatives of the United States Council of the Inter- 
national Chamber of Commerce and Detroit business leaders met here to discuss 
these questions. 

To me, these are hopeful signs. They indicate a growing awareness of the 
urgency of the task. They are evidence that private enterprise is attacking the 
problem at its roots. Much remains to be done in educating the business world 
to the need for action. Our ability to do the job can be proved in only one way— 
by action. At the same time, we can properly expect Government to take 
prompt steps in providing tax incentives, in negotiating treaties to removal of 
discriminatory legislation, and in impressing tactfully upon governments abroad 
their obligation to contribute to the climate of confidence and stability upon 
which investment depends. 

You were kind enough to ask for my views. These brief remarks are enough 
to indicate how close they are to your own. 

Let me thank you again for your thought in sending the copy of your speech; 
and, further, let me congratulate you for what you are doing in promoting the 
significant objectives defined therein. 

Sincerely yours, 
Joun 8S. CoLeman, President. 


NATIONAL ASSOCIATION OF MANUFACTURERS, 
New York, N. Y., May 29, 1961. 
The Honorable Georce MEapERr, 
United States House of Representatives, Washington, D. C. 

Dear Mr. Meaper: I have read with the greatest interest your speech in the 
House of Representatives on April 23 in connection with aid to the underdeveloped 
areas of the world. I was particularly heartened by your expression of opinion 
that the job is primarily one for private initiative and enterprise. 

The association, as you know, evinced an early interest in the point 4 program. 
Shortly after President Truman’s announcement in his inaugural address, Jannary 
1949, a delegation from the association called upon him to pledge cooperation in 
its development. In March 1949, under our consultative status with the Eco- 
nomic and Social Council of the United Nations, we submitted to the Secretary- 
General a study entitled, ‘““Capital Export Potentialities After 1952.’’ In May 
1949 the association addressed a study, The Bold New Plan: A Program for Under- 
developed Areas, to the United States Government, in which recommendations 
were made which, if carried out, we felt, would assure a successful program. I 
enclose a copy of an excerpt from this study for your information which outlines 
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the measures which the United States Government might take or sponsor in 
carrying out the program. 

The association has consistently pointed out that primary responsibility for 
economic development in other areas rests upon private initiative. This funda- 
mental assumption must be emphasized and reemphasized. Reliance on any 
other hope will lead to disappointment and disillusion. . 

Many thanks for having sent me a copy of your speech. I enclose a list of our 
international relations committee and advisory group who, I am certain, will be 
most interested in your remarks. 

Sincerely yours, 
EARL BuNTING, 
Managing Director. 


Tue Procter & Gams_Le Co., 
Cincinnati, Ohio, June 26, 1951. 
The Honorable GEorGE MEADER, 
House of Representatives, Washington, D. C. 

Dear Mr. Meaper: This replies to your letter of June 13. 

I am very much in sympathy with your view that if the point 4 program is to 
be carried out, greater emphasis should be placed on carrying out important 
phases of it through private enterprise channels rather than through Government 
channels. 

I believe that the Commission which you have sponsored would help to do this, 
therefore, the Commission would seem to be a good thing. 

In my judgment, not only should as much as possible of the point 4 program 
be carried out through private enterprise channels, but also attention should be 
given to getting more small-business men interested in projects which would 
contribute to the economic development in other countries. 

Unfortunately, small-business men in America do not have the same facilities 
for finding business opportunities in other countries which large businesses have. 
If our Government could find the means of helping small-business men in the 
United States to find business opportunities in other countries, I believe that 
that in itself would make considerable contribution to the point 4 program. 

Sincerely yours, 
Water L. Linewe, Jr. 
Vice President. 


Trust TERRITORY OF THE Paciric ISLANDs, 
OFFICE OF THE HicH CoMMISSIONER, 
June 2, 1951. 
Hon. Georce MEADER, 
House of Representatives, Washington, D. C. 


My Dear REPRESENTATIVE MEApDER: Thank you for sending me a copy of your 
fine speech. 

If a commission could be set up with the problem of thinking through the possi- 
bilities of point four some great mistakes would be avoided in developing a senti- 
mental and statesmanlike idea into an actuality. Therefore, your commission 
idea has great merit. 

There is some phase of point 4 in practically everything we have to do in the 
administration of the trustee islands, but there is hardly a place for us under the 
projected organization should it ever become law. Our people are so few, and so 
widely seattered, and so limited in economic possibilities, that any thought of a 
quick return is out of the question. I am going to keep your talk very close to me 
because it contains much which we may on a very, very small scale translate into 
action. 

Thanks again for writing. 

Most sincerely yours, 
Expert D. Tuomas, 
High Commissioner. 
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TUNNELL & TUNNELL, 
Georgetown, Del., June 11, 1951. 
Hon. Georce MeEaApeER, 
House Office Building, Washington, D. C. 

Dear Georce: Your letter of June 11 has just been received. 

I have gone over, rather carefully, your bill and your speech. I think your ideas 
are good and hope that it might be possible for you to get this bill through in 
some form. I think possibly, if I had any suggestion to make, it would be with 
reference to a report of the Commission either to the President or to the President 
and to both Houses of Congress. It might be well to consider whether it would 
be desirable to have a provision that such a report should be made within a 
specified time. 

I knew of your being a Member of Congress and have, at different times, thought 
of writing you. I don’t believe I have done so. We are pretty busv here at this 
time and perhaps I may be forgiven for being a little lax in my social practices. 
However, I often think of you and wish you the greatest success in your con- 
gressional activities. 

Thanking vou for your thoughtfulness, I remain, 

Very sincerely yours, 
TUNNELL & TUNNELL, 
James M. TuNNELL. 


Essex, Conn., June 18, 1951. 
Hon. Grorace MEADER, 
House of Representatives, Washington, D. C. 

Dear Mr. Meaper: I was tremendously interested in your bill to create a 
Commission on Aid to Underdeveloped Areas. This proposed commission is 
one of the most imaginative and constructive proposals that has developed in 
many months, and I wish you the best of good luck with it. 

I agree with you that our biggest need right now is to develop a more positive 
approach to world affairs. A vigorous rearmament program is absolutely essen- 
tial. But certainly we cannot expect to solve the problems of the future with 
atom bombs, tanks, and B-36’s. 

A strong military defense will hopefully deter Soviet aggression and give us 
the time and elbowroom in which to tackle the basic problems on which the future 
of the world must depend. But right now as I see it we are in danger of confusing 
a military policy with a foreign policy itself. 

I have made many speeches on this general subject in the last 60 days to many 
different kinds of audiences, and I have been deeply impressed with the interest. 
I believe that the people are willing to go much further in support of positive 
programs than they have been asked to go so far. And this goes for all groups 
regardless of their economic status or their attitudes or ideas on domestic policy. 

I am enclosing an article which I wrote for the New York Times recently which 
covers this subject. Also a pamphlet, Atom Bombs Are Not Enough, which 
includes a speech which I gave recently in New York. As you will see my own 
ideas are very close to your own. 

If there is ever the slightest thing I can do to help you push some of these 
concepts forward I hope that you will call on me. 

With my best wishes, 

Sincerely, 
CuestER Bow es. 


New York, N. Y., July 8, 1951. 
The Honorable Georce MEaApDER, 
Congress of the United States, House of Representatives, 
Washington, D. C. 

Dear Mr. ConcressMAN: Please accept my thanks for your June 14 letter 
enclosing your address before the House when introducing your bill to create a 
Commission on Aid to Underdeveloped Areas. 

While I thoroughly agree with your repeated emphasis on the fact that the 
development of the natural resources of underdeveloped areas must largely be 
accomplished by private enterprise, I am somewhat fearful that a Commission 
such as you suggest would find it difficult to make an adequate investigation of 
this situation, which, in effect, would necessarily have to comprehend a survey 
of the entire world economy and the economies of each area. In this connec- 
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tion, I respectfully urge your perusal of my testimony given to the Foreign 
Affairs Committee of the House on October 6, 1949. ’ 

Incidentally, I doubt that any commission could get very far in convincing the 
rest of the world to go along the path of individual endeavor such as made this 
Nation great, when we are, ourselves, departing so rapidly and largely from this 
sound principle. In other words, the first step must be the setting of a good ex- 
ample by the United States. 

With assurances of my high esteem, I am, 

Faithfully yours, 
SPRUILLE BRADEN. 





Maverictr, Putnam & Purnam, 
San Antonio, Ter., June 26, 1951. 
Hon. Georce MEADER, 
House of Representatives, Washington, D. C. 


Dear Mr. Meapver: As a Democrat and former Member of Congress I am 
glad to endorse your bill to create a Commission on Aid to Underdeveloped Areas. 
There isn’t the slightest doubt that your belief of a positive foreign policy, ‘rather 
than the negative policy” in reference to communism, is the best. Of course, we 
should have strong preparedness and always be willing to go to war if absolutely 
essential. The point 4 program and all positive measures should be greatly 
expanded, and, as you say in your speech, “we must embark on a bold new pro- 
gram for making the benefits of our scientific advances and industrial progress 
available for the improvement and growth of underdeveloped areas.” 

As Chairman of the Smaller War Plants Corporation I established the technical 
advisory service for all small businesses, or any business for that matter, and dur- 
ing World War II it was a huge success. I suggested it internationally also, and 
it met with enthusiastic international response from all nations. 

As you intimate, the voluminous literature of the point 4 program has not 
spelled out very much, and, as you say, the American people must be for it and 
the ablest minds must work for it. 

In writing you this I am not criticizing my own party, nor praising the Repub- 
lican—I am only writing to compliment and congratulate you on your excellent 
move, and I assure you that if there is anything I can do I will do so. 

With best wishes, I am 

Sincerely yours, 
Maury Mavericr. 

(Written in longhand as a postscript:) 

Your idea will save millions of lives, will benefit the whole world and help your 
own district, too. 

M. 





THe American Pouiticat Science Review, 
OFFICE OF THE MaNnaGine Epiror, 
Duxe UNIVERSITY, 
Durham, N. C., June 2, 1941. 
Hon. GeorGeE MEADER, 
House of Representatives, Washington, D. C. 

Dear REPRESENTATIVE MEADER: I was pleased to receive a day or two ago, 
your letter of May 17 and the enclosed extracts of your speech from the Con- 
GRESSIONAL Recorp. I have discussed the proposal which you made with certain 
of my colleagues and we were favorably impressed with the details of your plan. 

If your bill should be passed, I would be most happy to make one or two sug- 
gestions regarding membership of technical personnel on it. I particularly feel 
that the American Political Science Association has some members who would 
be of great assistance to such a Commission. 

Sincerely yours, 
Taytor CoLe. 
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Yate Universiry Scuoou or Law, 
New Haven, Conn., June 19, 1951. 
The Honorable Georce MEADER, 
House of Representatives, Washington, D. C. 

Dear Mr. Meaper: I want to congratulate you on taking the initiative in 
introducing a bill to create a commission on aid to underdeveloped areas. 

I think the time is more than ripe to bring all of our experience to bear on this 
problem. 

By giving aid to underdeveloped areas, I am sure you are right in foreseeing 
that we can make an effective demonstration of our basie policy objectives, and 
show in a constructive way what we can offer the world. 

Very truly yours, 
Haroitp D. LassweE.t. 


Tue UNIVERSITY OF THE State OF New York, 
Tue Stare Epucation DEPARTMENT, 
Albany, June 8, 1951. 
Hon. Grorce MEADER, 
House of Representatives, Washington, D. C. 

Dear ConacressMAN Meaper: I have had the pleasure of reading your speech 
in the ConcREsstIoNaAL Recorp on April 23, 1951. It seems to me that our Gov- 
ernment has already been following an affirmative foreign policy through its point 
4 program, which is designed to affect favorably the long-range interest of the 
United States through teaching other people how to help themselves. I grant 
that the program is to be carried out through Federal funds under the leadership 
chiefly of the Department of State. Be that as it may, teaching people how to 
use machinery, how to industrialize their own economies is in itself an excellent 
program. It will help to raise the standard of living, reduce the effectiveness of 
subversive groups in the countries concerned and increase the trade of those 
countries with ourselves. 

You see I am entirely in accord with the point 4 program as I understand it. 

I am equally in accord with the proposals which make for a dynamic policy 
which makes it possible for private capital in this country to undertake long- 
range economic programs in those countries where raising the standard of living 
will have substantially the same effect as the point 4 program is designed to secure. 
The advantage of such a program is that it will obviously increase the opportuni- 
ties for investment and trade abroad, secure the interest in foreign countries in 
the development of their own economies, I trust, on a private enterprise basis. 
At any rate, it should have the effect of preventing the development of cartel 
controls and of Government bargaining, both of which are so restrietive of in- 
ternational trade. 

I am frankly in favor of your proposal and trust that a commission on aid to 
underdeveloped areas may be established and that the findings will be such that 
they can be put into effect. 

Sincerely yours, 
ALBERT B. Corey. 





UNIVERSITY OF MICHIGAN, 
DEPARTMENT OF POLITICAL SCIENCE, 
Ann Arbor. 
The Honorable Grorce MEADER, 
House of Representatives, Washington, D. C. 

Dear Georce: I have found the time to look over your address on foreign 
policy somewhat more carefully and I congratulate you on a very careful presen- 
tation, logically and clearly done. I believe you have convinced me that we need 
a commission similar to the one you propose. While I was reading your speech, 
I was called from Washington and asked to testify before the Senate Committee 
on Expenditures which is having hearings on the Hoover Commission proposal 
to study this question. I think therefore there is considerable interest in the 
matter and maybe we can get somewhere with a good proposal. I don’t have 
the time now to go over all of the details of your bill in this letter, but on the prin- 
cipal point I am, I believe, now convinced that we need a study independent of 
the agencies now handling overseas affairs although their participation and 
testimony would, of course, be essential. I am a little worried that we could not 
get a commission of high caliber and between ourselves, I was never very enthusi- 
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astic about the congressional contingent on the Hoover Commission. With the 
exception of CLARENCE Brown, who worked hard and conscientiously, the others 
were pretty much a total loss. The work on any such commission, if it is to be 
done, will be done by public members and any prestige which attaches to their 
recommendations necessarily arises from the quality of the membership. 
Cordially yours, 
James K. Po.iock. 


YaLeE University Law Scuooun, 
New Haven, Conn., June 13, 1951. 
Hon. Georce MEADER, 
Congress of the United States, 
House of Representatives, 
Washington, D. C. 

DeEAR CONGRESSMAN Meraper: [| have your letter of June 9 and your enclosed 
speech on the Commission To Aid Underdeveloped Areas. I think that your 
proposal is a grand one and wish you success on it. I agree that we should be 
much more aggressively formulating a positive policy along the lines you indicate. 

When you formulate another version of the proposed agenda it might win 
friends to include a number of points on how to ease the impact of such a program 
on the recipient countries. 

With thanks and good wishes, 

Sincerely yours, 
Myres 8. McDovaat. 


THE Covurter-JOURNAL, 
Tue LoutsvitLe Times, 
Louisville, Ky., May 15, 1951. 
Hon. Georce MEADER, 
House of Representatives, Congress of the United States, 
Washington, D. C. 

Derark CONGRESSMAN MeEaApeER: Thanks for your letter of May 10. I have 
read with interest the speech which you delivered before the House of Repre- 
sentatives on an affirmative American foreign policy. I thoroughly agree with 
you that this country would be wise to develop and encourage the concept of the 
point 4 program. I have long had the feeling that our foreign policy is too nega- 
tive and based too much on trying to nulify the effects of various Soviet aciions. 
The sort of program you suggest would put us out front with an aggressive idea 
for improving world conditions. I hope that your proposal will arouse support 
from other Members of Congress, and I will watch with interest the develop- 
ments that may occur. 

Yours sincerely, 
Barry BINGHAM. 


JOSEPH AND STewartT A sop, 
Washington, D. C., May 14, 1951. 
Representative GeorGeE MEADER, 
Congress of the United States, Washington, D. C. 

Dear Mr. Meaper: Thank you for sending me the statement you made on 
the floor of the House about underdeveloped areas. I found it extremely in- 
teresting, and I heartily agree with many of the points you made. 

Yours sincerely, 
SrewarT ALsop. 


New York, N. Y., June 1, 1951. 
The Honorable Grorce MeApER, 
Congress of the United States, House of Representatives, 
Washington, D. C. 

Dear Mr. Meaper: I have now had an opportunity to study your speech of 
Monday, April 23, and hasten to say to you that in my opinion it is an example 
of the type of statesmanship which so seldom is reported in the press and, un- 
fortunately, even less frequently on the radio. You have made a brilliant analysis 
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of one of the major problems confronting us and you have proposed an eminently 
practical solution. Thank you for giving me an opportunity of reading it. 


Sincerely yours, 
Ep Murrow. 





(Citizen Patriot of Jackson, Mich.] 
REPRESENTATIVE MEADER’sS PLAN 


The proposal of Representative George Meader, of the Second (Jackson) 
District, that private industries be given a major role in the development of 
backward countries throughout the world merits serious consideration. 

Representative Meader would create a bipartisan commission (modeled on the 
Hoover plan group) to study the whole problem of aid to underdeveloped nations. 
His plan differs from the so-called point 4 program of President Truman in that 
the President urges a Government-financed, Government-run set-up. Meader 
would have his commission draw up a master plan, then give to American business 
the job of building factories or developing mineral and farm land where needed. 

Native workmen would be trained, native capital would undoubtedly partici- 
pate and new leadership would be generated that would spearhead self-operated 
programs in the individual countries. 

There are three primary advantages in Mr. Meader’s plan over President 
Truman’s point 4 program in its present form. First, it would eliminate the semi- 
socialistic aspects of point 4. Second, it would build up and reinforce the concept 
of free enterprise in nations that we must depend on in our ideological struggles 
against communism. And third, it would be financed largely with private capital 
instead of tax dollars. 

A fourth advantage—one that might ultimately be the key one—is that Meader 
would replace the too-often-fuzzy planning of bureaucrats with the hard-headed 
common sense of practical businessmen, men who would have to make the projects 
succeed or lose their jobs. 

The greatest handicap that Meader’s plan would face, as we see it—aside from 
the fact that it is offered by a minority party member—is the twofold job of 
erasing the widespread antipathy in other lands against foreign capital and 
“exploitation” and eliminating the fear among American businessmen that they 
would build up a successful enterprise only to have it seized by the government 
on some pretext or other. 

He offers programs to solve these problems; whether they would succeed re- 
mains speculative, although there is every reason to hope so. 

Although chances of Representative Meader’s plan being adopted by the 
Democratic majority at this time are slight, that does not mean it should be 
pigeonholed and forgotten. Development of all countries in the world to a 
point where the people are proeperans, happy, and self-sufficient is one of man’s 
most challenging dreams. Many feel it is the greatest hope for eventual world 
peace—certainly, if the have-nots are eliminated one major cause for war will 
have gone by the boards. 

The principal opposition to any such suggestion usually comes from those who 
say the people Representative Meader and President Truman seek to aid are 
largely incapable of helping themselves. They assert that any money we spent 
would just be poured down a rat hole. 

It’s all too easy for us to forget that there was a time when the United States 
was nothing but undeveloped land. Foreign capital financed the Mayflower, the 
Virginia Colony, Pennsylvania, Maryland, and all the rest. 

Our Nation didn’t grow and evolve in a day; in the process it had a full share 
of help. It’s well to note, too, that practically all of this foreign capital came 
from private investors. 

The Meader program is well worth keeping alive and supporting to the fullest 
extent. It’s objectives may be far distant, but they form a goal that is worth 
working and waiting for. 








[Detroit Free Press of Tuesday, July 17, 1951] 
A Britt To Get Facts on Point 4 


Rising water, bringing fire in its wake, has visited dire disaster on Kansas 
City. It could have been prevented. With adequate flood control the whole 
tragic, desolating horror would have been avoided. 
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Flood control costs billions. So does elimination of erosion and dust bowls, 
reforestation, slum clearance, adequate hospitals and institutions for the insane, 
and all the other vast works which must be done before America will be secure 
against vicissitudes. 

Until it is so, any talk of the United States setting out to remake the world— 
as President Truman does when he speaks of his point 4—is fatuous, puerile non- 
sense. Before we undertake to provide each Hottentot with a daily quart of 
pasteurized milk, our own house must be set in order. 5 

That is why his Capitol Hill colleagues should give earnest consideration to a 
bill introduced by Representative George Meader, a new Member of Michigan’s 
Republican delegation in Congress. 


WOULD SHOW ADVANTAGE OF AMERICAN WAY 


Meader concurs with the President that large portions of the earth’s surface 
need what Mr. Truman referred to in his inaugural address as “the benefits of 
our scientific advances and the industrial progress available for the improvement 
and growth of undeveloped areas.” 

He agrees also that the President was right when he said that “their poverty 
is a handicap and a threat both to them and to more prosperous areas.”’ 

Where Meader stops is at the administration demand that billions of dollars in 
American tax money be used as the magic wand with which it aspires to transform 
blighted regions into Edens. 

Before the necessity for doing that is accepted the Michigan Congressman 
would find out exactly why the workings of private enterprise rather than exported 
socialism can’t be made to do the job. Very pertinently he said: 

“Just as the United States miraculously outstripped state-controlled economies 
in war production in World War II by calling upon the immense store of energy 
and initiative residing in a free people, we can demonstrate the superiority of the 
free enterprise system over state ownership and management in developing the 
world’s natural resources for the benefit of its people.” 


NOBODY HAS BOTHERED TO DISCOVER THE TRUTH 


Admittedly there are hindrances to that. A major one is the political uncer- 
tainties which makes private capital hesitant to undertake ventures abroad. 

That is exactly where Meader’s bill comes in. It would create a nonpartisan, 
nonpolitical body modeled on the Hoover Commission to explore existing barriers 
to the exercise of American initiative in lands where Mr. Truman would activate 
his hit-the-taxpayers point 4. 

It is the obvious beginning point. Until the bars to private initiation of our 
“scientific advances and industrial progress’”’ in undeveloped areas are precisely 
known they cannot be removed. 

And until we know to what extent they can be done away with neither Mr. 
Truman nor anyone else can vouch for the validity of his point 4 concept or any 
part of it. Yet until Meader introduced his measure no one, Mr. Truman least 
of all, ever bothered to find out whether there was even partial justification for 
the point 4 idea. 

That is why we say Meader’s colleagues ought to give his bill their serious 
attention. 


[Democrat and Chronicle, Rochester, N. Y., for July 8, 1951] 
Point 4 DANGERS 


Enthusiasts for the point 4 principle of lavishing American technical and 
financial assistance in backward countries to help raise their standards of living, 
have been cooled off a bit by recent evidence of ill will toward America in parts 
of the world where they had expected to launch their experiments. While this 
ill will is largely manufactured by propaganda of Communist origin, it is none- 
theless a barrier to large-scale aid programs, at least for the present. 

Representative George Meader, of Michigan, aims to get around this barrier 
by introducing a bill to set up a commission to survey the point 4 program with 
a special view to carrving it on through the private enterprise system, and less 
through the Federal Government. His idea, apparently, is that point 4 would 
be an irresistible temptation to the Government planners and spenders, unless 
checked by level-headed businessmen. 
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The question that occurs to us is whether private enterprise will warm up to 
the project after seeing what has happened to foreign investments in China, 
Iran, and other places where our capital has ventured. It does not take much 
to change legitimate investments into the charge of exploitation. American 
money invested in large-scale foreign projects becomes imperialism when it 
begins to return a profit. Wise and sympathetic management may evade this 
danger, as our oil interests have done thus far in the Arabian region, but it seems 
re igeg that any large-scale foreign program can safely be projected on this 
oasis. 

First-hand observers have advised that we extend our help only after requests 
from foreign governments for definitely specified projects. If, even with the 
best intentions, we try to force our help, whether of techniques or of money, we 
are likely to run into difficulties. 





[Saginaw (Mich.) News of April 25, 1951] 
HANDLING OF Potnt 4 Can Be Done SENSIBLY 


Representative George Meader, Michigan Republican from Ann Arbor, has 
proposed a bipartisan commission to study and investigate the problem of aiding 
underdeveloped areas under President Truman's point 4 program and to formu- 
late plans and recommendations from time to time. It would be a continuing 
commission, composed of 10 members named by the President, six from private 
life and four from the executive branch of the Government, two Senators named 
by the Vice President, and two Representatives named by the Speaker of the 
House. In each category, not more than half could be from the same political 
party. 

Representative Meader would apply point 4 money in the traditional Ameri- 
can way—to help the peoples of the underdeveloped areas to help themselves, 
rather than to try to do it for them. He makes a strong argument for such 
treatment of point 4 funds: 

“Let us reaffirm our faith in the economie and political philosophy upon which 
this Republic was founded. Let us believe that the liberation of the forces of 
the human soul which conquered our own wilderness and harnessed the forces of 
nature for the benefit of ourselves and our posterity can likewise be employed for 
the benefit of peoples who only now are emerging from the shackles of feudalism 
and slavery. Let us act in that faith. With humility and anxious to absorb 
the many advantages of the culture of the peoples whose material lot is less 
pleasant than ours, let us offer to contribute the pioneering, courageous, enter- 
prising spirit which is our inheritance. But let it be the voluntary and sporta- 
neous contribution of the American people in a self-sustaining, mutually beneficial 
economic movement. Let us not admit decadence and impotence in the free- 
enterprise system through engaging in state-owned, tax-supported, proprietary 
activities reminiscent of the totalitarian socialism we abhor.” 

Representative Meader’s plan calls for the creation of conditions in the under- 
developed areas that will attract private investment, not merely the hand-out 
of American public money, at the expense of American taxpayers. It is opposed 
to the practice of making loans to foreign governments, which tend to put those 
governments into private business, in competition with private businessmen, and 
to drive away private investments. 

Willis H. Hall, secretary of the Detroit Board of Commerce, pointed up the 
danger in loans to foreign govern ments when, on his return from a trip to South 
America, he urged the United States to sell more machinery to South American 
countries. He quoted President Peron of Argentina as saying that the United 
States is giving too much money to foreign governments. Peron was quoted as 
saying: ‘“‘When this is done, the money is used mainly for political purposes.”’ 
Dictator Juan Peron certainly should know what he is talking about when he talks 
of this matter. 

Administration reaction to Representative Meader’s proposal will be interesting 
to watch. If the administration is sincerely anxious to help underdeveloped areas, 
it is difficult to figure a better way. 

But if the administration is more anxious just to spend American money, 
keeping control of that money for use where it feels it will do the most political 
good, and promoting socialistic development in those areas, rather than the 
American enterprise system, it will hardly show any interest in a bipartisan com- 
mission, 

If that is the administrator’s idea of point four, it will prefer to turn its adminis- 
tra tion over to Dean Acheson, as President Truman recently announced his 

ntention of doing. 
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[Nashville Banner, July 7, 1951} 
FREE ENTERPRISE FOR Point 4 


A new and affirmative approach toward a more practical point 4 program for 
aid to underdeveloped countries has been suggested by Representative GrorGE 
MeaDeER of Michigan. The proposal, which he already has introduced in the 
form of a bill, would attempt to shift the free democratic peoples onto the offensive 
in their ideological combat with totalitarianism by carrying out all aid in the 
American spirit of free enterprise. : 

Such an approach, if adopted, would be a vast improvement over the present 
Truman plan which amounts to little more than a technical-assistance program 
and which threatens to become a rathole into which increasing billions will be 
poured with little or no results. Several countries even have rejected assistance 
offered them on the present terms either because they didn’t like its charitable 
nature or because they suspected our State Department of wanting to introduce 
social reforms inimical to their interests. 

MEADER points out that the current aid programs which are financed by the 
American taxpayer and managed by Federal bureaus can accomplish only a very 
small fraction of what can be done through employing the uniquely successful 
American principles and techniques of the free-enterprise system. He thinks 
the Government’s role should be one of seeking to create the climate in which 
private enterprise can do the job of developing natural resources; that it should 
form a plan to provide against expropriation of property of nonnationals without 
fair compensation; that it should prevent overreaching, exploitation, and monopo- 
listic trade practices to insure free and open competition, but that it should not 
engage in proprietary undertakings nor make extensive grants of public funds. 

Congress should reaffirm its faith in the economic and political philosophy upon 
which this Nation was founded and give the bill its early attention. Only stupidity 
and folly are behind the present policy of admitting decadence of the free-enter- 
prise system through engaging in state-owned, tax-supported activities which 
resemble so closely totalitarian socialism. The positive point 4 program advocated 
by Congressman MEaDER will represent a voluntary and spontaneous contribution 
of the American people to a self-sustaining and mutually beneficial economic 
movement. 


[Saginaw (Mich.) News of June 21, 1951] 
Point 4 APPLICATION 


For a freshman member of the minority party, Representative GeorGE Mraper, 
of the Second Michigan District, is attracting more than a little attention in 
Washington and laying the foundation for some constructive legislation in the 
future, if the ranks of the Fair Deal spenders are further reduced. 

His latest contribution is a bill to create a study commission to survey the 
point 4 program for helping underdeveloped and underprivileged areas of the 
world, with the view of doing it more through the private enterprise system, 
less through Federal Government hand-outs all over the globe. 

With the present complexion of Congress, it is not likely Representative 
Meaper will get very far immediately with this bill. 

But with growing dissatisfaction over the administration’s attempts to hide 
point 4 money in both military and economic aid for foreign nations, there is a 
chance some of the principles of the bill may be felt before final action is taken 
on the $8,500,000,000 which President Truman has asked for his omnibus foreign 
aid purposes. : 

Development of underdeveloped areas of the world has never been opposed by 
private enterprise in this country. In many instances, it isn’t too popular with 
the people of the underdeveloped areas themselves, who like their own old-fash- 
ioned methods of doing things and are skeptical of new ideas brought from abroad. 

In those countries which really desire improvement in their agriculture, their 
industry, their health, and their utilization of natural resources and which provide 
the proper political climate in which foreign investments can flourish, the job can 
be done better by private enterprise methods than by Government agencies 
whose principal interest is perpetuating their own jobs and spending Uncle 
Sam’s money. 
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FRIENDS MEETING OF WASHINGTON, 


Washington, D. C., June 5, 1951. 
The Honorable Gzorce MEADER, 
House Office Building, Washington, D. C. 

Dear Mr. Meaver: Thank you for your letter of May 29, enclosing a reprint of 
the statement which you made on the floor of the House when you introduced a bill 
to create a Commission on Aid to Underdeveloped Areas. 

I wish to commend you on the bill which you have introduced and on the state- 
ment which you made supporting the bill. It seems to me that your plan offers 
an opportunity for real statesmanship in bipartisan foreign policy at a highly con- 
structive level. 

The idea of bipartisanship in the Commission which you propose is ¢ good one, 
and I should like to see that similar idea extended to insure that aid would be 
given to underdeveloped areas of the world, without regard to political considera- 
tions. I am aware that it may be more difficult to secure approval for such a 
program, if the aid offered by our Government is free of polisical attachments, 
but it will fail in its humanitarian and constructive purpose unless it can be offered 
freely to all areas where there is need. 

Sincerely yours, 
Hersert M. Hapuey, 
Meeting Secretary. 


County or Los ANGELEs, 
Boarp OF SUPERVISORS, 
Los Angeles, June 19, 1951. 
Congressman GEORGE MBADER, 
House of Representatives, Washington, D. C. 

DeEaR ConGRESSMAN MEApDER: While I have not had time to study and analyze 
in detail your April 23 speech and the accompanying bill, it seems to me your 
principle is thoroughly sound. I hope you will press persistently for enactment. 

I returned from a study tour of Jordan and Israel last month and I am convinced 
that, in Jordan, for example, where technical guidance is needed, great strides 
could be made in large-scale irrigation with the help your Commission could pro- 
vide. And such development would have a far-reaching effect to stabilize the 
potentially explosive Near East and Middle East. Many other examples in other 
parts of the world could be cited. 

Very cordially, 
Joun ANSON Forp. 


New York, N. Y., June 12, 1951. 
Representative GeEorGE MEADER, 
Congress of the United States, 
House of Representatives, Washington, D. C. 

Dear CONGRESSMAN MEADER: I was very happy to receive your letter telling 
about your introduction of a bill in the House of Representatives to create a 
commission to aid underdeveloped areas. May I congratulate you upon this 
approach to a positive foreign policy for the United States. I agree with you so 
heartily that this is a far more effective way of containing communism than all 
the coercive legislation that could possibly be passed. 

It seems to me that we have so much to give in technical ability and creative 
imagination in this country that it is important we make the world realize what 
America can do and what it really is and means to her citizens. 

I wish you good luck with your suggestion. 

Sincerely yours, 
Mrs. Henry G. (AaNes) LEACH. 


Litre, LeSourp, Patmer & Scort, 
Seattle, Wash., May 29, 1951. 


Hon. GeorcE MEADER, 
House of Representatives, Washington, D. C. 
Dear Mr. Meaper: I acknowledge receipt of your letter of May 21, enclosing 
reprint of the statement you made on the floor of the House in connection with 
your bill to create a commission on aid to underdeveloped areas. I have read your 
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remarks and the bill with genuine interest. I think definitely that it is a step in 
the right direction. To what extent, if any, it overlaps or differs in basic policy 
from the recent report of the committee headed by Nelson Rockefeller I have 
not been able to determine from a cursory reading of both vour statement and the 
latter committee’s report. ; 

There is no doubt in my mind that something along this line is badly needed 
and I certainly am happy to give it my support in principle. : ? 

I have recently returned from a round-the-world trip and over a period of the 
last 20 years, have traveled extensively in foreign countries. I agree 100 percent 
that we need a foreign policy which is essentially positive, rather than negative. 
Mere containment is not enough. 

Please let me know if there is anything I can do tohelp. I have many friends in 
both the Senate and the House, and will be glad to do whatever I can. 

Sincerely yours, 
Hersert 8, Lirrre. 


PuiLtapetpuia, May 24, 1951. 
Hon. Grorce Meraper, 
House of Representatives, Washington, D. C. 

Dear Mr. Meaper: I wish to acknowledge your letter of May 21 together 
with the copy of your speech on an affirmative American foreign policy as appeared 
in the CoNGRESSIONAL Recorp. Your suggestion of creating a bipartisan Com- 
mission on Aid to Underdeveloped Areas under the point 4 program is splendid. 
You have prepared a fine argument on its behalf and J certainly wish you success 
in your efforts. 

On Monday I am flying to Europe by TWA for a month, otherwise it would 
be a pleasure to call on you and discuss your ideas. After my return I may 
possibly have an opportunity to do this. , 

With very best wishes, I remain, 

Sincerely yours, 
MicHakEt Francis Doyie 


Los ANGELEs, Cauir., July 5, 1951. 
Hon. Greorce MEADER, 
House of Representatives, Washington, D. C. 

Dear Str: I have reviewed your bill to create a Commission on Aid to Under- 
developed Areas and the underlying principle of your bill is much better than 
the underlying principles of the present law providing aid to underdeveloped 
areas. 

My observation in foreign countries where ECA has been in existence is that 
the funds have been used in the main to develop Government-owned industries 
and other semisocialistic institutions such as cooperatives, etc., and nothing has 
been done to foster private competitive enterprise in these countries. The net 
result of the operations to date has been to strengthen cartels and other such 
institutions which are inimical to the private competitive enterprise system and 
it has done much ‘o hold back the economic development of Europe. 

A program designed to aid the private competitive enterprise system in foreign 
countries and by the same token aid underdeveloped areas would go a long way 
toward accomplishing what these funds should accomplish. Your bill is in the 
right direction. 

Very truly yours, 
E, 8S. Hartwick. 


New York, July 12, 1951. 
Hon. GeorceE MEADER, 
Congress of the United States, House of Representatives, 
: Washington, D. C. 

Dear ConGrRESSMAN MeEapeEr: I have read your April 23 statement which 
you were kind enough to send me with a request for comment. 

My personal reaction is that you are on solid ground. There has been a con- 
siderable succession of official reports laying out plans and programs for develop- 
ment of so-called underdeveloped areas abroad. All of these, I believe, have 
mentioned ‘obstacles and hazards presently inhibiting the development of the 
natural resources of underdeveloped areas through the efforts of private citizens 
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and companies and the investment of private capital.’’ Then they go on to use 
the existence of these obstacles and hazards as a proof that government grants 
and loans are necessary, and come out with the conclusion that some large sum 
must be put up by the American taxpayer each year to bring about development. 
There is a cart before the horse aspect to it, and the unfortunate result is that 
attention is distracted from the fundamental task of relieving obstacles and 
hazards, and focused upon getting some more money out of the Congress. I like 
what you have to say about penetrating below the surface of emotional generalities 
and getting down to the bedrock of hard facts. If your commission could do this, 
in a fair and objective manner, it could make a real and lasting contribution to 
world economic development. 
Sincerely yours, 
Morris O. JOHNSON. 


Dresser INpusTRIES, INC., 
: Dallas, Tex., June 6, 1951. 
Hon. GEorRGE MEADER, : 
Congress of the United States, House of Representatives, 
Washington, D. C. 

Dear Mr. Meaver: Thank you for your thoughtfulness in sending me a copy 
of your speech and of the bill which you have introduced for the establishment of 
a Commission on Aid to Underdeveloped Foreign Areas. 

Since the companies in the Dresser Industries group have widespread interests 
abroad, and because I agree in principle with both your remarks and the content 
of the bill, I have read both with considerable interest and care. The program 
you outline is, indeed, a conservative one and, if properly implemented, could be 
a significant factor in a return to normalcy. By way of comment, it has occurred 
to me that to the agenda of the Commission might be added the task of considering 
and recommending ways and means of continuing and expanding the interchange 
between countries of scientific, production, and management personnel of private 
industry. This could in part be financed by contributions from the partici- 
pating countries and in part by private industry. 

Also, it seems to me to be desirable, at the very outset, to invite and vigorously 
seek the participation and cooperation of governments other than our own. In 
other words, I believe that the Commission you propose might well be not only 
bipartisan but multinational. 

Again, thank you for your kindness in sending me this literature and I will 
follow the progress of the bill with great interest. 

Yours very truly, 
H. N. Ma tuon, President. 

Mr. CurperFievp. I wish to thank you for a very fine statement. 
I also read your speech in the Congressional Record and found it very 
interesting. Certainly we ought to have private enterprise and pri- 
vate business get interested in programs of this kind, and I again thank 
you for coming here and giving us the benefit of your views. 

Mr. Merrow. I want to compliment you on what you have had to 
say about the possibility of developing these countries so that there 
could be a greater investment of private enterprise. 

On page 4 of your statement you have two points, the first of which 
is: 

Prohibit and prevent imperialistic exploitation and monopolistic, restrictive 
trade practices— 
being one of the things that the commission ought to study and develop 
specific workable methods whereby the governments may do those 
things; and your second point is to— 
encourage—possibly through incentives, the granting or withholding of assistance, 
or otherwise—fair and ethical dealing and equality of opportunity under free and 

open competition. 

Do I take it from that second point that you would tie the assist- 
ance that we might give to these countries to the manner in which 
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they change conditions so that free enterprise would be encouraged to 
go into those countries? 

Mr. Meaper. That was not what I had in mind, Mr. Merrow. 
What I had in mind was incentive legislation, which is a field of legis- 
lation not very extensively explored. I recall, years ago, attending 
a hearing at which Senator Vandenberg and Senator Herring were 
considering incentive legislation and was impressed that there were 
great possibilities in that field which have been overlooked. 

What I had in mind was, for example, the possibility of an agreement 
between the United States and an underdeveloped area where certain 
standards might be set up assuring fair and ethical dealing and equality 
of opportunity which might favor those desiring to invest in those 
countries, providing they lived up to those standards. 

For example, it might be determined as a matter of policy that 
combinations of foreign and local capital should be encouraged or that 
restrictive trade practices should be discouraged. To accomplish these 
purposes a favored position might be created for those investors who 
observed standards set up by intergovernmental agreement designed 
to accomplish those objectives. My idea was not that we would 
promise something to some foreign government in case they did 
certain things. What I was thinking about was the investment and 
the investors. I believe our objectives might be accomplished through 
incentive legislation, because I think that is a field that deserves 
investigation. 

Mr. Merrow. It seems to me the extent of the incentive would 
depend upon the extent to which the country set up means to encour- 
age private capital investment. 

Mr. Gorpon (presiding). Before we go downstairs to answer the 
roll call, there will be somebody right back, and we will have Mr 
Frost, as our next witness. 

Mr. Meaper. I would like to present him, if I might. 

Mr. Gorpon Yes, if you will, please. 

Mr. Meaper. I would like to present Mr. Richard B. Frost, who is 
with the Detroit Board of Commerce. 

I learned, after my bill (H. R. 3798) had been introduced, and after 
I had contacted the executive director of the Detroit Board of Com- 
merce, that they had been engaging in quite an extensive program of 
encouraging the investment of United States firms, and particularly 
firms in Detroit, in underdeveloped areas and other areas of the 
world, and were very much interested in this program. They have 
obtained some very interesting results from the study which they 
made; Mr. Frost is fully familiar with that program. 

Mr. Gorpon. I am more than sure that the members will be pleased 
to hear his statement. 

Mr. A. A. Risicorr (presiding). Mr. Frost, will you proceed. 


STATEMENT OF RICHARD B. FROST ON BEHALF OF THE 
DETROIT BOARD OF COMMERCE 


Mr. Frost. The Detroit Board of Commerce, hereinafter known as 
“we,” representing the many vast and diversified industries and 
businesses operating within the Detroit area whose connections and 
investments are extended throughout the entire world, has been 
concerned for the past several years with the current postwar problems 
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as manifested in the instability of the world’s currencies, dollar short- 
ages, periodically recurring international economic crises, the Com- 
munist threat to the world peace and security and the efforts and 
attempts by this Nation in finding a solution or solutions that will 
end or alleviate the present world problems. 

The Detroit area is the center of mass production and the world’s 
largest producer of the industrial products destined for world markets. 
Members of this organization export over $1,250,000,000 in products 
each year to the markets of the world. This represents over 10 percent 
of the entire United States yearly exports. Detroit is likewise a major 
consumer of raw materials and products produced throughout the 
world. Over 300 imported items are needed for the production of a 
sing'e automobile. 

While the economy of the United States and, to some extent, the 
world, is dependent upon the strength and continued high employment 
of the mass-productior industries, the economic well-being of these 
industries, the city of Detroit and the State of Michigan is dependent 
upon a high tevel of international trade and a relatively free and 
competitive access to the world’s markets. Over 800 Michigan firms 
are engaged in some form of world trade and bundreds of other Detroit 
and Michigan firms and industries, not actively engaged in exporting 
or importing, utilize raw materials from abroad or fabricate for firms 
exporting the finished product. It has been estimated that one out 
of every seven employees in the Detroit area is employed as a direct 
result of world trade. Retail and wholesale merchants depend upon 
the continued high purchasing power of these workers. 

The administration has skin Congress for 8% billion for foreign 
aid this year. If Congress accepts the administration’s request, 
Michigan will be expected to pay $407,150,000, or $64.60 per person 
and $150.30 per taxpayer. 

We of Detroit and Michigan fully appreciate the tremendous stake 
we have in world trade and affairs and in the attempted solutions to 
the current post and prewar problems now plaguing the world’s com- 
merce, the world economy, and the peace and security of this Nation. 

On January 20, 1949, President Harry S. Truman first enunciated 
an idea for a new foreign aid program designed to aid the development 
of the backward and underdeveloped nations of the world. ‘Fourth, 
we must embark on a bold new program for making the benefits of our 
scientific advances and industrial progress available for the improve- 
ment and growth of underdeveloped areas.” As a result of the intense 
interest of the members of the Detroit Board of Commerce in world 
conditions and foreign aid programs, and as a result of the vast experi- 
ence of the businessmen and industrialists of this organization in the 
field of international trade and investments, we respectfully request 
all interested in the so-called point 4 program to review the following 
comments and suggestions representing the views of the board of 
directors of the Detroit Board of Commerce. 

1. We are completely in sympathy with the proposal of the Presi- 
dent to assist in every practical way possible the development of the 
less developed areas of the world. Communism is not defeated by 
words but by deeds. We must improve the lot of the peoples of the 
world where standards of living are below normal. We recognize that 
the point 4 program derives its primary importance from the national 
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interests in the United States, as, therefore, an implement of national 
defense. 

We further realize as the various regioas of the world prosper and 
progress, they will in turn become an ever increasing market for Ameri- 
can products in proportion as their resources are developed, purchasing 
power increased and standards of living improved. Thus a twofold 
benefit will accrue to both the less developed areas and to business and 
industry in the United States. A high level of international trade 
means peace and prosperity for all. 

American industry has been developed to a high standard of produc- 
tion. We have plants capable of great production which must be 
operated to their normal capacity in order to employ American labor 
to the fullest extent and to make available their products to the various 
areas of the world in need of these goods for their own development and 
use. To have continued prosperity in the United States, it is necessary 
to seek sales in the export field. Many of the world’s markets are near 
their peaks while others have not or have just begun to indicate their 
potentialities. In many cases they require power, water, and trans- 
portation, and so forth, before they will be desirable or of potential 
value to American labor and industry. If properly developed, the 
greatest markets of the world, hitherto virtually untouched, will 
rapidly become markets for American industry. 

The average citizen of Cuba purchased American goods to the 
amount of $98 per person per year, according to the Department of 
Commerce, 1947. It is estimated that 2 million people in the western 
area, where electricity, power, and roads are svailab e, buy 90 percetn 
of the imports from the United States, while the people in the un- 
developed area are buying approximately 10 percent. 

In 1947 exports to Cuba totaled $491,000,000. The average 
purchase per person per year in the prosperous area is approximately 
$220. There are some 2 million people in the prosperous area so they 
account for $440,000,000 of the $491,000,000. If the purchasing 
power of the 3 million people in the backward areas were raised to 
the same level as those in the developed area, exports from the United 
States to Cuba would increase $631,000,000, or to a total export per 
year of $1,170,000,000. It would seem apparent that in improving and 
developing the backward areas of Cuba the United States exports 
would increase $698,000,000 per year. 

If this can be done in Cuba for the 5 million population it would be 
apparent that the 20,000,000 peoples of the Caribbean area, if given 
proper help for their development, would increase the amount of ex- 
ports from the United States to approximately $2% billion. 

We also realize that the political stability of such areas will be 
definitely served as their resources and their economy are developed. 
It follows, therefore, that it is in the interests of the United States to 
implement the President’s program. 

2. We believe that the point 4 program should be thought of as 
an extension to the less developed areas of the world of American 
technical know-how and investment, such as has been going on for 
years. Billions of dollars of American capital are now at work around 
the world, in many instances in cooperation with local capital, and is 
achieving the very results which the President is seeking. 

We agree with the President that a new emphasis should be given 
to this type of cooperation between American know-how and capital 
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along with the skill and capital of overseas countries, with particular 
direction toward those areas that have vast underdeveloped poten- 
tialities and where the need for economic development is particularly 
eat, and where raising standards of living will result in a stronger 
ulwark against the inroads of destructive political and economic 
ideologies. 

3. We recognize that there is a sphere for Government action as well 
as for private enterprise. Only if the two go hand in hand, each to 
its appointed task, will the hopes and ambitions held for the point 4 
program ever be realized. 

In matters of health, port facilities, government, sanitation, educa- 
tion, and in other fields beyond the scope and authority of private 
enterprise, the United States Government has a tremendous field 
for action. 

In working out programs for the development of basic services, such 
as agriculture, sanitation, and vocational training, we support the 
methods developed by the Institute of Inter-American Affairs, that is, 
“servicios” jointly staffed and largely locally financed. 

4. We believe that there is also a semigovernmental field for 
action in which such organizations as the International Bank for 
Reconstruction and yHiton arenes and the Export-Import Bank have 
and can continue to perform an important role in the development 
of the various areas of the world in need of their services. 

We believe that the Export-Import Bank could further serve 
to implement the point 4 program in two ways: 

(a) By direct loans to developments in underdeveloped countries 
where it would be difficult or impossible to obtain the loans from 
private sources and where American engineering firms can prove.to 
the satisfaction of the bank’s officials that such loans are of a produc- 
tive nature and are a good business risk. : 

(6) By the encouragement of private American capital in overseas 
investments by means of the guaranty principle. That is, by freeing 
American foreign investments from the risks other than the ordinary 
everyday risks involved in domestic investments. By this we mean, 
(a) freedom from the unusual risk of inconvertible currencies, (6) free- 
dom from the unusual risk of loss of investment in whole or in part on 
account of political contingencies such as confiscation, seizure, de- 
struction, or forced abandonment due to the act of any government 
which prevents the further transaction of business. 

5. We further believe that a special committee consisting of Ameri- 
can businessmen, industrialists, and engineers should be organized to 
assist the Export-Import Bank in its work of implementing the point 
4 program. The Export-Import Bank should not approve any spe- 
cific projects under this program until a report on that project had 
been filled by this committee. 

6. We are definitely opposed to any scheme for vast global spending 
on a Government level. We do not believe that the objectives of this 
program can be achieved merely by pump-priming the world economy 
with additional billions of taxpayers’ money. While this was neces- 
sary during the immediate postwar years for the providing of funds 
for emergency relief for the war-torn nations of the world, such ex- 
penditures now would accomplish little in the way of permanent de- 
velopment or progress and could have a most serious adverse effect 
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upon the economy of this country which is already heavily burdened 
by taxation. 

7. We believe the term “backward and underdeveloped” is wrong, 
for it connotes lack of progress. In many of these regions, to the 
contrary, there is great progress. It is only that this progress has 
but recently begun and the potentialities are so great. A hundred 
years ago the United States in comparison to other nations was like- 
wise an underdeveloped area. There are, in fact, some areas in the 
United States today that could yet be classified as underdeveloped. 

We would like to point out that many areas will never develop, 
both for economic, political, and geographical reasons. To attempt 
to force development would be a costly mistake and would inevitably 
result in failure. 

8. We believe that this new program must be operated on a busi- 
ness level and not on a governmental level. Businessmen and indus- 
trialists in these countries generally have a more intimate knowledge 
of what is needed with regards to business and industry to bring about 
lasting improvement than do the governments. 

We especially stress the need for help other than money. By this 
we mean the voluntary aid which could be given by American manage- 
ment in the way of technical help and know-how. It will be impos- 
sible for the United States Government to act as other than a clearing- 
house for industrial projects. Such projects must be handled on an 
no 9 acme basis, the details to be worked out by industry 
itself. 

Since industrial skills and modern technology are largely the posses- 
sion and property of private enterprise, it is submitted that the only 
way these talents can be put to work effectively is to bring the Amer- 
ican entrepreneur into direct contact with his counterparts in foreign 
countries. 

9. We believe that the obstacle of double taxation which faces 
private United States capital when it ventures out of the United States 
must be ended. Every dollar of private capital that goes abroad 
decreases by an equivalent amount the need for Government loans 
and grants. This flow of private capital should be encouraged rather 
than discouraged as is the case at the present time. 

10. We believe that some tax inducements might well be given to 
firms and individuals investing their capital abroad. For example, 
an arrangement might be worked out and authorized by Congress 
whereby, through appropriate treaties, both the United States and 
any country which is host to any United States foreign investment 
would consent to accelerated amortization, for domestic income-tax 
purposes, of the actual investment required. We have in mind the 
5-year write-off of war plants, privately constructed, which was pro- 
vided for in tax laws during World War II. 

In addition to a 100-percent write-off for tax purposes of any ap- 
proved foreign investment, within a maximum 5 years, we would 
also recommend the instantaneous write-off of any remaining balance 
in the event that, due to the outbreak of hostilities, in the host coun- 
try, or in case of riot, revolution, administrative decree, or otherwise, 
the transaction of business becomes impractical. 

11. We believe that there must be changes in the United States 
customs and tariff laws. If United States firms are to invest abroad, 
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they must import a vast amount of extraneous business material tha‘ 
always flows between the home office and subsidiary or branch plants. 
At the present time, outmoded United States customs regulations an: 
laws restrict this flow of vital business material. The law must bh 
changed so that this material may be imported freely into the Unite 
States. 

Customs laws and tariffs in the United States must be made mor 
conducive to the importation of goods from abroad. If we are to 
encourage production in the world, we are assuming a moral obligation 
to likewise open our doors to the purchase of this increased production. 
If we refuse to do this, then the entire program will falter and the 
world will again find itself involved in another major depression. 

12. We believe that prior to taking any tangible steps for the 
implementation of the point 4 program, Congress should pass th 
Meader bill, which provides for the establishment of a bipartisan 
commission to investigate and report on ways and means that un- 
reasonable barriers to overseas private investments may be removed. 

If these barriers are discovered and removed, much of the need for 
Government assistance may be dissipated. We would like to stress 
that business and industry in many of the areas in question would 
welcome private United States cooperation and investment. These 
same groups in many cases would object to any industrial or business 
program worked out on a government-to-government level. 

13. We believe that during the present emergency we can make a 
significant contribution to the less-developed areas by not overlooking 
their needs. Many of these regions are in the midst of great develop- 
ment programs. Their continued progress depends upon obtaining 
from this country the machinery and other requisites to expansion. 
We must make certain that these goods are available to sustain their 
economies and development by the granting of export priorities. 


CONCLUSION 


In conclusion, we support the principles voiced by President Tru- 
man’s suggestions for a program to assist in the development of various 
areas of the world seeking and capable of sustaining such development. 
We respectfully urge all Americans to see that this program is worked 
out on a business level and not on a Government level, with exception 
of those instances in which only Government can render the aid 
needed. Only by so doing can the aspirations and hopes held for this 
program all over the world be realized without placing an undue and 
dangerous additional burden of taxation upon the American economy 
and the American taxpayer. 

I would like to take a moment now to briefly expand on some of the 
points set forth in our statement of policy on the point 4 program. 
A few examples taken from the hard crucible of practical experience 
may prove of value to the members of this committee. 

Business and industry in the city of Detroit and the State of 
Michigan are genuinely interested in the basic objectives underlying 
the point 4 idea. Since the President’s inaugural address the program 
has been hailed and acclaimed, condemned, and debated, and numerous 
proposals and plans have been originated for the implementation of 
point 4. 
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Unique among those interested in the President’s speech were the 
businessmen and industrialists of Detroit and the State of Michigan. 
Inspired by the leadership of internationally minded businessmen 
and industrialists such as John Coleman, president, Burroughs Adding 
Machine Co., Charles O’Connor, president, Reichhold Chemicals 
Corp., and a host of others, they formulated their own local point 4 
program, now known as the Detroit plan. 

There are many facets of the Detroit plan, but perhaps of primary 
importance has been the overseas tours. Each year 45 of Detroit’s 
most important business and industrial leaders leave their busy desks 
for a 3 weeks to 1 month tour of a different area of the world. .The 
sole object of these tours is to investigate and determine methods in 
which business and industry in this area can cooperate with their 
counterparts abroad by mutually pooling their capital, technical 
know-how, and management for the benefit of both areas. In Europe 
our group established three new plants and others are still in the stage 
of negotiating. 

We have just returned from South America where we expect 8 to 
12 new partnership arrangements between Detroit and South American 
industries. Whenever possible, these new manufacturing plants are 
established on a partnership basis with the parent plant in Detroit 
holding a minority interest of no more than 49 percent. 

I would like to submit at this time the story of the Reichhold 
Chemicals Corp.’s foreign operations. I would like to insert this 
document in the record. 

Chairman Ricuarps. I do not think we could place this in the 
record. How much of it do you want inserted? 

Mr. Frost. Just these two pages here. Perhaps I can obtain 
copies and send them to the committee members. 

Chairman Ricwarps. I would rather you do that because so far 
we have not inserted in the record any copies of periodicals. 

Mr. Roosrve rt. I received a copy of that this afternoon, and I 
believe it was submitted to other members. 

Mr. Frost. Herein you will find the details of the Detroit program 
as carried out by one company and some of the unnecessary Govern- 
ment obstacles encountered. Reichhold Chemicals Corp. knows the 
problems to be encountered in overseas investment as it has in the past 
few years established 11 plants outside the continental limits of the 
United States. 

A few months age we outlined this program to business, political, 
and industrial leaders of six South American nations, so-called back- 
ward areas. They welcomed this plan wholeheartedly. In fact, 
both in person and in editorials in their newspapers they stated that 
what they wanted was private United States capital and technical 
knowledge to work in cooperation with that of their own land. This 
is the essence of the Detroit plan. They told us frankly that they 
hoped we would keep our Government at home. 

As an example of some of the unnecessary problems business faces 
when it ventures abroad, I would like to call your attention to point 11 
in our statement of policy. This is the point pertaining to the im- 
portation into the United States of technical material. You cannot 
build a plant abroad and efficiently operate that plant without a 
continuous flow of extraneous business material between the two 
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offices. At the present time, however, all such material is subject to 
import duties and the delays of clearing such matter through customs. 
The import duty on blueprints is 10 percent ad valorem. Does this 
mean 10 percent of the cost of printing the blueprint or 10 percent of 
the fee paid the engineers or architects? No one, including Wash- 
ington, seems to be sure. Even with a reasonable interpretation of 
this duty, the importer will experience delays of from 2 to 3 days and 
up in clearing his blueprints through customs. Take the case of 
Detroit firms with branches across the river in Canada. Advertising 
layouts and specifications brought from the Windsor office to the 
Detroit office for a final O. K. by the advertising manager must pass 
through customs and duty must be paid though their stay in this 
country may be but a few hours. 

These are all nuisances but they are great enough to deter at least 
one top engineering firm in Detroit from establishing offices in Europe 
and they now threaten a major plan by a Detroit concern which plan 
is in accordance with the very ideals of point 4 and has been acclaimed 
by ECA officials. 

Allow me to cite but one additional case. The Nash-Kelvinator 
Corp. some time ago decided to produce a technical motion picture 
on the servicing and assembling of Kelvinators. This picture was to 
be distributed throughout the Spanish-speaking area of Latin America. 
Here was an excellent example of the exportation of technical know- 
how as advocated by the President. Since the picture was for 
distribution in the Spanish-speaking areas, Nash-Kelvinator arranged 
for production of the film in Mexico City in Spanish. This was 
accomplished and the film was distributed to Nash-Kelvinator 
dealers throughout Latin America. Naturally, the Detroit office 
wanted a copy of the film for their home office files. An additional 
copy was ordered and shipped to Detroit with an invoice covering the 
cost of printing the duplicate. The film was cleared through customs 
and then the fun started. Customs officials spent the better part of 
3 days quizzing the heads of this great company on the entire opera- 
tion relating to the production of this film in Mexico. Think of the 
loss in valuable executive time. Finally, customs decided that the 
dutiable value was the entire cost of filming down in Mexico. The 
Nash-Kelvinator Corp. paid duty on this basis. This, however, was 
not enough. The corporation was then fined several thousand dollars 
for making a false entry. That, gentlemen, gives you some idea of 
the problems private industry in the United States faces if they dare 
to venture abroad. 

There are numerous other examples of Government-imposed im- 
pediments to private enterprise in its overseas operations. 

If the hopes and ambitions held for point 4 are to be realized, the 
task must be largely accomplished by private funds and private in- 
dustry. This will save the hard-pressed United States taxpayer addi- 
tional taxes and create more friends for this country throughout the 

world than if the point 4 program becomes largely a Government- 
financed and operated proposition. 

Private enterprise, however, can only fulfill its appointed task if 
it is freed from the shackles of needless and foolish Government 
obstacles. For this reason, we urge the adoption of the bill presented 
by the Honorable George Meader, H. R. 3978. It is the difference 
between exporting socialism or exporting free enterprise. 
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There is no problem of modern times more important to the Amer- 
ican people nor more confusing than that involved in the ECA pro- 
gram. We, in Detroit, realize this perhaps more than any other 
area for our current complicated international economic problems 
stem, to a large extent, from the great industrial revolution that 
originated in Michigan during the early part of this century. Europe’s 
problem today is not, as many would have us believe, primarily a 
postwar problem. The fundamantal causes of the current interna- 
tional economic disturbances go far deeper than any postwar period 
and, if we are to find the solutions, we must seek out the basic causes. 

There are those that call it the problem of the dollar shortage. 
This is tantamount to calling a coated tongue a disease. The world 
dollar shortage, exchange controls, export and import licensing, blocked 
currencies, and all are but symptoms of the basic disturbances that 
had their origins back in the early 1900’s. 

When Henry Ford first initiated the idea of mass production and 
as this new principle of producing wealth was developed and exploited 
by the great engineers of the United States, so did they also set the 
stage for many of Europe’s present-day problems. 

The manufacturers of Europe, as well as in other areas of the world, 
did not choose to accept the new philosophy that emanated from these 
shores. When confronted with the competition in their old markets 
by the new producers of the west, they chose rather to protect these 
markets by means of monopolies, cartels, international governmental 
agreements, and now, finally, by means of socialism. In India and 
in other areas of the British Empire, the English have, for example, 
taken numerous steps to prohibit the development of a trucking 
industry in the hope of thereby protecting the investments in British- 
owned railroads. This has, and continues to be, the traditional policy 
of many nations in Europe and throughout the world. 

The results of such Hs em were inevitable. Productivity in these 
countries declined in relationship to productivity in this country. The 
wants and desires of their people, however, kept pace with the rest 
of the world. The only way these wants could be satisfied in the face 
of losing their markets in the world was by utilizing their overseas 
investments. In short, by living beyond their means. These trends 
were apparent long prior to World War II. The situation we find 
ourselves in today would have come about in time whether we had or 
had not a war during the 1940’s. 

This, then, was the problem Marshall plan aid faced. There was, 
to be sure, another problem, the relief of war-torn economies. With 
regard to relief, no one can quarrel. An excellent job was done. 
However, with regard to the second objective of the Marshall plan, 
namely, the rehabilitation and the industrial recovery of Europe, the 
problems have not been solved, and we do not feel that this portion 
of the ECA program has been as well handled as might have been the 
case. Within the framework of this basic objective, the elimination 
of trade barriers in Europe and the creation of a great European 
market was visualized. William Foster mentioned this in his testi- 
mony given before this committee but a few days ago. He stated, 
“Real progress has been made in the long-term job of unification.”’ 
He did not mention in his speech, however, that European trade 
barriers today are higher than they were when ECA set up shop. 
Is this achieving unification? He did not mention that Belgium has a 
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serious unemployment problem today because the products of Bel- 
gium industry do not have access to European markets. 

We have expended over $11 billion in Europe for the purpose of 
raising European production to the point where exchange controls 
can be ended and at least a relatively free trade established. 

During the past year our imports from Europe, plus our foreign-aid 
program, have been greater than our exports so that Europe has been 
accumulating gold and United States currency. Is Europe utilizing 
this improved condition in her currencies to achieve the objectives 
of the Marshall plan, the lowering of trade barriers, and the elimina- 
tion of exchange controls? 

On the contrary, Europe is now discussing and the United Nations 
Economic Commission has recommended, that Europe raise the value 
of its currencies in order to take advantage of our present defense 
program. By so doing, it is reasoned, they would increase the price 
of the raw materials and products we purchase from them while 
decreasing the price of those products they need from us. No thought 
is given to utilizing this current advantage by removing exchange and 
import controls and to allow for freer convertibility of their currencies. 
It now appears that the benefits of American generosity would be 
used as a weapon against the donor. 

ECA officials mention the great recovery strides Europe has made. 
They can make a good case for this as Europe, when viewed from some 
statistics, has made great strides. However, the picture is not as 
bright as one would be led to believe. First, all ECA statistics are 
based upon the prewar year of 1938. That is at least all the statistics 
I have been able to obtain from the ECA office. 1938 was a depres- 
sion year and in comparing statistics with this year even mediocre 
progress would appear relatively good. 

Second, Europe’s progress cannot be judged by European statisties 
alone. Her problem is her maladjustment with the United States. 
Her rate of progress must be greater than the United States, or at least 
as great, or else the same trend that has brought about her present 
difficulties is yet there and our ECA funds are but forestalling the 
inevitable day of reckoning. 

If you view European progress from this standpoint, you may not 
feel that the progress has been so great or even great enough to justify 
the vast expenditures already made by this country. 

A year ago we appeared before this committee to testify on the 
ECA program. There have been no significant changes in the past 
year to justify a change in our viewpoint. At this time I would like 
to read that statement of policy. 

At this time I would like to submit for the record the statement of 
the policy on ECA. Since we are short of time, I won’t take the time 
of reading it. 

Mr. CARNAHAN (presiding). It will be inserted as part of your 
remarks, if there is no objection, and I hear none. 

(The statement referred to is as follows:) 


STATEMENT ON THE Economic CooPERATION ADMINISTRATION AcT ON BEHALF 
oF THE Detrrorr Boarp or ComMMERCE, Jury 20, 1951 


Three years ago, the Detroit Board of Commerce, representing over 6,000 mem- 
bers in the Detroit area, presented through the chairman of its world affairs 
committee, Roy W. Gifford, a brief dealing with the proposed European aid plan. 
This statement, prepared before the formation of ECA, consisted of 14 major 
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points. Inasmuch as ECA has now been in operation for 3 years, we felt that a 
careful study was in order by way of evaluating the progress made to date. At 
the time we presented our previous brief, we went on record as favoring a relief 
program, but expressed our concern as to the type of organization to be set up to 
handle this great sum of money. 

We stressed the following points: 

1. Concern as to whether or not we were taking on a permanent international 
relief burden or could we really bring about improvement in productivity and a 
resultant higher standard of living. ; 

2. Although early statements had stressed the dual objectives of relief and 
industrial rehabilitation, we were afraid that relief would be pushed at the expense 
of betterment in industrial methods. 

Let us quote one section from paragraph 3 of our original brief: “‘Only by the 
improvement in standards of living can the lasting benefits be obtained. To 
obtain a higher living standard, European manufacturers, farmers, miners, etc., 
must learn how to produce more per man-day.” 

3. We expressed concern as to whether or not the relief organization would 
be dominated too much by the State Department and at the expense of per- 
manent aid to industry. 

4. We were also concerned as to the use of the funds derived from the sale of our 
merchandise abroad which are now called counterpart funds. 

5. We felt that recovery alone would never be sufficient to accomplish the 
desired end, and+we favored the use of American management and technical 
skill or know-how by European firms on an industry-to-industry basis. 

6. We felt that American industries should be encouraged to invest their funds 
abroad rather than limited, as seemed the intent at that time. 

7. We favored the greatest possible use of experienced American businessmen 
both at home and abroad in obtaining the desired ends and stressed the point 
that insofar as industrial help was concerned, the proposed organization should 
be largely a clearinghouse in order to pass upon carefully prepared reports and 
suggestions by American businessmen for aid to foreign industry. These reports 
and suggestions should be made only at the request of foreign industry groups. 

8. We also stressed the need for aid to higher education by the use of counter- 
part funds. 

COMMENTS AND SUGGESTIONS 


We do again endorse the aims of ECA and the general relief program and feel 
’ that under Mr. Hoffman, Mr. Harriman, and Mr. Foster an excellent job has 
been done insofar as temporary aid is concerned. Permanent industrial aid, has, 
however, lagged seriously and unless changes of thinking and organization take 
place quickly, we doubt very much the ability of the European nations to carry 
on after 1952 without continuing aid from this country. If the proper share of 
ECA and counterpart funds are used ,for permanent industrial aid, it will do 
more to promote private enterprise in those countries than could be done in any 
other way. 

With 3 years’ results of ECA activities and after extended study, we present 
the following comments and suggestions: 

1. We are more concerned today regarding the trends in relief versus permanent 
industrial improvements than we were 3 years ago. Actual figures of expenditures 
or allocations to date as well as the type of organization now in existence in HCA, 
would indicate that political considerations make relief in the form of grants or 
gifts the No. 1 objective. Increased wealth can be produced only by greater and 
more efficient productivity. Without the increase in wealth-producing pro- 
ductivity, we can never expect higher living standards which are so necessary 
in these European countries today. Furthermore, without this increased produc- 
tivity we are building a permanent relief program which will extend far beyond 
1952. 

2. We firmly believe that due largely to internal influences in ECA, plus 
pressure from governments abroad, the extension of capital or permanent aid to 
industry has been pushed into the background. 

3. Although the original objective of ECA was based on a 50-50 percent basis, 
our feeling is that the industrial aid has fallen far behind. The industrial section 
of the ECA was late in being organized and other than the so-called Cripps plan, 
has accomplished little. We feel that ECA is governed too much in its activities 
by foreign governments, who are most anxious to get into their direct control as 
much of the money as possible. Businessmen and industrialists in these countries 
generally have a more intimate knowledge of what is needed to bring about lasting 
improvement than do the governments. Furthermore, direct loans to sound 
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industries will ultimately be repaid, whereas it is doubtful if any of our loans to 
governments will ever be repaid. 

4. We feel that the proper use of counterpart funds has been seriously neglected. 
There seems to be a lack of organization for this work in the Washington office 
and too little thought and understanding regarding the possible use of these funds 
in Europe. In addition, the methods for the allocation of these funds seem 
extremely cumbersome. Every dollar of counterpart funds, if again put to work 
should make it easier on the American taxpayer. Reports as to the use of counter- 
part funds should be issued regularly by the ECA. 

The utilization of the counterpart funds in the 17 different ECA countries 
should be on a wider and more imaginative scale. These funds represent the 
money European businessmen have paid in local currencies for the purchase 
of goods which the ECA paid the supplier an equivalent in dollars. The United 
States should have had complete control over the use of these funds. In ac- 
cordance with the ECA Act, there is now dual control with the foreign govern- 
ments. These funds should be utilized for the reestablishment and the promotion 
of multilateral trade, primarily in Europe and secondarily in other portions of the 
world where such trade would be beneficial to the reconstruction of Europe; for 
financing projects and making loans to European industries wherever such projects 
and loans would enhance European recovery; for meeting the expenses of ECA 
operations outside the United States; for the acquisition of strategic raw materials 
necessary for the United States defense; for the acquisition of raw materials and 
technical and industrial equipment for the production of raw materials necessary 
to the reconstruction of Europe; and for the improvement and expansion of 
educational facilities or any other productive project. 

5. We especially stress the need for help other than money. By this we mean 
the voluntary aid which could be given by American management in the way of 
technical help and know-how. It will always be impossible for ECA to do other 
than act as a clearinghouse for industrial projects—they should be largely handled 
on an industry-to-industry basis, the details to be worked out by industry itself, 

6. The ECA Act clearly shows that Congress fully realized the importance of a 
European industrial revival on a more efficient basis, when they specifically stated 
in the act that over a billion dollars of the first year’s appropriations was to be for 
direct loans to industry. The ECA Administration diverted these loans to loans to 
foreign governments, apparently because no industrial planning had been made. 

7. An analysis of ECA operations indicate that there are far too few experienced 


businessmen in to sitions in the Administration. We realize they are some- 
p ’ . 


times difficult to obtain but, without experienced men, the results can never be 
obtained. This applies to ECA, both at home and abroad. 

8. We feel that education is one field in which the ECA counterpart funds could 
be used to advantage. England, for example, has fewer students in its colleges 
and universities than does out State of Michigan and the students are drawn from 
in most cases, the classes that are not interested in industry. This broader need 
for education extends to engineering, the professions, and agriculture. 

9. We believe in the plans behind the organization of the Anglo-American Pro- 
ductivity Council and their intention to bring about the exchange of visits between 
British and American manufacturers, engineers, workers, ete. We do not believe 
that this in itself will accomplish the desired end as it is altogether too slow. We 
feel we must go beyond the visitation stage and bring about single industry-to- 
industry cooperation whereby American firms will individually work with English 
firms supplying our know-how management, and sales ideas. 

We favor the extension of this general plan to the other ECA nations. 


Fr a CONCLUSION 


In conelusion, we feel that ECA, as now organized, is dominated too much by 
political considerations and would be better if it could be divided into two separate 
agencies with separate appropriations. If this is not possible, then ECA should 
be divided internally and the money appropriated should be definitely earmarked 
for general aid (political) and industrial aid. 

The expenditures already’ made and those suggested for the next fiscal year 
constitute an extremely heavy burden of taxes on top of an already dangerous 
budget. Unless permanent benefits can be obtained, we are in danger of seriously 
weakening our own economy. 


Mr. CarNaHAn (presiding). Are there any further questions to be 
asked at this time? 
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Mr. Barrie. You mentioned on page 6 of your statement that 
Belgium has a serious unemployment problem today. Could you 
spread that out? : 

Mr. Frosr. I cannot give you the exact figures now. <A year ago I 
was in Belgium where I had the pleasure of spending an afternoon 
with Dr. Albert De Smael, who was Minister of Economies from 1945 
to 1947, and this famous economist of Belgium blamed the Marshall 
plan for Belgium unemployment. He placed the blame on the Mar- 
shall plan for this reason: we had violated the original idea of the 
Marshall plan, namely, working out the program on a European 
basis rather than on a nation-to-nation basis. 

Belgium cannot sell to France her surplus production which France 
needs because of exchange and other barriers. In the meantime we 
supply such countries as France with dollars to make the purchases 
from the United States. We have not freed the trade barriers. 

Mr. CaRNAHAN (presiding). We appreciate your testimony, and 
for the chairman and the other members who have not had an op- 
portunity to be present during the entire presentation of your state- 
ment I apologize for not giving everyone here tonight a better audi- 
ence, but we had a rather difficult time in keeping up the vote on the 
floor. 

Mr. Frosr. Thank you very much. 

Mr. CarNAHAN (presiding). Do you have anything further, Mr. 
Meader? 

Mr. Meaper. No. 

Mr. CARNAHAN (presiding). Well, if there is no further business 
at this time we will adjourn until 10 o’clock tomorrow morning. The 
meeting is adjourned. 

At 8:42 p. m. the committee adjourned until Saturday, July 21, 
1951, at 10 a. m. 

(The following was submitted for inclusion in the record :) 


STATEMENT SUBMITTED BY THE CHAMBER OF COMMERCE OF THE UNITED STATES 
To THE House ForeIGN AFFAIRS COMMITTEE IN SUPPORT OF THE PRINCIPLES 
OF THE Mutua Security Procram, Jury 20, 1951 


The Chamber of Commerce of the United States supports the principles of the 
proposed Mutual Security Program. 

The major source of international unrest, of fear, and of conflict is the aggressive 
program of militant Russian communism. Since the Kremlin seems to respect 
only foree, Soviet leaders must be convinced that the United States, by word and 
action, will avoid both aggressions and the surrender of basic principles and vital 
interests. 

They must be convinced, too, that the United States will develop not only its 
own means of defense, but, within the limits of its economic ability, will assist 
other nations to help themselves militarily as well as economically, provided that 
they are willing to work together to resist Soviet aggression and domination. 

herefore, the chamber endorses the program before you as means to that end. 
Military and economic assistance wil! strengthen the will and the capacity of our 
associates in the free world to work together in the interests of our collective 
security. 

The views of the chamber might be summed up like this: 

1. We must have a long-range, purposeful foreign policy free of uncertainty and 
political partisanship. i 

2. We must extend foreign military and economic aid, to the extent of our ability 
considering our own defense program, to offset world communisin. 

3. We believe that such aid should be limited to an expenditure of $5 billion in 
this fiscal year. 

4. Economie aid to Europe has accomplished its purpose. 
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5. Military aid under the North Atlantic Treaty now has become of immediate 
importance. 

6. A principal condition to such aid should be a pledge that a recipient country 
will put its shoulder to the wheel. 

7. Technical assistance to underdeveloped areas should be continued. 

8. There should be a single, unified foreign economic assistance administration. 


OUR BASIC PRINCIPLES 


Members of the national chamber have long advocated the active participation 
of the United States in seeking international solutions to the many difficult 
problems that the free world has had to face since the defeat of the Axis Powers. 

They approved a program of relief through UNRRA and subsequently through 
direct contributions to nations devastated by war. They supported economic 
and military assistance to Greece and Turkey; substantial credits to the United 
Kingdom; the Marshall plan; and they approved the action of the United States 
in entering into the Inter-American and the North Atlantic Pacts. 

During the past few months, the chamber membership made a complete reexam- 
ination of the issues in the international economic, political, and social field. 
Strong reaffirmation of United States participation in world affairs resulted. 
(Policy statements are attached as appendix.) 

The chamber took a position early this year calling for a $7 billion cut in 
nondefense items in President Truman’s January budget recommendations of 
$71 billion. Specifically, the chamber said that foreign-aid expenditures esti- 
mated at approximately $7 billion for 1952 should be reduced to $5 billion—from 
the standpoint of the good health of the national economy. 

The members in annual meeting on May 2, 1951, adopted a statement of 
policy calling for ‘‘an end to the frustration, uncertainty, and political partisan- 
ship indicated in our foreign policy insofar as the American people have been 
informed thereof.’’ They urged development of a sound foreign policy without 
regard to partisan politics, which would protect and preserve the best interests 
of all people of the United States and of those other free peoples who will coop- 
erate to preserve the fundamental principles upon which this Nation was founded. 


THE NATURE OF ASSISTANCE 


The proposed Mutual Security Program is an important part of foreign policy. 
It stems from legislation approved in the past by bipartisan votes. The major 
components of the proposed program are European economic assistance, aid to 
underdeveloped areas, and mutual-defense assistance—now to be fully oriented 
to the urgency of building up military defenses adequate to meet and repel 
aggressive Soviet communism whenever and however it strikes. 

Military assistance and economic assistance are inseparably linked—the chief 
difference is whether we supply the final product or the material and equipment 
for eg oe it. At the moment, the United States must supply certain areas 
of the free world with military items, with technical training in their use, and 
with machine tools for defense production in recipient countries. Economic as- 
sistance by the United States, judiciously extended, must be continued at this 
crucial time. 

MARSHALL PLAN 


Emphasis for some time past has been on the economic recovery of Western 
Europe, which is fundamental to world recovery, and its achievement is essential 
to the survival of the forces of freedom. While the recovery of Marshall plan 
countries depended initially on a sustained flow of imports from the Western Hemi- 
sphere, the ultimate solution to their difficulties could only be found in a large 
increase in their agricultural and industrial production. 

Without Marshall aid, countries with well-organized communist parties like 
Italy and France might easilv have been swept into the Soviet camp. 

The extent of recovery in Europe presents an inspiring contrast to the chaotic 
conditions after the war, when industrial and agricultural production was well 
below prewar levels, and the population was 15 million greater. 

Some aspects of recovery are easily measurable: Industrial production is now 
45 percent above the 1947 level and 40 percent above the prewar level. Agri- 
cultural production in all countries has shown a substantial increase in net output 
in spite of unfavorable weather conditions. Today agriculture is 9 percent 
above prewar levels and is steadily improving. Taking into account the rise in 
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population, however, output per head in 1950 was on the average still no ‘more 
than it was in 1938. ; 

By furnishing dollars for imports of particular commodities available only in 
the dollar area, Marshall aid made possible an increase of many times its own 
value in the gross national product of Western Europe, and led to a gradual 
reduction in her dollar deficit from $8 billion in 1947 to $1 billion in 1950. 

Furthermore, reduction in trade barriers, brought about by progressive lifting 
of quantitative restrictions on imports among the Marshall! plan countries, greatly 
facilitated intra-European trade. Marshall plan funds were used to assist the 
intra-European payments schemes which most recently have culminated in the 
European Payments Union. 

Many of the objectives of the Marshall plan have been reached ahead of sched- 
ule and at less cost to the United States than had been thought would be necessary. 
This fact testifies to the efficient use made of Marshall aid and to the will and 
ability of Western European countries to cooperate in their common interests. 


MILITARY AID 


As European recovery has proceeded, and as world political conditions have 
changed, it has become clearly apparent that economic aid should be followed by 
military aid. This need has led to the North Atlantic Treaty, which pledges 
mutual defense of the member countries, 

But here, as in the case of our economic-aid programs, we must feel reasonably 
assured that the treaty nations will put their shoulder to the wheel. 

Secretary of Defense Marshall said recently that it seemed that not all of the 
NATO countries have done all they could. 

General Eisenhower, who faces an enormously difficult task in Europe, said 
just the other day: “It is clearly necessary that we quickly develop maximum 
strength within free Europe itself. Our interests demand it * * *.” In 
urging the European nations to unite in the common effort, he said, ‘‘It would 
be difficult indeed to overstate the benefits (of European unity) in these years of 
stress and tension, that would accrue to NATO if the free nations of Europe were 
truly a unit.” 

On the average, one-third of the budgets of the Marshall plan countries last 
year was spent on defense efforts and the ratio will be greater in the revised 
programs of 1951. This means, of course, that in all cases a smaller proportion 
of total output will be available for civilian purposes. Under the influence of 
increased taxes and higher prices, the standard of living, at best none too high, has 
already fallen. Any further reduction at this time might have a dangerous 
psychological as well as material effect, although reasonable austerity should 
be encouraged. 

To meet these new problems, Europe should undertake some steps on its 
own volition. 

To the maximum extent possible, there should be increased productivity, 
of course. 

There should be strict governmental economies. 

Balanced budgets should be the keynote. 

Furthermore, selective shifts in investment from less productive activity would 
release resources without impeding fundamental economic growth. 

Collective economic action should be vigorously sought in order to assure the 
most efficient use of western Europe’s resources. 

Care should be taken that European exports be reduced only as a last resort. 
It must be realized that in addition to rearmament production, the maintenance 
of European exports is vital. If this is not done, countries in other parts of the 
world, dependent on Europe for manufactured and capital goods, would turn to 
the United States as an alternative source of supply. This would intensify 
the inflationary pressures already at work in the United States economy. It 
would also reduce the earnings of the western European countries and thereby 
widen the balance of payments deficit and bring about the thing we hoped to 
correct. 

Incentives for the pursuit of mutual security, reaching to the level of the 
individual, must be an integral part of the program. This includes Most prom- 
inently the dissemination of factual information about the objectives and achieve- 
ments of the program to peoples throughout the world. 
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UNDERDEVELOPED AREAS 


The drain on resources by rearmament will have world-wide repercussions by 
affecting costs and by raising problems of priority in the allocation of resources. 
Different areas of the world present different problems. : 

Because of the strategic position and natural resources of the Near East and 
the Middle East in the world today, this area is one of the crucial directions of 
Soviet expansion. The strength and stability of all countries in this region is 
essential to American security. 

The national chamber has long stressed the fact that private enterprise and 
private investment capital should form the cornerstone of any program under- 
taken by the United States for the economic advancement of underdeveloped 
areas. 

The point 4 program, which contemplates technical assistance, has had strong 
humanitarian appeal everywhere because of its objective of bettering the lot of 
peoples of the underdeveloped countries. Because of its hope for economic 
improvement in these countries, it has been hailed by many as the positive 
answer to the false lures of communism. 

Nevertheless, few elements in American foreign policy are less generally under- 
stood, and none is more valuable potentially. Certain broad aspects of it should 
be recognized and supported by every American. 

A fact not fully realized is that 73 percent of the raw materials imported by the 
United States comes from underdeveloped countries, and that a 50 percent in- 
crease of these imports during the next 2 years will be necessitated by expansion 
of American industry to meet defense needs, Technologically backward peoples 
living under appalling conditions of poverty, disease, and illiteracy cannot be 
=, to produce unaided these additional raw materials needed by the United 

tates. 

For example, technical and financial assistance to enable the peoples of south 
and southeastern Asia to become self-sustaining in food production is an alterna- 
tive much to be preferred to successive grants of funds to relieve chronic 
starvation. 

Programs of technical assistance in fields of public health, sanitation, educa- 
tion, fiscal affairs and government administration should be carried forward by 
our Government on a modest, carefully considered basis. They should be so 
conducted as to avoid any charge of either paternalism or imperialism, and 
should be restricted to countries where there is a genuine willingness to cooperate 
to the full extent of their own abilities. 

The proposed Mutual Security Program contemplates grants of funds for 
capital as well as technical assistance. The chamber believes that local funds 
should be used as much as possible to carry out approved projects. When outside 
financial assistance is needed for essential capital goods, facilities of the Interna- 
tional Bank and Export-Import Bank should be used. Private capital invest- 
ment should be encouraged to bring needed dollars into the area. Aid should be 
contingent upon the completion with our Government of treaties and agreements 
to provide assurance of fair treatment for American private capital. 


UNIFIED ADMINISTRATION 


As early as November 1950, the chamber stressed the need for a single unified 
foreign economic assistance program—to be applicable on a flexible basis to any 
part of the free world as circumstances require, but under definite legislative 
prescription as to purpose, policies, and methods. We urge that foreign economic 
operations of the United States Government be surveyed with a view to their 
effective coordination to avoid duplication and waste. 

The Mutual Security Program, as proposed, does not provide for unified 
administration of foreign economic activities. We believe that such a single, 
independent administering agency is vital to successfully carrying out the economic 
objectives of the Mutual Security Program; that the Department of State is 

rimarily a policy-making department and should not be charged with operating 
unctions of this type; and that United States foreign economic activities of 
varying types and degree will be such in the foreseeable future as to make the 
new agency imperative. Its operations should be within the over-all foreign 
policy of the United States, and its activities abroad should be closely coordinated 
with those of the Department of State. 

The new agency should have both short and long-range responsibilities in the 
administration of United States foreign economic activities. 
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The Economic Cooperation Administration should complete its job on schedule 
in 1952. Activities of a continuing nature, carried on by that agency, such as 
technical and capital assistance to underdeveloped areas, should be transferred 
to the new agency as should the Technical Cooperation Administration, now under 
the Department of State, and all other point 4-type activities of our Government. 

In addition, export and import controls, the responsibility for procurement of 
strategic materials from foreign countries, and United States participation in the 
international allocation of scarce materials and products should be brought into 
this agency. It should also act as the claimant for the essential requirements of 
friendly foreign countries. 


THE MUTUAL SECURITY PROGRAM 


CONCLUSION 


In the foregoing, we have emphasized qualitative rather than quantitative 
evaluation of the proposed Mutual Security Program. The chamber has con- 
cluded that this program, with safeguards as noted, should be undertaken as an 
investment in mutual security and as insurance against the need for even greater 
defense expenditure by the United States if this course to mutual security were 
not pursued. 

The proper ration of funds to be allotted to military and economic aid must be 
left to the wisdom of the Congress. However, the chamber urges that the im- 
portance of economic assistance to the objectives of mutual security not be 
underestimated. As stated earlier, however, the chamber believes that over-all 
expenditures for the program during 1952 should be no more than $5 billion. 

he chamber conceives as its duty to provide education and leadership which 
will stimulate intelligent consideration of the issues which are of such profound 
public interest and concern today. It is also the duty of the executive branch and 
the Congress to make known essential facts in order to have an informed public. 
This is a trust which cannot be ignored, and the benefits would be manifold. 

At stake in the present situation is the survival of all for which democracy 
stands. The idea that we could, if we so desired, withdraw within our own 
border and remain safe and secure is attractive only because it represents the least 
immediate risk. Such a course is folly because, at best, it could only serve to 
postpone the inevitable day when the United States would also be consumed by 
the aggressive forces of Soviet power. 

Our aim in whatever instruments of accomplishment we use should be balanced 
security for the free world, not rearmament as an end in itself. 


(The following has been submitted by the Department of State 
for inclusion in the record:) 


Population (Israeli and Arab) of Palestine 
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1 Includes what is now Israel and Arab West Jordan, and Gaza. 


2 1947. 


Source: Compiled from official British and Israeli sources. 


(Material requested by Mrs. Bolton:) 
1. Was there any agreement by Israel to idemnify the loss of property as a result of 


the establishment of the State of Israel? 


There has been no formal agreement for 
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compensation, since there have been no negotiations between the parties con- 
cerned. There is enclosed a statement of Israeli Ambassador Abba Bban before 
the ADHOC Political Committee of the United Nations on November 7, 1950. 
In this statement Ambassador Eban formally stated the willingness of the Israeli 
Government to pay compensation for ‘abandoned lands’ and to study the 
question with the appropriate United Nations authorities. A copy of this 
statement with the relevant statements underlined is attached. 

2. Copies of reports or observations General Riley has made on the armistice 
situation. Copies of all recent public statements on the armistice situation are 
enclosed. It should be emphasized that these do not necessarily report the latest 
developments in this situation. 

3. Amplification of the answer to question on the acceptance by Israel of the partition 
boundaries in the General Assembly resolution of 1947. The United States Gov- 
ernment has consistently maintained that it is not the function of the United 
Nations to enforce a political solution in former Palestine. In this regard there is 
quoted “ statement by Ambassador Austin for the Security Council on February 
24, 1948. 

“The Security Council is authorized to take forceful measures with respect to 
Palestine to remove a threat to international peace. The Charter of the United 
Nations does not empower the Security Council to enforce a political settlement 
whether it is pursuant to a recommendation of the General Assembly or of the 
Council itself. 

‘What this means is this: The Council under the Charter can take action to 
prevent aggression against Palestine from outside. The Council by these same 
powers can take action to prevent a threat to international peace and security 
from inside Palestine. But this action must be directed solely to the maintenance 
of international peace. The Council’s action, in other words, is directed to keeping 
the peace and not to enforcing partition.”’ 


IsrkAEL OFrrice oF INFORMATION, 
November 7, 1950. 


STATEMENT OF AMBASSADOR ABBA EBAN (ISRAEL) BEFORE THE AD Hoc PouiricaLt 
CoMMITTEE OF THE UNITED NatTIONs 


Mr. Chairman, I wish to devote myself primarily to the prospects of the future’ 
as illumined in the draft resolution before the Committee and in the Report of 
the United Nations Relief and Works Agency. 

However, the speech which has just been made by the representative of Iraq 
compels me to introduce these reflections with a brief reiteration of the views 
which the Government and people of Israel hold with the utmost conviction on 
this problem as a whole. 

The plight of the Arab refugees is the most tragic and grievous consequence of 
the armed violence which was launched against Israel nearly 3 years ago by the 
combined armies of all the neighboring Arab States. Yesterday the representative 
of Burma spoke in moving terms of the harsh fortunes of war; and indeed in 
modern warfare the sharpest impact of suffering inevitably falls upon civilian 
populations. Those who seek to determine political issues by the use of armed 
force, rather than by the method of pacific settlement and negotiation, thus incur 
a most heinous responsibility for a eumulative sequence of misery which overtakes 
all the populations embroiled in their war. Thus it has come about that the law 
and morality of our own generation have come to regard those who initiate armed 
conflict as being exclusively responsible for all the anguish and suffering which 
war brings in its train. With the terrible toll of our own dead and wounded still 
fresh in our memory, with flourishing villages laid waste and parts of ancient cities 
lying in complete ruins, with the refugee victims of this wanton invasion still 
standing before us with their misery unallayed, we could have wished that the 
authors and sponsors of that terrible war had shown more evidence of contrition 
and direct responsibility whenever this problem was discussed. I am profoundly 
astonished that a man could sit in his seat in 1947 and openly declare war and then 
sit in the same seat in 1950 and wash his hands clean of all the hideous conse- 
quences of that war. My delegation, for its part, does not entertain even a partial 
degree of doubt as to how the question of moral initiative and responsibility will 
be decided in the judgments ph, mt 


However, at this stage, the international community is rightly preoccupied far 
more with the means and prospects of a constructive settlement, than with the 
just censure of those who let loose the savage war, of which this is one of the 
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most catastrophic results. Accordingly, it is to the future with its hopes of 
solution that my observations will be principally addressed. 

Although it would be natural to expect those states whose action created this 
problem to bear the primary responsibility for its solution, we cannot doubt that 
the refugees constitute a regional problem, for the solution of which all the states 
in the area should devote their serious and responsible efforts. In the wider sense 
this is a problem of international dimensions. It has a bearing on the issues of 
world peace and security; and the means and resources necessary for its solution 
are clearly beyond the resources and capacities of the region directly involved. 

These two themes of regional and international responsibility are convincingly 
expounded in the basic documents now before the Committee: The Report of the 
United Nations Conciliation Commission for Palestine; the Report of the Secre- 
tary-General on United Nations Relief for Palestine Refugees: and the Interim 
Report of the Director of the United Nations Relief and Works Agency for 
Palestine Refugees in the Near East. ' 

I desire at this preliminary stage to express Israel’s attitude on the main 
conclusions embodied in these three documents, insofar as they affect the refugee 
question. 

The Report of the United Nations Conciliation Commission emphasizes the 
close relationship between the restoration of peace in the area of the Near East 
and a permanent settlement of the refugee problem. At no time has the General! 
Assembly been unaware of the close interdependence between these two objec- 
tives. here is an erroneous impression in some quarters reflected in certain 
speeches this morning that the General Assembly adopted a resolution in 1948 
calling for the unconditional return of the refugees to their homes and the pay- 
ment of compensation to those not returning. It is vitally important to realize 
that the General Assembly has never adopted any resolution of that kind. What 
the General Assembly did in 1948 was to adopt a resolution calling upon the 
parties involved in that conflict to negotiate a final settlement of all their out- 
standing differences. Indeed, the call for a peace settlement was the decisive 
and operative part of that resolution and marked the only direct request which 
the General Assembly then made to any of the Governments concerned. Within 
the framework of that resolution calling for a final settlement as part of it, and 
on the assumption that it would be heeded, the General Assembly went on to 
lay down the principles whereby it wished the refugee problem to be solved. 
There has never been any international sanction for the extravagant view that a 
comprehensive solution of the refugee problem could be carried out in complete 
isolation from the wider context of inter-State relations in the area. While the 
neighboring States glower at Israel with hostile eves over a tense armistice frontier; 
while Israel grapples with the heavy security and economic complications created 
by Arab boycotts and blockades; while the quest for military security dominates 
all else, as it must and will so long as peace is refused—the Governments of the 
area are not likely to find easy avenues of cooperation in tasks of constructive 
regional development. 

The vision conjured up yesterday by the representative of Syria of hundreds of 
thousands of refugees being able to cross the armistice frontier prior to the con- 
clusion of peace, irrespective of Israel legislation, economic or security capacity 
and of liberating the United Nations from its tasks of relief, is not merely irre- 
sponsible in terms of fact; it seeks to give a-rhetorical effect at the expense of 
misery and shattered illusion among the refugees themselves. 

Just as the refugee problem itself is a consequence of a decision to launch war 
in 1948, so the failure to solve it is the result of a refusal to negotiate peace during 
the years which have elapsed. It may be said that the decision to launch war 
in 1948 and the refusal to negotiate a peace settlement ever since are the two 
acts of policy whicn are responsible for every one of the ills and tensions which 
prevail in the Near East area today. In meny ways I regard the protracted 
refusal to conclude a peace settlement as an almost greater act of cruelty toward 
the refugees than the original decision to make war. 

It is against this background that we have given earnest attention to the main 
recommendation of the Conciliation Commission’s report. The final paragraph 
of that report summarizes the Commission’s conclusions as follows: 

“In conclusion, the Conciliation Commission considers that the present situa- 
tion requires that the parties undertake the discussion of all questions outstanding 
between them. The Commission believes that the General Assembly should 
urge the parties to engage without delay in direct discussions, under the auspices 
of the United Nations and with its assistance, in order to arrive at a peaceful 
settlement. The Commission considers that, within the framework of these 
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negotiations, the refugee position should be given priority of consideration. The 

Commission does not doubt that the parties will be able to arrive, through pro- 

cedures consistent with established international practice and the obligations of 

a of the United Nations, at peaceful relations which should preveil among 
em. 

Furthermore, I am authorized to declare that Israel will respond wholeheartedly 
to each part of that recommendation. 

We are willing to “engage without delay in direct discussions under the auspices 
of the United Nations and with its assistance in order to arrive at a peaceful 
settlement.’’ We further agree that ‘‘within the framework of these negotiations 
the refugee problem should be given priority of consideration.”’ We share the 
Conciliation Commission’s confidence in the ability of the parties ‘‘to arrive, 
through procedures consistent with established international practice and the 
obligations of members of the United Nations, at peaceful relations which should 
prevail amongst them.” 

In the General Assembly’s resolution of December 1948, in which the refugee 
problem is conceived as part of a program for the restoration of peace in the 
area, two avenues of possible solution are mentioned. The resolution speaks of 
a return to the previous homes of refugees desiring to do so, provided that such 
return is practicable, and provided that those returning are ready to live at peace 
under the aegis of the Government of Israel. I notice that those two provisos 
have seldom been quoted by those who invoked that resolution this morning. 
However, the resolution also envisages the possibility of refugees not returning, 
in which case compensation is to be paid. We have never concealed our belief 
that the interests of the refugees and of the Near Eastern region would be best 
served by a policy of integration which would secure the individual welfare of 
the refugees in the shelter of governments and amidst a population akin to them 
in national loyalty as well as in social, cultural, linguistic, and religious affinity. 
Moreover, as months and years passed without any agreement from the neigh- 
boring States to negotiate a peace settlement, the possibility of any substantial 
restoration of the conditions existing before the war steadily diminished in the 
eyes of all qualified observers. Life has not stood still. It has moved forward 
with headlong speed. A vacuum does not endure. It is therefore significant 
that the Conciliation Commission now expresses its conviction ‘‘that having the 
interests of the refugees themselves in mind, attention should also be devoted in 
future to the resettlement in Arab countries of nonreturning refugees, to their 
economic rehabilitation and to the payment of compensation, as also recommended 
by the above resolution.’’ 

My delegation has no doubt that this recommendation embodies the prin- 
ciples whereby a total solution of the problem may be approached. Attention 
to the problems of resettlement is required not only from the viewpoint of the 
refugees themselves, but also, in the-interests of lasting peace and stability amongst 
the peoples of the Near East. 

As an immediate practical measure the Conciliation Commission announces in 
paragraph 9 of its report that it has taken steps to establish a Committee of 
Experts which will study the question of compensation in all its aspects. The 
report goes on to say that “the Commission counts on the cooperation of the 
parties in the accomplishment of its task.’’ 

My Government has always believed that it would be difficult to implement 
the solution of any of these problems except by negotiations with the Arab States 
concerned except in the context of a general peace negotiation. However, in 
order to avoid a long standing procedural deadlock, we now declare our willing- 
ness to make contact with the appropriate United Nations organs for studying 
with them the question of compensation in all its aspects. It follows therefore 
that the cooperation invited in paragraph 9 of the Conciliation Commission’s 
report will at this stage be forthcoming from my Government. 

We have taken note of the Conciliation Commission’s view, expressed in 
paragraph 10 of its report, that one of the factors affecting the desirability of 
repatriation is the degree to which such a process would be consistent with the 
best interests of the refugees themselves. Since disproportionate attention has 
been focussed this morning by Arab spokesmen upon the responsibility of the 
Government of Israel for the solution of a problem which was created by the 
volition of the Arab States and, indeed, arose after the deliberate attempt to 
destroy Israel by force, we are gratified to notice in the report of the Conciliation 
Commission a clear recommendation also for ‘‘the adoption of measures by the 
Arab States for assuring the full reintegration of nonreturning refugees.” 

The Conciliation Commission’s report thus illuminates the way to a solution of 
this problem in the context of a final settlement. The reports of the Secretary- 
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General and of the United Nations Relief and Works Agency focus our attention 
on the urgent tasks of relief and reintegration. The necessity for continued 
relief is another consequence of the protracted refusal of the States concerned to 
seek a negotiated solution of this and all other outstanding problems. However, 
the necessity to maintain and develop both the relief program and the works 
projects remains urgent and inescapable on the highest and the most transcen- 
dental human grounds. My delegation therefore supports the proposal of the 
United Nations Relief and Works Agency contained in paragraph 65 of its report 
to the effect that there should be a ‘‘continuation of direct relief with special and 
appropriate provision for the current winter months.”’ Similarly, we uphold the 
recommendation contained in paragraph 67 of the same report to the effect that: 
“the works program be continued but be gradually transformed into a program 
specifically directed toward improvement of the refugees’ living conditions— 
current and future.” 

But when everything possible has been said and done on the level of relief and 
emergency employment, the central fact remains that the time has now come for 
the General Assembly to take practicable and realistic action looking toward a 
final and permanent settlement, under which these people will come to be regarded 
not as refugees but as potential workers and citizens of the region, contributing 
to its welfare and benefiting from its resources. Relief allocations, however 
essential, are mere palliatives. Works projects are of greater significance since 
they imply a stage of liberation from complete dependence; yet at their present 
rate and scale, as we have seen them working, they do not hold promise of effecting 
a radical solution. The major effort of the international community and of the 
parties concerned must surely be directed henceforward toward programs of 
rehabilitation involving the harmonious integration of the refugees into productive 
life. The fact that such projects in their full details may not be available now, the 
fact that they may be delayed through political circumstances to which reference 
has been made, should not induce us to delay the preparatory measures essential 
for their eventual realization. The Director and Advisory Board of the UNRWA 
point out in their report that it is quite certain that in any case the reintegration 
of refugees will require large funds, and that it is not too early now to accumulate 
some of the resources which will in due time be applied, not to transient relief, 
but to permanent development. My Government therefore gives its support to 
the recommendation contained in paragraph 69 of the Agency’s report and 
embodied, I now notice, in the draft resolution, proposing ‘‘that the United Nations 
authorize contributions to a fund that will be available for projects of refugee 
reintegration, surveys and technical assistance connected therewith.” 

My Government has repeatedly stated and now reaffirms its willingness to 
pay fair compensation for abandoned lands. It considers it vital that any funds 
accuring from such compensation be credited to the refugee integration fund 
referred to in paragraph 69 of the Agencv’s report and in the operative paragraphs 
of the joint draft resolution. A collective method of compensation offers better 
hopes for a speedy and constructive solution than any attempt to resolve the 
problem on the basis of individual grants. 

In agreeing to immediate discussions with international agencies on the prob- 
lems of compensation and on the establishment of a reintegration fund, Israel will 
regard itself as taking part in the first and most urgent installment of discussions 
leading to a final settlement. It must be borne in mind that under that settle- 
ment Teast reserves its own claim with reference to the assets of its own citizens 
in Arab countries and with reference to the loss and damage suffered as a result of 
war and invasion. 

It may be useful for me to summarize the views of my Government on a solution 
of the Arab refugee problem: 

(1) The most important step that can be taken toward the final solution of this 
problem would be for the General Assembly to act on the recommendation con- 
tained in paragraph 11 of the Conciliation Commission report urging the parties 
to engage without delay in direct discussions, within the framework of which the 
refugee problem should be given priority of consideration. 

(2) We support the recommendations of the UNRWA for the continuance 
of the relief programs and of the works projects as an indispensable interim meas- 
ure until final integration is achieved. 

(3) We offer our cooperation to the Committee of Experts referred to in para- 
graph 9 of the Conciliation Commission’s report. 

(4) We support the recommendation contained in paragraph 67 of the UNRWA 
report urging the creation of a reintegration fund to be applied to the permanent 
settlement of refugees and their integration into normal and productive life. 
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(5) We accept the principle that any funds which Israel agrees to defray for 
compensation be credited to the integration fund instead of being dissipated in 
individual payments. 

(6) We attach the utmost importance to the clear movement of opinion dis- 
cernible in the reports of the Conciliation Commission and the UNRWA. These 
bodies, after intimate and prolonged contact with the refugee problem, now urge 
all parties concerned to devote greater attention than before to the question of 
resettlement in the Arab countries of nonreturning refugees. Consideration is 
also given in these documents to the fundamental changes which have taken 
place in the life ot the area during the past two years, and to the doubt whether 
the return of refugees to Israel is either practicable or conducive to the best 
interests of the refugees themselves. We consider that any new resolutions of 
the General Assembly should reflect the acknowledged realities and possibilities 
of today, as well as the authoritative opinions and estimates of the General 
Assembly’s own qualified organs. 

My delegation is convinced that if the General Assembly were to adopt a 
recommendation in which all these elements—a!l of which clearly occur in the 
authorized reports now before the Committee—-were integrated into a unified 
pattern, a substantial step can be taken by the fifth regular session toward a 
final solution of this grave humanitarian problem which weighs so heavily on the 
life of the Near East. 


[United Nations Security Council. General, 8/2157, 18 May 1951. Original: English-French] 


RESOLUTION CONCERNING THE PALESTINE QuEs1ION ADOPTED AT THE 547TH 
MEETING OF THE Securtry CounciL on 18 May 1951 


The Security Council, 

Recalling its past resolutions of 15 July 1948, 11 August 1949, 17 November 
1950 and 8 May 1951 relating to the General Armistice Agreements between 
Israel and the neighbouring Arab States and to the provisions contained therein 
concerning methods for maintaining the armistice and resolving disputes through 
the Mixed Armistice Commissions participated in by the parties to the General 
Armistice Agreements; 

Noting the complaints of Syria and Israel to the Security Council, statement 
in the Council of the representatives of Syria and Israel, the reports to the Sec- 
retary-General of the United Nations by the Chief of Staff and the Acting Chief 
of Staff of the United Nations Truce Supervision Organization for Palestine and 
statements before the Council by the Chief of Staff of the United Nations Truce 
Supervision Organization for Palestine; 

Noting that the Chief of Staff of the Truce Supervision Organization in a 
memorandum of 7 March 1951, and the Chairman of the Svyrian-Israel Mixed 
Armistice Commission on a number of occasions have requested the Israel Dele- 
gation to the Mixed Armistice Commission to ensure that the Palestine Land 
Development Company, Limited, is instructed to cease all operations in the 
demilitarized zone until such time as an agreement is arranged through the 
Chairman of the Mixed Armistice Commission for continuing this project, and, 

Joting further that Article V of the General Armistice Agreement between 
Israel] and Syria gives to the Chairman the responsibility for the general super- 
vision of the demilitarized zone, 

Endorses the requests of the Chief of Staff and the Chairman of the Mixed 
Armistice Commission on this matter and calls upon the Government of Israel 
to comply with them; 

Declares that in order to promote the return of permanent peace in Palestine, 
it is essential that the Governments of Israel and Syria observe faithfully the 
General Armistice Agreement of 20 July 1949; 

Notes that under Article VII, paragraph 8, of the Armistice Agreement, where 
interpretation of the meaning of a particular provision of the agreement, other 
than the preamble and Articles I and IT, is at issue, the Mixed Armistice Com- 
mission’s interpretation shall prevail; 

Calls upon the Governments of Israel and Syria to bring before the Mixed 
Armistice Commission or its Chairman, whichever has the pertinent responsibility 
under the Armistice Agreement, their complaints and to abide by the decisions 
resulting therefrom; 

Considers that it is inconsistent with the objectives and intent of the Armistice 
Agreement to refuse to participate in meetings of the Mixed Armistice Commission 
or to fail to respect requests of the Chairman of the Mixed Armistice Commission 
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as they relate to his obligations under Article V and calls upon the parties to be 
represented at all meetings called by the Chairman of the Commission and to 
respect such requests; 

alls upon the parties to give effect to the following excerpt cited by the Chief 
of Staff of the Truce Supervision Organization at the 542nd meeting of the Security 
Council on 25 April 1951, as being from the summary record of the Syria-Israel 
Armistice Conference of 3 July 1949, which was agreed to by the parties as an 
authoritative comment on Article V of the General Armistice Agreement between 
Israel and Syria: 

“The question of civil administration in villages and settlements in the 
demilitarized zone is provided for, within the framework of an Armistice 
Agreement, in sub-paragraphs 5 (b) and 5 (f) of the draft article. Such civil 
administration, including policing, will be on a local basis, without raising 
general questions of administration, jurisdiction, citizenship, and sovereignty. 

“Where Israeli civilians return to or remain in an Israeli village or settle- 
ment, the civil administration and policing of the village or settlement will 
be by Israelis. Similarly, where Arab civilians return to or remain in an 
Arab village, a local Arab administration and police unit wil] be authorized. 

“As civilian life is gradually restored, administration will take shape on a 
local basis under the general supervision of the Chairman of the Mixed 
Armistice Commission. 

“The Chairman of the Mixed Armistice Commission, in consultation and 
co-operation with the local communities, will be in a position to authorize 
all necessary arrangements for the restoration and protection of civilian life. 
He will not assume responsibility for direct administration of the zone.” 

Recalls to the Governments of Syria and Israel their obligations under Article 2, 
paragraph 4 of the Charter of the United Nations and their commitments under 
the Armistice Agreement not to resort to military force and finds that: 

(a) Aerial action taken by the forces of the Government of Israel on 5 April 
1951, and 

(b) Any aggressive military action by either of the parties in or around the 
demilitarized zone, which further investigation by the Chief of Staff of the 
Truce Supervision Organization into the reports and complaints recently sub- 
mitted to the Council may establish, 

constitute a violation of the cease-fire provision provided in the Security Council 
resolution of 15 July 1948 and are inconsistent with the terms of the Armistice 
Agreement and the obligations assumed under the Charter; 

Noting the complaint with regard to the evacuation of Arab residents from the 
demilitarized zone; 

(a) Decides that Arab civilians who have been removed from the demilita- 
rized zone by the Government of Israel should be permitted to return forth- 
with to their homes and that the Mixed Armistice Commission should super- 
vise their return and rehabilitation in a manner to be determined by the 
Commission; and 

(b) Holds that no action involving the transfer of persons across inter- 
national frontiers, armistice lines or within the demilitarized zone should be 
undertaken without prior decision of the Chairman of the Mixed Armistice 
Commission. 

Noting with concern the refusal on a number of occasions to permit observers 
and officials of the Truce Supervision Organization to enter localities and areas 
which were subjects of complaints in order to perform their legitimate functions, 

Considers that the parties should permit such entry at all times whenever this 
is required, to enable the Truce Supervision Organization to fulfill its functions, 
and should render every facility which may be requested by the Chairman of the 
Mixed Armistice Commission for this purpose; 

Reminds the parties of their obligations under the Charter of the United Nations 
to settle their international disputes by peaceful means in such manner that ‘nter- 
national peace and security are not endangered and expresses its concern at the 
failure of the Governments of Israel and Syria to achieve progress pursuant to 
their commitments under the Armistice Agreement to promote the return to per- 
manent peace in Palestine; 

Directs the Chief of Staff of the Truce Supervision Organization to take the 
necessary steps to give effect to this resolution for the purpose of restoring peace 
in the area and authorizes him to take such measures to restore peace in the area 
and to make such representations to the Governments of Israel and Syria as he 
may deem necessary; 
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Calls upon the Chief of Staff of the Truce Supervision Organization to report 
to the Security Council on compliance given to the present resolution; 

Requesis the Secretary-General to furnish such additional personnel and assist- 
ance as the Chief of Staff of the Truce Supervision Organization may request in 
carrying out the present resolution and the Council’s resolutions of 8 May 1951 
and 17 November 1950. 





[United Nations Security Council. General, 8/2173 | 29 May 1951. Original: English] 


CaBLECRAM Datep 28 May 1951 From tHe Curer or Starr or THE TRUCE 
SUPERVISION ORGANIZATION ADDRESSED TO THE SECRETARY-GENERAL TRANS- 
MITTING A Report TO THE Securtry CounciL 


I have honour to submit for transmission to President Security Council interim 
report on steps taken to give effect to Security Council resolution of 18 May 1951. 

1. Since my return to Palestine area on 16 May 1951 I have had a number of 
exploratory talks with Government officials of Israel and Syria and it is my 
understanding that both parties are anxious to resolve differences which have 
arisen in past few weeks. They appear willing to abide by provisions of Security 
Council resolution of 18 May 1951. 

2. However, a difference of opinion does exist between parties relative to inter- 
pretation of “‘intent’’ of Security Council resolution in regard to paragraphs 3 
and 4 of resolution which deal with operations of Palestine Land Development 
Company in Demilitarized Zone. 

3. On one hand, Israel understands that point at issue is “safeguarding of 
legitimate rights and interests of Arab owners of land in Demilitarized Zone 
affected by Huleh drainage operations”. Israel does not consider that Security 
Council envisaged indefinite suspension of work on project. Israel has made it 
clear that ‘‘in complying with Security Council’s directions, it reserves fully 
what it holds to be Israel’s inalienable right to bring Huleh drainage project to 
a successful close in interests of Israel and inhabitants of region’’. 

4. On other hand, Syria holds view that its request to Security Council took in 
consideration not only interests of Arabs whose land was involved in drainage 
project but was also intended to prevent creation of military or political ad- 
vantages in area. This is why Syria must maintain her point of view and make 
strongest reservations if Israelis continue their work. 

5. My views which have been expressed to officials of both governments in my 
talks are in general accord with those of Israel as regards “intent”? of Security 
Council. I believe that at no time did members of Security Council entertain 
idea that Huleh project, as a project, was to be stopped indefinitely. However, 
Security Council resolution did endorse requests of Chief of Staff and Chairman 
of Mixed Armistice Commission to Israel delegate to MAC to “ensure that 
Palestine Land Development Company Limited is instructed to cease all opera- 
tions in Demilitarized Zone until such time as an agreement is arranged through 
Chairman of MAC for continuing their project.” 

6. Due to an “oral misunderstanding’’, Government of Israe] assumed that in 
our talks of 21 May 195t, I, acting in my capacity as Chairman of MAC, had 
given my approval for resumption of work on lands not under dispute within 
Demilitarized Zone after a 24 hour suspension of work. 

7. Government of Israel in a communication addressed to me dated 22 May 
1951, stated in part “in deference to Security Council decision and in order to 
facilitate task which has been placed upon you in bringing about such an agree- 
ment, Government of Israel has requested Palestine Land Development Company 
to suspend operations on land affected for necessary brief period as from tomorrow 
23 May 1951. Scene of work wil! in meantime shift to lands which are unaffected 
by present dispute, where operations will begin on foliowing morning”’’. 

8. Not being aware at time that paragraph quoted above was based on a mis- 
understanding, I replied that while I appreciated stand Israel had taken on 
stoppage of work on disputed Arab owned land, “I do feel that Israe! was jeopard- 
izing an orderly solution to problem by resuming work ¢t this time in Demilitarized 
Zone”’. I urged Government of Israel to “instruct Palestine Land Development 
Company to desist from further operations in Demilitarized Zone until Chairman 
of MAC ean arrange for a continuation of project”’. 

9. I regret this misunderstanding because task of working out an orderly 
solution of problem has now been greatly complicated by fact that Government 





1 A few copies of this document were issued in which the word ‘‘defense’’ was employed on page 2, para- 
graph 7, line 2. This has now been corrected to read ‘‘deference”’. 
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of Israel saw fit to make public, simultaneously, its communication of 22 May 
1951 addressed to Chief of Staff in which above paragraph appeared, and by fact 
that work on project was resumed at such short notice before I could make an 
attempt to clear up understanding. 

10. In course of my talks, Syria also stressed urgency of return of Arabs, and 
Israel has expressed its willingness to permit return of those Arabs who desire to 
do so. Before this can be accomplished, I must of necessity have agreement of 
Government of Israel to allow United Nations Observers to interview Arabs of 
Demilitarized Zone, who are now in Israel, without Israel Army or Police officers 
being present in order to determine desires of these individuals. Such agreement 
has not been received to date. 

11. Today 28 May 1951, I convened formal meeting of Syrian-Israel MAC. I 
reviewed Security Council’s resolution of 18 May 1951 and indicated which of its 
clauses come under competence of MAC and which under Chairman. I also 
(a) have requested stoppage of all work in Demilitarized Zone pending consulta- 
tion between United Nations Chairman and Director General Palestine Land 
Development Company; (b) discussed arrangements for early return to Demili- 
tarized Zone of those Arabs, who had been evacuated during recent disturbances, 
if they wish to return; (c) suggested that United Nations Chairman correlate 
matters regarding policing of Demilitarized Zone in accordance with General 
Armistice Agreement and explanatory note quoted in Security Council resolution 
of 18 May 1951; (d) re-affirmed those matters which come under competence of 
MAC and those which come within competence of Chairman; (e) made proposals 
as to handling by MAC of numerous complaints submitted by both parties in 
recent months. 

12. A further report on compliance given to Security Council resolution of 18 
May 1951 will be made at later date. 

(Signed) Major-General Witutiam E. Rivey, 
Chief of Staff, 
United Nations Truce Supervision Organization for Palestine. 


[United Nations Security Council. 8/2185, 6 ime ay Original: English. General distribution on 6 
une 1951 


CABLEGRAM Dartep 5 Junge 1951 From THe CuHrer or STAFF OF THE TRUCE 
SUPERVISION ORGANIZATION FOR PALESTINE ADDRESSED TO THE SECRETARY- 
GENERAL TRANSMITTING AN INTERIM REPORT TO THE SECURITY COUNCIL 


I have the honour to submit for transmission to the President of the Security 
Council a further interim report! on steps taken to give effect to the Security 
Council resolution of 18 May 1951 (8/2157). 

1. The Government of Israel, in accordance with the request of the Chief of 
Staff, stopped work in the demilitarized zone at 1630 local Israel time on 5 June 
1951 pending an investigation by the Chairman of the status of areas of land upon 
which work had been in progress. Upon completion of this investigation, the 
Chairman will authorize the resumption of work on land ascertained by him not 
to be the subject of dispute. 

2. Arrangements have been made with the Government of Israel for the Chair- 
man of the Syrian-Israel Mixed Armistice Commission to interview Arabs who 
had recently been evacuated from the demilitarized zone to Shaab, in Israel. 

3. Following completion of the interview referred to in paragraph 2, the Gov- 
ernment of Israel has agreed that those Arabs who express their desire to return 
to the demilitarized zone will be permitted to do so. 

4. The Chairman of the Syrian-Israel Mixed Armistice Commission is examining 
possible ways and means of reaching an agreement with the Arab landowners in 
the demilitarized zone whose lands are involved in the works project of the 
Palestine Land Development Company Limited, with a view to continuing the 
project. 

5. Discussions are now in progress with regard to the general supervisory power 
of the Chairman of the Mixed Armistice Commission in accordance with Article 
5 of the General Armistice Agreement (S/1353/Rev. 1) and the explanatory note 
reproduced in the ninth paragraph of the Security Council resolution of 18 May 
1951. 

Major-General Witiiam E. Rivey, 
Chief of Staff, 
United Nations Truce Supervision Organization for Palestine. 


1 See document 8/2173. 
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[United Nations Security Council. General. 8/2213, 27 June 1951. Original: English] 


CABLEGRAM Darep 26 June 1951 rrom THE Cuter or Srarr OF THE TRUCE 
SUPERVISION ORGANIZATION ADDRESSED TO THE SECRETARY-GENERAL, TRANS- 
MITTING A FurtTHER INTERIM REPORT ON Steps TAKEN TO Give EFFECT TO 
THE Security Councit REsoLuTION oF 18 May 1951 (8/2157) 


I have the honour to submit for transmission to the President of the Security 
Council a further interim report on steps taken to give effect to the Security 
Council resolution of 18 May 1951 (8/2157). 

1, On 23 May 1951 the Palestine Land Development Company ceased opera- 
tion in connexion with the Huleh concession project on all Arab-owned land in 
the demilitarized zone, which land had been the subject of dispute since 12 
February 1951. 

2. The Chairman of the Syrian-Israel Mixed Armistice Commission then 
initiated an enquiry amongst Arabs whose lands lie along the Jordan River or 
contiguous thereto to determine if agreement were possible whereby acceptance 
of fair compensation or exchange of land within the demilitarized zone could be 
arranged to avoid jeopardizing restoration of normal civilian life. 

3. The situation regarding the land in question may be summarized as follows: 

(a) The land needed along the Jordan River for the proposed channel 
amounts to approximately 25 dunams, situated along the west and east 
banks in numerous small parcels for a distance of about three kilometres 
with 70 landowners involved. 

(b) The land to be used during the period of construction of the embank- 
ments and to be eventually returned to the owners amounts to approximately 
415 dunams, with 117 landowners involved. 

(c) As there are many co-owners of lands in both groups mentioned in 
subparagraphs (a) and (b), the total number of Jandowners actually involved 
is 125. 

4. The Chairman personally interviewed 28 Arabs who represented a total of 
85 out of 125 Arab landowners. These 28, along with those they represented, 
appear from best evidence available to hold to 95 percent of the Arab land re- 
quired for the proposed channel of the Jordan River, and to 90 percent of the 
Arab land in the demilitarized zone required for temporary use while the em- 
bankments are under construction. 

5. This group unanimously rejected any proposal relative to rental, sale, or 
exchange of any or all of their lands for other lands within the demilitarized zone. 

6. The rejection of the Chairman’s proposals may result in indefinite suspen- 
sion of the “Project’’ as a project unless the parties can resolve their differences. 
Attention is invited to difference of opinion that exists between the parties in this 
regard as reported in paragraphs 2, 3, 4 and 5 of document 8/2173 dated 29 May 
1951. Due to the adamant stand of both parties, it is quite apparent that a 
dangerous situation may develop if the Palestine Land Development Company 
should decide to resume work on Arab-owned lands in the demilitarized zone 
before agreement is reached. 

7. At an informal meeting of the Mixed Armistice Commission on 20 June 1951, 
the Senior Israel delegate rejected a suggestion advanced by the Senior Syrian 
delegate whereby an agreement could be reached between the parties in regard to 
the project. The Israel delegate rejected the suggestion as too limited in scope. 
However, he also added that his Government was prepared to enter into discus- 
sions with Syria which might lead to settlement of all outstanding problems that 
presently face both Governments. 

8. Due to disagreement as to scope of an agenda, it appears unlikely that a 
suitable solution can be arranged through the Mixed Armistice Commission. 
Therefore, recourse may be sought under article VIII, paragraph 3 of the General 
Armistice Agreement by either of parties. If this method fails, then recourse 
may be sought under paragraph 4 which states “If the conference provided for 
in paragraph 3 of this article does not result in an agreed solution of a point in 
dispute, either party may bring the matter before the Security Council of the 
United Nations for the relief sought, on the grounds that this Agreement had been 
concluded in pursuance of Security Council action toward the end of achieving 
peace in Palestine’. 

9. With reference to the action of the Chief of Staff in authorizing the Palestine 
Land Development Company to resume work on land not under dispute, the 
following information was used in arriving at his decision (attention is invited 
to section IV of document 8/2049 for pertinent details). It is to be noted that 
Syria at that time, in addition to the objections advanced regarding the project 
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as a whole, also stated in paragraph 1 of section IV ‘‘The Syrian delegation further 
held that the work undertaken by the Israel authorities prevented many Arab 
residents of the demilitarized zone from resuming normal civilian life’. 

10. Paragraph 3, sub-paragraph A (b) of section IV of document 8/2049 
expresses my views on the question of the ‘“‘Project’”’ as a project. At no time, 
prior to submission of my memorandum, during the discussions that took place 
in the Security Council meetings which led to adoption of the resolution of 18 
May 1951 (8/2157) was the question raised as to whether or not lands other than 
Arab-owned lands might be involved. Such a possibility was first raised on 18 
or 19 May 1951. Not until I was in receipt of the Government of Israel’s letter 
dated 22 May 1951, an excerpt of which is quoted in paragraph 7 of 8/2173 was 
I officially aware that work in connexion with the project would be continued on 
other than Arab-owned land. Thus a new problem was introduced. 

11. In accordance with the interpretation of article V of the General Armistice 
Agreement which is clearly enunciated in the explanatory note of 26 June 1949 
(quoted in 8/2157) the Chairman could not authorize the Palestine Land Develop- 
ment Company to continue its work on Arab-owned lands until such time as an 
agreement is arranged through the Chairman for continuing this project. 

12. I invite attention to section IV, paragraph 2 of 8/2049 in which the Chief 
of Staff made his interpretation of article V. Though not mentioned, his under- 
standing of article V was based on the interpretation of this article as set forth 
in the explanatory note of 26 June 1949. 

13. When it was learned that the Palestine Land Development Company could 
work on certain Israel lands without infringing on Arab land, the Chief of Staff 
then requested the Palestine Land Development Company again to stop all work 
on 5 June 1951 in the demilitarized zone in accordance with 8/2157 until the 
Chairman had the opportunity to check as to whether lands on which work was 
resumed on 24 May could be considered as Arab-owned. This investigation was 
completed and as lands were not considered to be Arab-owned, permission was 
granted to the Palestine Land Development Company to proceed with work on 
11 June 1951. This action was based on article V as interpreted by the final 
paragraph of the explanatory note of 26 June 1949. 

GENERAL RILey. 


EXCERPTS FROM TRANSCRIPT OF Security Councit MEETING oF May 18, 1951, 
CONCERNING THE PALESTINE QUESTION 


Sir GLapwyn Jess (United Kingdom). I do not know whether or not I am 
answering the question, but I should like to make a few remarks on the subject 
of the drainage system. 

I must say I was very grateful to the representative of the Netherlands for 
raising the question of the interpretation to be given to paragraphs 3, 4 and 5 
of the draft resolution which deal with the drainage scheme. I was particularly 
glad because it gives me an opportunity to explain in greater detail, and I think 
I may say on behalf of the sponsors of the joint draft resolution, the procedures 
which we think should be followed to resolve this dispute. 

Members of the Council will recall that I did make some allusion to this matter 
in my brief statement on 16 May, and I should like to quote what I said then. 
What I said then was: 

“Furthermore, should either of the two Governments feel that the provisions 
of the Armistice Agreement are unsatisfactory in any particular, and, as I have 
said, we are fully aware that the form of administration provided by the Agreement 
is by no means ideal, my Government considers them to be under an obligation 
to use the procedure defined in article VIII, paragraphs 3 and 4 of the Agreement. 
If I may illustrate this by a case in point, may I say that if the Government of 
Israel considers that the Agreement is defective insofar as it enables the land- 
owners of the area near Banat Yakub to hold up indefinitely the Palestine Land 
Development Company’s Lake Huleh drainage project, their right course must be 
to put forward whatever amendments to the Agreement they consider necessary 
to a conference convoked by the Secretary-General under the provisions of this 
article, and if necessary to bring their proposals to the Security Council. If 
instead the Palestine Land Development Company proceeds with its operations 
and expropriates the land, having no authority to do so, the Company and the 
Israel authorities who control its operations must inevitably place themselves in 
the wrong in this matter.”’ 

That is what I said on a previous occasion. 
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The sponsors of this joint draft resolution are all agreed that the Lake Huleh 
drainage project would undoubtedly promote the general welfare of the area, 
and, on general grounds, therefore, they would like, as at present advised, to see 
it put into effect as soon as possible. On the other hand, we are conscious of the 
duty of the Truce Supervision Organization to safeguard the legitimate rights 
and interests of the Arab landowners. The first objective of the draft resolution 
is, therefore, to bring about the suspension of the drainage operations in the 
demilitarized zone to enable the Chief of Staff of the Truce Supervision Organi- 
zation to use his good offices in an effort to bring about and negotiate a settlement 
between the owners of the affected land and the Palestine Land Development 
Company. If this effort to obtain a negotiated settlement fails, the sponsors of 
the draft resolution would then look to the parties to the dispute to use the 
machinery provided by the General Armistice Agreement to reach a settlement. 

The Israel authorities would thus request the Chairman of the Mixed Armistice 
Commission to act under article V of this Agreement, and we could hope that he 
would be able to arrange matters in such a way as to enable the drainage project 
to go forward, while at the same time satisfying all reasonable claims by the owners 
of the lands affected by it. But it might be that the Mixed Armistic Commission 
would decide that the Chairman was not competent to arrange a settlement in 
default of the agreement of the Arab landowners concerned, and if that were the 
case, the sponsors of this resolution contemplate that the Government of Israel 
would make use, to which they are entitled, of the provisions of article VIII of 
the general Armistice Agreement and, if necessary, bring this matter before the 
Security Council under paragraph 4 of that article. 

My colleagues and I are fully aware of the need to obtain a settlement of this 
question of the drainage operations as quickly as possible, and although we think 
that the machinery provided by the general Armistice Agreement, which both 
yarties have pledged themselves to use, should be adopted, we do not believe that 
this need necessarily postpone a final decision for more than, at the most, a few 
weeks. 

If I may summarize the intentions which the sponsors of this draft resolution 
had in mind in drafting paragraphs 3, 4 and 5, I should like to say that they hope 
that a negotiated settlement between the Palestine Land Development Company 
and the landowners might be quickly achieved, but that if in spite of the clearly 
expressed views of the Council to this effect no such negotiated settlement proved 
possible, then the procedures and the machinery provided by the general Armistice 
Agreement should be used in order to make a final settlement possible. I believe 
I may say on behalf of the sponsors of this draft resolution that if the Government 
of Israel did apply to the Council for relief, in accordance with the general 
Armistice Agreement, to enable it to acquire the land on suitable terms and to 
proceed with the drainage operations we should not—I speak for the sponsors—be 
unsympathetic to this approach; and it might well be that, as it could, the 
Security Council would then bestow upon General Riley the necessary authority 
30 this end, provided, in his judgment, such action was desirable in the interest of 
she maintenance of international peace and security. 

That is my endeavour to translate the view of the sponsors on that point. 

* * * * * * * 

Mr. Gross (United States of America). The representative of Israel referred 
in his statement to the apprehension of his Government that, as he said, the text 
of the draft resolution—I quote from his statement: “irrespective of the intention 
of its sponsors, confers a veto powel upon the very interests which are implacably 
opposed to the drainage of the Huleh swamps. Since there will be no agreement, 
there will be no drainage.” 

That is a quotation from the statement made by the representative of Israel 
this afternoon. In associating the delegation of the United States with the 
statement made by Sir Gladwyn Jebb just now, I hope that the apprehension 
expressed by the representative of Israel will have been met. I should like to 
underline, on behalf of my delegation, the comment made on behalf of all the 
sponsors by Sir Gladwyn Jebb, that the sponsors of the resultion are all agreed 
that the Lake Huleh drainage project would undoubtedly promote the general 
welfare of the area and on general grounds they would like to see it put into effect 
as soon as possible. 
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BACKGROUND oF Security Counci, REso.ution or May 18, 1951, CONCERNING 
PALESTINE QUESTION 


The four-power resolution sponsored by the United States, the United Kingdom, 
France and Turkey on the Palestine situation was adopted by the Security 
Council on May 18, 1951 by a vote of ten in favor, one against, and one abstention. 
It is important to note that this resolution was a United Nations action sponsored 
by four members of the Security Council and approved by a unanimous vote. 
It represents the considered judgment of the Council after detailed examination of 
the evidence submitted by the United Nations Truce Supervision Organization 
and after careful study of the statements of the representatives of the Govern- 
ments of Syria and Israel. 

Article Five of the Israel-Syrian Armistice Agreement of July 20, 1949 estab- 
lishes a Demilitarized Zone from which the armed forces of both Syria and Israel 
are totally excluded and in which the United Nations Chairman of the Mixed 
Armistice Commission has certain special -rights and responsibilities. These 
responsibilities include general supervision of the Demilitarized Zone and arrange- 
ments for the restoration and protection of normal civilian life both Arab and 
Israeli. Policing and administration in the area would be on a local basis without 
raising general questions of administration, jurisdiction, citizenship, and sover- 
eignty. According to a letter of June 25, 1949, to the Governments of both 
Israel and Syria from Dr. Ralph Bunche, then Acting Mediator for Palestine, 
“The provision for the Demilitarized Zone in light of all circumstances is the most 
that can be reasonably expected in an Armistice Agreement by either party. 
Questions of permanent boundaries, territorial sovereignty, customs, trade rela- 
tions, and the like must be dealt with in the ultimate peace settlement and not 
in the Armistice Agreement.” 

The immediate background of the present dispute is set forth in a report to 
the United Nations of March 12, 1951 from Major General William E. Riley, 
Chief of Staff of the United Nations Truce Supervision Organization, who is 
charged with the general supervision of the several Armistice Agreements between 
Israel and the neighboring Arab states. A copy of the section of the report on 
the operations of the Israel-Syrian Mixed Armistice Commission is enclosed. 

In a memorandum to both Syria and Israel dated March 7, which is included 
in this report, General Riley gave as his opinion that the Syrians had no right to 
object to Israel operations in the Huleh Marsh area outside the Demilitarized 
Zone but “the Palestine Land Development Company should cease its operations 
in the Demilitarized Zone until such time as a mutual agreement is arranged 
through the Chairman between Syria and Israel for continuing this project.’ 
On March 10 the Chairman of the Mixed Armistice Commission requested the 
Israel authorities to cease operations in the Zone and on a number of subsequent 
occasions similar orders and requests were made by the Chairman of the Mixed 
Armistice Commission. 

It is believed that the deterioration of security in the Demilitarized Zone after 
March 10 can be attributed to the fact that these requests of the United Nations 
Chairman went unheeded and to the ensuing inability of the Mixed Armistice 
Commission to deal with the issues at hand. From the middle of March to the 
beginning of May there were sporadic outbreaks of shooting in the Demilitarized 
Zone, the most serious occurring on April 4 and 5 and again at the beginning of 
May. On May 8 the Security Council adopted a resolution calling upon both 
parties to cease fire. Both governments accepted this resolution and the situa- 
tion is reported generally peaceful in the area at the present time. 

It is pointed out that the fundamental consideration of the four-power resolu- 
tion is the strengthening of the Syrian-Israel Mixed Armistice Commission and 
of the authority of the United Nations Chief of Staff in dealing with this par- 
ticular situation in the Demilitarized Zone within the terms of the Armistice 
Agreement and with the machinery already established for that purpose. It was 
not the design of the sponsors of the resolution to bring about a permanent cessa- 
tion of the drainage operations in the Huleh area which are, of course, dependent 
on the work in the Demilitarized Zone. On May 18, 1951, Sir Gladwyn Jebb, 
permanent United Nations representative of the United Kingdom, on behalf of 
the four sponsors, discussed this aspect of the resolution in the Security Council. 
A transcript of his remarks together with the immediately following statement of 
the United States representative in the Council are enclosed for your informa- 
tion. As of possible interest there is also enclosed a copy of the Security Council 
resolution of May 18, 1951. 
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It is hoped that the limited arrangements represented by the Armistice Agree- 
ments can be supplanted or expanded by additional agreements between Israel 
and the Arab states which will result in final peace settlements. Meanwhile, in 
default of more comprehensive settlements, these Armistice Agreements are the 
only, and therefore invaluable, instruments safeguarding peace in the area. As 
such they must be carefully preserved. It is the belief of the United States that 
it is only through scrupulous adherence by the parties to the Armistice Agree- 
ments and Security Council resolutions that a solid foundation can be laid for 
eventual permanent peace. 





RESOLUTION ON THE PALESTINE QUESTION ADOPTED BY THE SECURITY COUNCIL 
ON MAY 18, 1951 

The Security Council, 

Recalling its past resolutions of 15 July 1948, 11 August 1949, 17 November 
1950 and 8 May 1951 relating to the armistice agreements between Israel and the 
neighboring Arab States and to the provisions contained therein concerning 
methods for maintaining the armistice and resolving disputes through the Mixed 
Armistice Commissions participated in by the parties to the Armistice Agreement: 

Noting the complaints of Syria and Israel to the Security Council, statements 
in the Council of the representatives of Syria and Israel, the reports to 
the Secretary-General of the United Nations by the Chief of Staff and the Acting 
Chief of Staff of the United Nations Truce Supervision Organization for Palestine, 
and statements before the Council by the Chief of Staff of the United Nations 
Truce Supervision Organization for Palestine; 

Noting that the Chief of Staff of the Truce Supervision Organization in a 
memorandum of 7 March 1951, and the Chairman of the Syrian-Israel Mixed 
Armistice Commission on a number of occasions have requested the Israel Dele- 
gation to the Mixed Armistice Commission to insure that the Palestine Land 
Development Company, Limited, is instructed to cease all operations in the 
demilitarized zone until such time as an agreement is arranged through the Chair- 
man of the Mixed Armistice Commission for continuing this project, and, 

Noting further that Article V of the General Armistice Agreement gives to the 
Chairman the responsibility for the general supervision of the demilitarized zone, 

Endorses the requests of the Chief of Staff and the Chairman of the Mixed 
Armistice Commission on this matter and calls upon the Government of Israel 
to comply with them; 

Declares that in order to promote the return of permanent peace in Palestine, 
is essential that the Governments of Israel and Syria observe faithfully the 
General Armistice Agreement of 20 July 1949; 

Notes that under Article 7, paragraph 8, of the Armistice Agreement, where 
interpretation of the meaning of a particular provision of the agreement, other 
than the preamble and Articles I and II, is at issue, the Mixed Armistice Com- 
mission’s interpretation shall prevail; 

Considers that it is inconsistent with the objectives and intent of the Armistice 
Agreement to refuse to participate in meetings of the Mixed Armistice Commission 
or to fail to respect requests of the Chairman of the Mixed Armistice Commission 
as they relate to his obligations under Article V and calls upon the parties to be 
represented at all meetings called by the Chairman of the Commission and to 
respect such requests. 

Calls upon the parties to give effect to the following excerpt cited by the Chief 
of Staff of the Truce Supervision Organization at the 542nd meeting of the Security 
Council on 25 April 1951, as being from the summary record of the Syria-Israel 
Armistice Conference of 3 July 1949, which was agreed to by the parties as an 
authoritative comment on Article V of the Syria-Israel Armistice Agreement; 

“The question of civil administration in villages and settlements in the 
demilitarized zone is provided for, within the framework of an Armistice 
Agreement, in sub-paragraphs 5 (b) and 5 (f) of the draft article. Such civil 
administration, including policing, will be on a local basis, without raising 
general questions of administration, jurisdiction, citizenship, and sovereignty. 

‘Where Israeli civilians return to or remain in an Israeli village or settle- 
ment, the civil administration and policing of the village or settlement will 
by by Israelis. Similarly, where Arab civilians return to or remain in an Arab 
village, a local Arab administration and police unit will be authorized. 

“As civilian life is gradually restored, administration will take shape on 
a local basis under the general supervision of the Chairman of the Mixed 
Armistice Commission. 
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“The Chairman of the Mixed Armistice Commission, in consultation and 
co-operation with the local communities, will be in a position to authorize 
all necessary arrangements for the restoration and protection of civilian life. 
He will not assume responsibility for direct administration of the zone.” 

Recalls to the Governments of Syria and Israel their obligations under Article 
II, paragraph 4 of the Charter of the United Nations and their commitments 
under the Armistice Agreement not to resort to military force and finds that: 
(A) Aerial action taken by the forces of the Government of Israel on 5 April 
1951 and (B) any aggressive military action by either of the parties in or around 
the demilitarized zone, which further investigation by the Chief of Staff of the 
Truce Supervision Organization into the reports and complaints recently sub- 
mitted to the Council may establish, constitute a violation of the cease-fire 
provision provided in the Security Council resolution of 15 July 1948 and are 
inconsistent with the terms of the Armistice Agreement and the obligations 
assumed under the Charter. 

Noting the complaint with regard to the evacuation of Arab residents from the 
demilitarized zone: (A) decides that Arab civilians who have been removed from 
the demilitarized zone by the Government of Israel should be permitted to return 
forthwith to their homes and that the Mixed Armistice Commission should super- 
vise their return and rehabilitation in a manner to be determined by the Com- 
mission; and (B) holds that no action involving the transfer of persons across 
international frontiers, armistice lines or within the demilitarized zone should be 
undertaken without prior decision of the Chairman of the Mixed Armistice Com- 
mission. 

Noting with concern the refusal on a number of occasions to permit observers 
and officials of the Truce Supervision Organization to enter localities and areas 
which were subjects of complaints in order to perform their legitimate functions, 
considers that the parties should permit such entry at all times whenever this is 
required, to enable the Truce Supervision Organization to fulfil its functions, and 
should render every facility which may be requested by the Chairman of the 
Mixed Armistice Commission for this purpose. 

Reminds the parties of their obligations under the Charter of the United Nations 
to settle their international disputes by peaceful means in such manner that 
international peace and security are not endangered and expresses its concern 
at the failure of the Governments of Isreal and Syria to achieve progress pursuant 
to their commitments under the Armistice Agreement to promote the return to 
permanent peace in Palestine. 

Directs the Chief of Staff of the Truce Supervision Organization to take the 
necessary steps to give effect to this resolution for the purpose of restoring peace 
in the area and authorizes him to take such measures to restore peace in the area 
and to make such representations to the Governments of Israel and Syria as he 
may deem necessary. 

Calls upon the Chief of Staff of the Truce Supervision Organization to report to 
the Security Council on compliance given to this resolution. 

Requests the Secretary-General to furnish such additional personnel and assist- 
ance as the Chief of Staff of the Truce Supervision Organization may request 
in carrying out this resolution and the Council’s resolution of 8 May 1951 and 
17 November 1950. 





Excerpt oF A Report Darep 12 Marca 1951 From tae Cuier or STAFF OF 
THE TRUCE SUPERVISION ORGANIZATION TO THE SECRETARY GENERAL OF THE 
Unitrep Nations on THE STATUS OF THE OPERATIONS OF THE Mrxep ARMIs- 
TICE COMMISSIONS 


IV. SYRIAN-ISRAEL MIXED ARMISTICE COMMISSION 


1. The main concern of the Syrian-Israel Mixed Armistice Commission has been 
the administration of demilitarized zones and the problems arising therefrom. 
The Israel project for straightening and deepening the bed of the Jordan River 
at the southern end of Lake Hula has led to complaints to the Syrian-Israel 
Mixed Armistice Commission by the Syrian delegation. The aim of thir project 
is to lower the water level of Lake Hula and to dry the marshes north thereto. 
The Syrian delegation has contended that the carrying out of this project would 
remove a natural military obstacle, in contravention of article Il, paragraph 1 
of the Syrian-Israel General Armistice Agreement, which states: ; 

“The principle that no military or political advantage should be gained 
under the truce ordered by the Security Council is recognized.”’ 
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The Syrian delegation further held that the work undertaken by the Israel au- 
thorities prevented many Arab residents of the demilitarized zone from resuming 
normal civilian life. 

2. Under the terms of article V of the Syrian-Israel General Armistice Agree- 
ment the Syrian delegation is required to address its complaint concerning the 
demilitarized zone to the United Nations Chairman, and likewise the United 
Nations Chairman can decide whether the work being carried out by the Israel 
authorities in the demilitarized zone could be permitted under the term of the 
General Armistice Agreement. The Syrian complaint was made to the Syrian- 
Israel Mixed Armistice Commission on 14 February 1951. The Israel delegation, 
however, raised no objection to the complaint being considered by the Commission. 
Instead, at the formal meeting of the Syrian-Israel Mixed Armistice Commission 
on 21 February 1951, both delegations agreed mutually to seek the opinion of the 
United Nations Chief of Staff on the question as to whether or not the work 
undertaken by the Israel authorities constituted a contravention of Article II 
(military advantage) of the General Armistice Agreement. 

3. At the meeting of the Syrian-Israel Mixed Armistice Commission on 7 March 
1951, the United Nations Chief of Staff submitted a memorandum to the Chairman 
of the Syrian-Israel Mixed Armistice Commission which was circulated to the 
delegations. In submitting the memorandum, the United Nations Chief of 
Staff took into consideration the fact that the Israel delegation had raised no ob- 
jection to the Syrian complaint being discussed in the Syrian-Israel Mixed 
Armistice Commission. This memorandum read as follows: 

‘A. In accordance with the desires of both delegations of the Syrian- 
Israel Mixed Armistice Commission as expressed at the 58th meeting held 
on 21 February 1951, the views of the Chief of Staff are transmitted with 
respect to the Lake Hula Concession project now being undertaken. 


‘ta. Military Advantage 

It can be argued that in the draining of Lake Hula marshes, any 
military advantage which will accrue to one Party shall be equally 
enjoyed by the other Party. It should be pointed out that the terrain 
along the demarcation line and east of the international border between 
Syria and Palestine in the vicinity of the Hula marshes is in itself a 
natural obstacle to the movement of military forces. These topograph- 
ical features and extremely high ground present a dominating military 
terrain feature from which the Syrians can control the ground which 
is now marsh land. The argument of Syria that in drawing up the 
Armistice Agreement a demilitarized zone was created where no natural 
obstacles existed, is not valid. Article V, paragraph 3, states in part: 

‘The Armistice Demarcation Line shall follow a line midway 
between the existing truce iines, as certified by the United Nations 
Truce Supervision Organization for the Israel and Syrian forces. 
Where the existing truce lines run along the international boundary 
between Syria and Palestine, the Armistice Demarcation Line 
shall follow the boundary line.’ 

Article V, paragraph 5 (a) states in part: 

‘Where the Armistice Demarcation Line does not correspond to 
the international boundary between Syria and Palestine, the area 
between the Armistice Demarcation Line and the boundary, pend- 
ing final territorial settlement between the Parties, shall be estab- 
lished as a Demilitarized Zone.’ 

From these articles, it is conclusive that a demilitarized zone was 
created where the truce lines did not correspond to the international 
border between Syria and Palestine, and not in locations where no 
natural obstacles prevented the movement of armed forces. 

It is concluded that: 

i. in draining Lake Hula, the Israelis will not enjoy any military 
advantages not equally applicable to the Syrians; 

ii. the demilitarized zone was not created where natural obstacles 
to the movement of armed forces were non-existent. 


“bh. Civilian Works 

In draining the Hula marshes, the Israelis are performing works of a 
civilian nature for the purpose of reclaiming land for cultivation. This 
work affects land in the territory under Israel control. Therefore, 
Syria cannot on any grounds offer an objection to this type of work, 
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any more than could Israel protest against projects of a similar nature 
being performed by Syria in territory under its control. It must be 
further pointed out that the draining of these marshes will be equally 
advantageous to Syria from a sanitary point of view. In completing 
this project, Israel will have contributed to the malaria control of the 
area. 


““e, Construction of Dam 

The construction of a dam at the south end of Lake Hula to lessen 
the flow into the Jordan River has resulted in a slight rise in the level 
of the lake with some flooding of Arab lands in the vicinity of Ein Tinna. 
While this flooding approximates that which would occur during a normal 
rainy season, nevertheless this water will not recede in due course. This 
flooding, therefore, is an obstacle in the return to normal civilian life of 
the inhabitants of the demilitarized zone. This is a violation of article 
V, paragraph 2, of the Armistice Agreement. 


“d. Work Withing the Demilitarized Zone 


At the present time, Israelis are performing work within the central 
sector of the demilitarized zone preparatory to straightening and 
deepending the Jordan River. A road has been cut through Arab 
lands, against the will of land owners. The Israelis contend that they 
are exercising rights under a concession originally granted by the Imperial 
Ottoman Government in 1914 and transferred to the Palestine Land 
Development Company Limited in 1934. Whereas a Mandate Govern- 
ment Ordinance in 1938 gave undisturbed rights to the concessionaires 
in the areas known as the ‘Unreserved Concession Area’, it does not 
follow that these rights granted under the Mandate Government, which 
no longer exists, still hold good. 

The demilitarized zone created by the Armistice Agreement was 
defined with a view toward separating the armed forces of both Parties 
while providing for the gradual restoration of normal civilian life in the 
area of the demilitarized zone. The Chairman of the Mixed Armistice 
Commission was charged with the responsibility of ensuring that the 
provisions of the Armistice Agreement with respect to the demilitarized 
zone were implemented. It follows that neither Party to the Armistice 
Agreement therefore enjoys rights of sovereignty within the demili- 
tarized zone. Any laws, regulations or ordinances in force prior to the 
Armistice Agreement which affected any areas included in the demili- 
tarized zone are null and void. Therefore, the concessionaires do not 
enjoy the right to expropriate lands or buildings, to occupy lands tem- 
porarily or to force the owners of lands to accept compensation. There 
is no law of expropriation within the demilitarized zone. Any occupancy 
of lands either temporary or permanent, without the full consent of the 
land owners is a hindrance to the restoration of normal civilian life in 
the demilitarized zone, and a violation of article V, paragraph 2, of the 
Armistice Agreement. 

“B. Until such time as a mutual agreement is reached between the Govern- 
ments of Syria and Israel, with respect to the work now being conducted in 
the demilitarized zone in connection with the drainage of the Lake Hula 
marshes, the Palestine Land Development Company or any successors are, in 
the opinion of the Chief of Staff, not justified in continuing such work. 

“C. In the opinion of the Chief of Staff, the Palestine Land Development 
Company Limited should be instructed forthwith to cease all operations 
within the demilitarized zone, until such time as a mutual agreement is 
arranged through the Chairman between Syria and Israel for continuing this 


project. 
(Sgd.) W. E. Ritey, 
Major General, USMC.” 


Note: The United Nations Chief of Staff now believes that his memorandum 
should have stated that any laws, regulations or ordinances in force prior to the 
Armistice Agreement which affected any areas included in the demilitarized zone, 
“are held in abeyance’’, instead of “‘are null and void’’. 

4. At the meeting of 7 March 1951, the Israel delegation contended that the 
Syrian-Israel Mixed Armistice Commission had invited the United Nations Chief 
of Staff to express an opinion whether the work being done by Israel was a con- 
travention of article II of the General Armistice Agreement or not. It was not 
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in order for him to go outside the scope of the request as he had done in his memo- 
randum. The Israel delegation charged the United Nations Chief of Staff with 
assuming prerogatives in the demilitarized zones which were not given to him 
under the General Armistice Agreement. The Israel delegation maintained that 
Israel was determined to uphold her sovereignty in the demilitarized zone except 
insofar as it was limited by the terms of the General Armistice Agreement. 

5. The Syrian delegation stressed that it would have been improper for the 
United Nations Chief of Staff to express an opinion on one aspect of the problem 
only. He was within his rights to advise the Syrian-Israel Mixed Armistice Com- 
mission on all aspects of the problem. The Syrian delegation called on the Com- 
mission to vote on the Syrian delegation’s complaint. owever, it was mutually 
agreed to postpone the vote for twenty-four hours to permit the Israel delegation 
to study further the memorandum from the United Nations Chief of Staff and 
the position taken by the Syrian delegation. 

6. Three hours before the time set for the meeting on 8 March 1951, the Chair- 
man of the Syrian-Israel Mixed Armistice Commission received the following 
message from the Israel deputy Chief of Staff: F 

“T am instructed by my Government to inform you that, having heard the 
report of yesterday’s meeting of the Syrian-Israel Mixed Armistice Commis- 
sion, it considers that the questions raised and the memorandum submitted 
by General Riley calls for careful consideration. I have, therefore, instructed 
our delegation not to attend tonight’s meeting of the Syrian-Israel Mixed 
Armistice Commission, which will have to be postponed.” 

The message added the Israel delegation would inform the Chairman of the date 
on which it could take part in a meeting of the Syrian-Israe] Mixed Armistice 
Commission. 

7. This message was communicated to the Syrian delegation which replied on 
the same day as follows: 

“a. Since the meeting of the Syrian-Israel Mixed Armistice Commission 
set for 8 March 1951 was mutually agreed upon, the postponement requested 
by the Israel delegation constitutes a very dangerous precedent. This action 
gives the important problem under discussion a sense of gravity which might 
impede the smooth working of the Syrian-Israel Mixed Armistice Commission 
in the future. 

‘bh, The Syrian delegation — against the delay caused by the Israel 
delegation in the Syrian-Israel Mixed Armistice Commission taking a decision on 
the question of Lake Hula. The Syrian delegation requests the intervention of 
the United Nations Chief of Staff, Truce Supervision Organization, in order that 
the Israel work now in progress in the demilitarized zone be stopped immediately.”’ 

8. On 10 March 1951, the Chairman of the Syrian-Israel Mixed Armistice Com- 
mission requested the Israel delegation to ensure that instructions are issued in 
order that Israel works on Arab-owned lands in the demilitarized zone be stopped 
until action has been taken by the Syrian-Israel Mixed Armistice Commission. 
To date, the Israel authorities have ignored the request of the Chairman to cease 
work on this project within the demilitarized zone. 

9. Paragraphs 1 to 8 refer to matters which occurred after the ninety-day period 
from 17 November to 17 February. These details are included in this report in 
view of the importance attached to the Lake Hula problem by the Israel and Syrian 


delegations. 
W. E. Rivey, 


Major General, U. S. Marine Corps, 
United Nations Chief of Staff of the Truce Supervision Organization, 


JERUSALEM, 12 March 1951, 
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THE MUTUAL SECURITY PROGRAM 


SATURDAY, JULY 21, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON ForeiGn AFFAIRs, 
Washington, D.C. 
The committee met in the House Foreign Affairs Committee room, 
the Capitol, at 10 a.m., Hon. James P. Richards (chairman) presiding. 
Chairnfan Ricuarps. The committee will come to order, please. 
Assistant Secretary of State McGhee will continue his testimony. 
Mr. McGhee, I want to apologize for not being here when you and 
the admiral finished yesterday, but you know what the situation was 
on the floor of the House at that time. 


STATEMENT OF HON. GEORGE C. McGHEE, ASSISTANT SECRE- 
TARY OF STATE FOR NEAR EASTERN, SOUTH ASIAN, AND 
AFRICAN AFFAIRS 


Mr. McGuekr. Yes, sir. 

Chairman Ricuarps. I believe we were continuing with the ques- 
tioning. Are there any members who have further questions to ask 
of the Assistant Secretary? If so, do not hesitate to ask them. Mr, 
Smith. 

(Off-the-record discussion between Mr. Smith and Mr. MeGhee 
followed at this point. The following was submitted for inclusion in 
the record: ) 


Industry and labor projects for fiscal 1952 Arab States and Israel 


{In wamanined 


——— ——EEE — $$ $$$ —$ ep 





' 


United | 
| States | 
} cost 


Local Grand 
| cost total 


— ee - - . — 


Egy 
Pept: rts (7) and trainees (19) for social security administration 
Experts (2) and trainees (8) for labor welfare _ _- 
Experts (4) for surveys canning, citrus fruit and refrige ration indus- 
tries, and grain silos __.-_- : ; Cty PSD OE ER ee 


Sg REE RR ERR greene Rg arent to a oa ree ks a eae | 


Iraq: | 

Experts (5), trainees (4), and testing equipment for tanneries, fruit | 
canning, textiles, construction, and chemistry --- 

Experts (4) and trainees (8) for social security, labor we ‘Mare, and village 
services és : Ssoasaseieananeblinaetiia 


Total Iraq. -- 


Jordan: 
Experts (4) for industrial development staff of Ministry of Agriculture_. 
Experts (3) and equipment for survey of phospliate fertilizer and 
ground phosphate rock production__. cis ; 100 
Experts (3) and trainees (15) for social welfare , ‘ 25 


Total Jordan stcbilai 248 157 
85708-—51——_55 853 
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Industry and labor projects for fiscal 1952 Arab States and I srael—Continued 


[In thousands] 









































= Local Grand 
cost cost total 
Lebanon: Experts (6), trainees ©, earns | for deeemananicd wecanidll 
ment, including slum areas ___.. epbakatebh $115 $25 $140 
EE DIMES 6 « oiccn sce ccvicndsv gn dahquneboth ckaehna ph Adahe eed albdidwnvndnadtnieabennbelis amdéuin 
Syria 
Easerts (10), trainees (15), and training material for social security 
NICs Sete. s cone tek eeide Canines Dek tated ern itetw eke 200 50 250 
Experts (6), trainees (7), and cement plant (CAF basis)... _._. sole 2, 500 2, 000 4, 500 
EIR EE don det hae ahberdinre che bieee<enGhmaanyenenpieoe : 2, 700 2, 050 4,7 
bE RS SE ee eS ee Se ee vioneate aS ee 
ee 6. ti bennrtn<e sei ndeendeiententnha st anrienyess 3, 560 2, 5: 6, 082 
Israel: ri 
Experts (2) and trainees (4) for vocational training. -...........-- . 44 26 | 70 
Experts (2) and supplies for survey of bituminous limestone... ____. 74 26 100 
50,000-kilowatt generating unit with auxiliary equipment and trans- 
Tino int a nb agp actedewanediie 4, 600 2, 150 6, 750 
Experts (8), trainees (20), and mauuineed materials for social and com- 
REELS PERSE SOR 2 Ne | 200 | 110 310 
a ea at SS ence EE ak et 4,918 2,312 7, 230 
Total Israel and Arab States.............--.- SE ORY SE } 8, 478 | 4, 834 ix 13, 312 
| | 





Mr. Smirx. What I would like to get is what money we have 
advanced by way of loan or grant to Israel and to the Arab States. 

Have we given anything to the Arab States at all? 

Mr. McGueeg. No, sir; only under the point 4 program. 

Mr. Sir. What does that amount to as of this day? 

(The following information is supplied for the record in answer to 
Mr. Smith’s question.) 


Summary of point 4 authorizations in fiscal 1951 to near eastern and independert 
African countries 
Arab States: 


Egypt--_--- stile ah bet ei ete hey eve ws atieben a 
ceed es ae el 28, 551 
Jordan. .....-- : sites arte a ice ea eee . 138, 598 
Lebanon. ep a RIN aS ee ae ae 112, 868 
NR Bee ne iene A le : 97, 300 
Syria__--- nit tae on aigirrcsgienien a ge as tala + — 88, 140 
ITE oc Wale ae bts ets acto oe ei tae Pah ; 
ES Re ie aE ee Oe Pee eee ees 612, 421 
aE Twin) SRT Sel ak aa PA OR RM RC RS Pe aN aah es 98, 747 
Tran... -.- is Sa tpl rss ‘sirevton' @ MAI ALT ES, Be wt a SMe ah aT _.-- 1, 646, 017 
meee rs Africa: sa 
Reeomeeand Mritred._..........---...---+ PAP eeTe eee eey 50, 000 
SD gg a TS GR a ce rc ne peer ee $38, 820 
i Seti att inl sich cs ore oh ol ser Sprain ohare epi ancien an ape 156, 850 
Total independent NE ies Sweda duces covactss ese _. 1, 045, 670 
REE eae ae ---- 628, 806 
CR ee eee ee ne ee ee ee ee 4, 4, 031, 661 
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Authorizations 
EGYPT 
[General agreement: May 5, 1951. TCO—Frederick Sacksted cr) 





Technicians 
Projects Amount 
Authorized In field 





Rural improvement pomp cane centers and related public | 
services, request No. 1_- 1 $12,722 | 3 2 
Housing— building oamalake ‘development, contract with Arthur } 
D. Little, Inc 20,000 | Contract 
Agriculture ee aa | 100 4 
Training grants for 32 (mechanical engineering, 1; social services, | 
16; geological survey, 2; mining and ay, < 2; government | } 
accounting, 1; and agriculture ae : 2,044 | Trainees 
Leader grants for 24. SbGenuubweduae ; 2, 098 


Total ms eS 146, 964 





[General agreement: Signed Apr. 10, 1951. TCO—Authorized] 


Member development board—general economic enabanedeme nt $9, 
Maternal and child-health expert. 2 ; = ia ae 
Training grant in engineering. 

Leader grants for 4____..._- 


Total 


JORDAN 


Lamanoaens copemens: Signed Feb. 27, 1951. TCO—None authorized] 


Village water supply—contract (and equipment procurement) for 
survey and for cleaning, repairing, and building of cisterns and 
reservoirs - $127, 340 Contract 
Central Government laboratory, establishment of and assignment of | 
technicians to ; 
Training grants for 2 in Publie h health 
Leader grant for 1 ‘ 


Total 


LEBANON 


[|General agreement: Signed May 29, 1951. TCO—None authorized] 





| 
River valley development— Mission to investigate possibility and 
means of developing Litani River Basin, request No. 1 


Agricultural development— Extension, education, production and 
marketing, request No. 3 

Training grants in agriculture for 13, request No.4 

Training grants in civil aviation for 6, ee No.8 

Leader grants for 3 





Total 





1 1 Originally authorized $130,000; reduced to $12,722 as amount to be obligated by end of fiscal year. 

Maa .025 for laboratory and $416 for technician authorized but not obligated by end of fiscal year, hence 
withdrawn. 

3 Reduced in June from $66,400 

‘ Initial phase completed; all but 2 technicians returning United States end of June. 

5 Reduced in June from $78,750. 

5s Trainees. 
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Authorizations—Continued 
SAUDI ARABIA 
[General agreement: Signed Jan. 17, 1951. TCO—None authorized] 





| Technicians 


























Projects | Amount 
Authorized} In field 

Ground water survey—country-wide..__......_----...-..----...... $36, 100 2 2 
Supplemental aerial survey on water and agricultural potential_____- 55,000 | Contract |-........... 

Government finance—services of 5 advisers to Ministry of Finance 
on customs, budget and accounting, currency and coinage. - -____- _ a, ee See 
ee ggg SRE OES SEITE ae Se ee 6, 200 5 0 
DR cnecccepcebncnccdpcetttaddasuvioidbiminbaseenes ess. 97, 300 7 2 

SYRIA 
[General Agreement: Not signed. TCO—Authorized] 
Rural improvement—contract with Near East Foundation. - ..__.-- | $88, 140 | Seieiiainnciabinl | Ses 
YEMEN 


[General agreement: Under negotiation. —TCO—None authorized] 
None. 
ISRAEL 


[General Agreement: Signed Feb. 26, 1951. TCO—Authorized] 





Contract with Unitarian Service Committee, Inc.: Health edu- 
Ge ind eit barn dadih tebbenbeudathascga petbeweeene | 


a = Gi Contract j............ 
One road construction expert, request No. 2._.....-...---..-.----.--- (7) 


Survey on development of _ limestone, ete__.......--- cSusecd 4, 950 1 1 
Training grants for 20 people ®_ . ..............................-...-- 46, 845 Baie 
RAL GEE, Gis poecntnctovdvsnductbansassnedssqestedgoneascnse | ll, 952 |.--- Cees aes 

ER a eae Se Os oe Ee ee 98, 747 1 | 1 





IRAN 
{General agreement: None contemplated.?- TCO—Authorized; Jack Neale, acting (in Tehran)] 











Training grants for 19 (agriculture, 7; public health, 10; parigorotagy, 
Se En ns sandenie wos kon boshimrestaspesseneuessiends 82,310 | Trainees 


I Si arcceacnciedhicutvcekecsostas dbantelaanasences 64, 000 
Total | 1,646, 017 28 ~ 


Labor—Expert in apprenticeship training. .............-..---- Le $12, 500 | 1| 1 

Near East Foundation grant for rural development ____- See 297,000 | Contract |. ae 

ee SE a eee (10) ok Ree ee 

DEG III inc nelnwrtr ene cds cena taenckrestwarades- (SR ae 243,000 | Contract |__....__.__. 

Malaria campaign - iadewaeies 310,000 |" Supplies |_....._____- 

Rural improvement— ~Demonstration and training !?__----------__- 637, 207 27 | 7 
| 








6 Funds withdrawn. 

7 No funds required this fiscal year. 

* Agriculture, 2; electrical engineer, 1; industrial training, 3; minerals and industry, 6; public health, 4; 
railroads, 7; reclamation, 1; and shipping, 3 M 29). 

* First f roject agreement ’signed Oct. 

10 Funds withdrawn. 

1! Personnel involved are authorized under “Rural improvement project.” 

12 Subproject authorizations issued to NEA ($286,300), Department of Agriculture ($69,600), USPHS 
($51,307), Brigham Young University ($65,000), University of Utah ($65,000), and Utah State Agricultural 
College ($100,000). 

ERITREA 


[General agreement: Signed June 15, 1951. TCO—None contemplated] 


Agricultural extension and demonstration—servicio grant (Eritrean-American Technical Assistance 
Service), $50,000, 
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Authorizations—Continued 
LIBERIA 


General agreement: Signed Dec. 22, 1950 (also agreement on Joint Commission Dec. 22, 1950). TCO— 
Reed Hill (in Monrovia)] 





Technicians 
Projects | Amount —— ----- —+ 
Authorized In field 


————_—— -———_- ——___— ---= - —_—— = — - ———_— —__ , — gD 
t 





A general economic development project for Liberia was approved; 
——- ions for components include the following: | 
FSA 
Public Ne ae ee ee eee $127, 100 19 7 
Regional research program on eg diseases in conjune- 
tion with Liberian Institute of the American Founda- 














tion for Tropical Medicine, Inc_-.__--.._-- ia 50, 000 3 2 
Educational consultant. _._.....-....--- 3, 200 1 l 
Education: Grant to Booker W oe Institute of Liberia, 
Ine a x 40,000 | Contract 
USDA: Agricultur: a program _ er ee eat st 44, 000 13 
Coast and Geodetic Survey: Preliminary survey 1, 500 1, Completed 
Preliminary work on aerial mapping for proposed survey __. 1, 600 (33 (33) 
Housing: 2 technicians , ("4 2 0 
Hydroelectric power and port dev elopment ad ('4) 2 0 
Contract for aerial photography and mapping with Aero Sur- 
vey Corp., Philadelphia__ - 150,000 | Contract 
Program operations, supplies, equipment, ete. (includes mem- 
bers of United States Economics Mission) 395, 000 13 7 
T raining grants for 12 in — health (4 in United States and 
8 in Africa) - beookes 15, 000 Trainees 
Leader grants for 4.................- 4s ' 11, 420 
eDiets ; 838, 820 He 20 
LIBYA 
[General agreement: Signed June 15, 1951. CO—Authorized (Consul General Lynch, Acting)} 
Water Resources Survey in Tripolitania_______- —— $4, 100 1 1 
Grant to Libyan-American Technical Assistant Service (Agricul- 
tural] extension, demonstration, and training) - 150,000 | __- : <a 
Leader grant for 1 “ - tae Name . 2, 750 |_. 
A Se eee Diiccictabddludethbcllbitns hinaiienmeemmiaon 156, 850 | 1 | 1 


NEAR EAST REGIONAL PROJECTS 


Federal Security—Public Health Service to review needs and ar- | 
range terms of contract with American University of Beirut __ | $4, 506 1 1 
Contract for regional training program in public health, public ad- | 
ministration, economics, and agriculture at American University 


of Beirut aoa 624, 000 Contract 
Regional labor consultant... 300 1 


Total. —. on " ome pigine’ 628, SOG 2 1 


18 Work to be done in United States. 
4 Funds withdrawn in June. 


Mr. McGuer. Mr. Smith, previously we have made no United 
States loans to the Arab states except for a small Export-Import Bank 
loan to Egypt, $7‘ million, and a loan to Saudi Arabia. There was 
one loan to Saudi Arabia of $15 million, I believe, which was com pleted 
and a new loan to Saudi Arabia which has yet to be drawn upon. 

We have made loans aggregating $135 million to Israel, of which 
$85 irillion has so far been spent. 

Mrs. Boiron. You say the loan to Saudi Arabia is finished. Has 
it been paid back? 

Mr. McGuee. No; it has been drawn down, but not paid back. 

Mrs. Bouron. There is a self-liquidating process? 
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Mr. McGueer. Yes. In that case the oil royalties were used as the 
collateral for the loan. That was not true of the second loan to Saudi 
Arabia. 

Mrs. Boiron. What is the second loan? 

Mr. McGuer. We have negotiated a new loan. It is a straight 
Export-Import Bank loan. 

Mr. Smiru. Do I understand the $135 million to Israel has been in 
the nature of a loan? 

Mr. McGuer. Yes, sir. It is a normal Export-Import Bank loan 
for agricultural and other development purposes. 

Mr. Chairman, I have sore data on the status of Export-Import 
Bank and International Bank for Reconstruction and Development 
loans which I should like to have placed in the record. 

Chairman Ricwarps. Without objection, the material will be in- 
cluded in the record. 

(The material referred to is as follows:) 


Banks loans (July 1, 1945—Dec. 31, 1950) Near East and Independent Countries of 
Northern Africa 


[Millions United States dollars] 


























3 | %- 
: Principal 
Net loaned! |} Disbursed ane, pony moe 
| 
' 
| — 
Iran: 
Sh a: ROOD co PP eae 25.0 0 25.0 0 
ee ee 0 0 0 0 
Iraq: 
ERE Bi aa LEE Sita akan TL 0 0 0 0 
ee SAAT 'S 2m poe as 12.8 0 12.8 0 
Israel: 
Eximbank_____. SR Rae Ay Se pwn 135 55.7 79.3 55.7 
ss “| ee SD 2 PG FEO ane 0 0 0 0 
Saudi Arabia: 
ee ena ee 4 29 12.3 16.7 9.3 
IIS BEES ER SEES al 0 S23 a., 0.0 
Egypt: | | 
Eximbank_______- See } 7. 25 7. 25 | 0 | 7. 25 
I i oS | Oe bn Se wae 0 0 0 | 0 
Ethiopia: | 
lia ES NS AN ETE Poste aN ahve 3 2.5 0.5 2.5 
SCRE SS Ee Se Ie I 0 Fog 0 
Liberia: } 
TS Ee ae eee 4 3.8 0.2 3.8 
ss ES a RRR RNR Ate eters 0 0 0 0 
Total Near East and independent countries of 
northern Africa: 
OS Sea Rae Aa Pleat 203. 25 81. 55 121.7 78. 55 
0s a RS SE es ea a ee 19.8 | 0 19.8 0 








1 Net borrowed prepresents the amount of total credits authorized less the total amounts of the credit which 
were either canceled or were not used before the expiration date of availability. 

2 In reality, as soon as a loan becomes effective IBRD considers the total amount of the loan as “‘Loans 
Outstanding Held by the Bank” regardless of the undisbursed balance of the loan. However the figure 
used here is the total amount of the loan disbu’sed less any repayments on principal. 





(Off the record discussion between Mr. Smith and Mr. McGhee 
followed at this point.) 

Chairman Ricuarps. Are there other questions? Mr. Secretary, 
if there are any particular points that you think you should touch on, 
please do so. We will be glad to have you give us any additional 
information that you feel we should have before we get to the admiral. 

(Discussion off the record.) 

Chairman Ricwarps. Mr. Secretary, when Mr. Nathan was up 
here I asked that very question. He was talking about the great 
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number of refugees they had to absorb. How many has Israel had to 
absorb? : 

Mr. McGuer, Mr. Chairman, the total number of Jewish people 
that have come to Israel, since the Balfour Declaration of 1917, is 
about 1,200,000. The total number that came last year is around 
200,000. 

Chairman Ricuarps. Could you class all those as refugees that 
could not be taken care of somewhere else? 

Mr. McGuer. This is, of course, a complicated question. Many 
of these people come from countries where they have lived for 1,000 
or 2,000 years as a minority group. They may have received dis- 
criminatory treatment there from the majority groups. In the light 
of the Jewish aspirations this transfer to Israel is a desirable thing. 

It is true, of course, that many of them have come from situations 
that have been relatively static for a number of years. In some cases 
there may not be the sense of urgency that existed and still exists in 
the case of refugees from Europe. I think the refugees from Eastern 
Europe have been considered to represent a particularly urgent case, 
because it has been felt that the doors were closing. The Jewish 
people, who were being discriminated against, were thought to have 
little time left during which they could get out. 

Chairman Ricuarps. The sense of some of that testimony was 
that there was an obligation on somebody, possibly the United States, 
due to the fact that we followed the custom of having to contribute 
to them if they had been somewhere else. 

I asked if you would not have to subtract from that obligation the 
displaced refugees who had to go somewhere else. 

How many displaced were there? 

Mr. McGuer. There are 800,000 displaced persons who have 
entered Israel since World War Il. The number of Arabs displaced 
is almost precisely the number of Jewish people who have entered 
Israel since the war. 

Chairman Ricuarps. That is the group that we are contributing 
the $50 million to in just 1 year? 

Mr. McGuesr. That is correct. Of course, Mr. Chairman, we have 
contributed very generously to the TRO. We have also accepted into 
this country a large number of people of refugee status. 

Mr. Burieson. May I ask a question right there? 

Chairman RicHaArps. Yes. 

(Discussion off the record.) 

Chairman Ricnarps. Are there any other questions? 

Mrs. Botton. I have a number, Mr. Chairman. 

Chairman Ricuarps. We will be delighted to have your questions. 

Mrs. Botton. On the water situation, Mr. Secretary, which is so 
important to the life of the entire region. What is happening to the 
over-all major plan which the Israelis seem to take as a matter of 
course. What of the Tigris-Euphrates project. Can that not be 
expedited a little. And what of the Arab Development Co. which I 
think is in Palestine, is it not? 

Mr. McGuesr. The Musa Alami project? 

Mrs. Bouton. Yes, Mr. Secretary. Over here we are always hear- 
ing that the Arabs do not know how to farm, when in reality they have 
farmed longer than the Israelis and are by nature agrarian, probably 
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having forgotten more than the Jews, especially those who have come 
in the last years, have ever known. 

This particular project is wholly Arab. They are putting in their 
irrigation. They have a first cotton crop. They have tobacco, vege- 
tables, fruit, and so forth. 

The money for assistance to these courageous people should be 
found. The Arabs do not have an Arab constituency over here to 
send it millions of dollars. 

Chairman Ricwarps. Will you yield for a question? 

Mrs. Boron. Yes. 

Chairman Ricuarps. I do not get it. You have been over there 
and I have not. Do you mean there is a dam project? 

Mrs. Botron. Yes. 

Chairman RicHarps. You mean it will cut off the natural flow? 

Mrs. Botron. Yes, Mr. Chairman. It is very simple for the Secre- 
tary to give us that because it has been in the plans of the Israelis for 
a great many years and the Zionist group. 

The original plan, as I saw it laid out on a table like this in a 
raised map, eld take the water of the Litani River up in Lebanon 
and take it down here. 

Chairman Ricuarps. Will it do that, Mr. Secretary? 

Mr. McGuer. Mr. Chairman, there was a plan devised by Mr. 
Hayes, who is one of our outstanding water experts, and elaborated 
on by Mr. Lowdermilk, one of our greatest conservationists, which 
involved a rationale of the use of the water of this entire area. 

This plan was formulated in the period before partition, at which 
time I assume it was considered possible that cooperation could be 
achieved between the states of the area in the implementation of an 
over-all plan for the use of the water resources of the area, 

The State of Israel does not extend to the Litani River, and there 
is no way in which Israel could utilize the waters of the Litani River 
except in agreement with Lebanon. I think the existence of the plan 
does not in any way indicate that Lebanon is in danger. 

Lebanon is proceeding under point 4 with a Litani power survey. 
The Lebanese have made clear their wish to develop this river for the 
benfit of the Lebanese. 

Mr. Hayes and Mr. Lowdermilk have also projected a very ambi- 
tious water development project for the Jordan Valley. It involves 
a cost of a quarter of a billion dollars. It involves cooperation on 
both sides, which would not now be possible. You could not get 
such cooperation between Jordan, Syria, and Israel. 

I think you will have to consider that the Jordan River plan is in 
abeyance because of this political impasse. 

The Ghab swamp project is different. No one questions the 
desirability of that project. 

As for the Huleh incident, that is a complex matter under consider- 
ation by the United Nations. The Security Council’s resolution did 
not look to stopping the project. The Council stated that the rights 
of the Arab landowners should be taken into consideration, and that 
the Chairman of the Mixed Armistice Commission should arrange 
suitable compensation for their land. 

When the Chairman of the Armistice Commission can make suit- 
able arrangements with the landowners, it is assumed that the 
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Israelis will continue the draining of the swamp, which will bring 
into cultivation about 15,000 acres. ; 

Mrs. Botton. May I interrupt you at that point? There is a 
great deal of suspicion on the part of the Arabs, which may be justified 
or not, in the matter of that water. 

They do not consider it simply ‘‘a matter of seven acres of land”’ 
as the Secretary does. It is a matter of a whole program and an 
attitude of mind. 

Mr. McGuer. The Arabs feel that it will change the strategic 
character of the territory at the frontier and give the Israelis a military 
advantage. 

Mrs. Bourton. I am in complete agreement with you, and with 
everybody who is considering this difficult situation, that the matter 
of cooperation is one of the most important things that could possibly 
be worked out. 

I confess | am not very optimistic about it. And I think any too 
great urge to force cooperation upon the Arabs might well start some- 
thing that would be hard to control. 

Mr. Secretary, how socialistic is the set-up in Israel? The farms 
that we saw out there are set up as purely communal, not Communist 
farms. 

The elected committee arranges the work daily for everybody. 
Nobody does as he pleases. He does as he is told. When we were 
there the children were in one area; the grown people were in another, 
andsoon. There was no money used atall. Is that being continued? 

Mr. McGuer. Yes, indeed. The kibbutzim are being expanded 
in numbers. 

Mrs. Boiron. When we left this side we understood that this was 
to be a religious movement. When we got there we inquired about 
the temples and inquired about the rabbis, and there were not any. 

We were told in words of one syllable that we should understand 
them better than that. It was purely a commercial venture. 

Mr. McGuee. That is an economic-social basis. 

Mrs. Botton. I think there has been a good deal of confusion in 
some of the minds of our cburch people in the matter. 

Mr. McGueer. You raise the question of the Israeli Government. 
Mr. Ben Gurion’s party is, I believe, roughly the equivalent of the 
Labor Party in England. I think there is a strong analogy between 
them. 

Mr. Ben Gurion’s party does not have a majority, but governs with 
a coalition. 

Mrs. Bo.tron. How much representation do the Revisionists. have 
in the Government? 

Mr. McGuees. I should know that. I do not, frankly. We will 
get the information for you. 

Mrs. Boiron. Would you do that? 

Mr. McGues. Yes. 

(The following information is supplied for the record:) 


REVISIONISTS IN THE ISRAELI GOVERNMENT 


Revisionists in the Israeli Government.—In the last general election the Heruth 
Party, successors to the Revisionists, received a total of 49,000 votes, or 11.3 
percent of the electorate and gained a total of 14 members who sit in the present 
parliament. It should be noted that new general elections will be held the last 
of this month. 
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In domestic policy the Heruth Party favors private enterprise and is generally 
classed on the extreme right. Militarily, they favor an expansion of Israel’s 
present borders and they specifically include the present state of Jordan in their 
irredentist claims. 

In the past Revisionist leaders have included in the prospective program a 
Jewish territory extending from the Mediterranean to the Euphrates. 

Mrs. Bovron. I would like to know also what is the status of the 
Revisionists? 

Mr. Vorys. What are they? 

Mrs. Botton. They are a group that came down into Palestine from 
Europe under Jabotinsky. They were really the Irgun and were 
violently against partition. Indeed, they have not accepted it and 
say they never will. They want everything from the Tigris to the 
Red Sea. 

Mr. Vorys. Will the gentlewoman yield? 

Mrs. Boiron. Yes. 

Mr. Vorys. Does the word ‘Revisionists’’ mean revision of the 
partition; is that it? 

Mrs. Bouton. I could not tell you. 

Mr. McGuee. | only know there is a group which has semi-imperial- 
ist views. It is a minority group. 

Mrs. Bouton. They are a violent group and they are a willful group 
at certain times. I have understood they have never been in the good 
graces of the Zionists over here. They were given no opportunities 
among the Zionists, and were shut off from contacts at every point. 

I have some questions on the refugees, Mr. McGhee, which I thought 
perhaps I had better hand in to you so that we might have details on 
them and not attempt to go into it in this fashion. 

Mrs. Boiron. Thank you, Mr. Chairman, for your patience. 

Chairman Ricnarps. Thank you, Mrs. Bolton. Are there any 
other questions? 

(Discussion off the record.) 

Chairman Ricuarps. Yes, but the difference is you have an area 
here that has been arrayed against the Christian area for hundreds 
and hundreds of years. So far as those people are concerned, they 
could easily shrug their shoulders and say ‘‘We have been going along 
this way for 2,000 years. We are going to go along and do the same.” 
You cannot do there what we are doing in Europe, and we are not 
doing it in Europe. 

Mr. Vorys. Could we do in that area what we are not doing for 
Europe? 

Chairman Ricuarps. No. 

Mr. Vorys. We do not have any obligation to go in there; no tra- 
dition or obligaion. 

Chairman Ricuarps. We have an obligation to protect the security 
of the United States, and that is the issue, as to whether or not we go 
there on that basis. 

Mr. Reece. Do you not think, Mr. Chairman, that the failure of 
the free countries to show a united front probably has had far-reaching 
effects in the Far East? It would seem to me as if there is a very 
considerable probability that because England and the other countries 
showed a disposition to be easy with Red China, they gave Russia a 
justifiable basis for feeling that if the Communists moved into that 
conflict, that they might split us. I have serious doubts whether the 
Communists would have ever gotten into this thing in the Far East 
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if England and India, particularly, had stood up and toed the chalk 
line. 

Chairman Ricuarps. I think you have something there. 

Mr. McGuer. Mr. Chairman, may I make a comment? I would 
like to comment on Mr. Vory’s point about conditions of aid. 

Experience in the Southeast Asian countries in the STEM programs, 
I think, has been that with countries who are so self-conscious about 
their newly won independence, you cannot exact all the conditions we 
were able to in Europe. Of course, Mr. Vorys said we did not exact 
it in Europe. 

Mr. Vorys. Will the gentleman yield? 

Mr. McGuer. Yes, sir. 

Mr. Vorys. That is certainly a dandy dilemma you bring up, that 
with regard to old countries they have such old rivalries and preju- 
dices that you cannot exact any conditions there; but for new coun- 
tries they are so self-conscious that we cannot do anything there 
either. So, therefore, all we can do is piddle our money and resources 
away and hope. 

Go ahead. 

Chairman Ricuarps. I want to state right here that this debate is 
mighty fine, and we are going to have some more of it later. 

We have a witness with us, Admiral Duncan, who came up here and 
left his ship yesterday, and left it again this morning. We would like 
to hear him. 

I do not want to string this testimony out too much. I thought 
this was winding up. We are enjoying the factual and very informa- 
tive testimony of the Secretary. 

Mr. McGuer. May I| finish this one point, Mr. Chairman? | 
believe Mr. Porter testified before your committee earlier that when 
he did not think the Greeks were complying with certain reasonable 
conditions he took away $30,000,000. In my judgment the real way 
to get cooperation from the recipient country is to put in a good admin- 
istrator and, if the conditions he thinks proper are not met, for him 
to hold up the money. 

But, to insist on elaborate conditions in advance, with new States 
that are so sensitive, would work against the objectives we seek. 

Chairman RicHarps. | would like to make the statement that Mr. 
Vorys is a Yale man. I do not know anything worse, unless it is a 
Harvard man. 

Mr. Vorys. Both Mr. McGhee and the chairman are mildly satis- 
factory witnesses on the Near East. 

Chairman Ricwarps. | think we will call upon Admiral Duncan, 
who has been before us a few times. If you have any other state- 
ments to add, Mr. Secretary, without objection that may be done. 

Mr. McGueer. Thank you, Mr. Chairman. It is a pleasure to be 
before you. 

Chairman Ricwarps. Admiral Duncan. 
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STATEMENT OF ADMIRAL DONALD B. DUNCAN, DEPUTY CHIEF 
NAVAL OPERATIONS (OPERATIONS) 


Admiral Duncan. Good morning, Mr. Chairman. 

Chairman Ricnarps. How do you do, Admiral? 

Ladies and gentlemen, the next witness is Admiral Donald B. 
Duncan, Deputy Chief of Naval Operations. 

Admiral, have you a prepared statement that you would like to 
present or read for the record? 

Admiral Duncan. Mr. Chairman, I have one that was prepared 
before Admiral Sherman left for Europe. 

Chairman Ricuarps. You are substituting for Admiral Sherman? 

Admiral Duncan. Yes. He asked me if | would present his state- 
ment to the committee, and he also asked me to say that he was 
very much disappointed about not being able to come up himself 
to be heard this week. I know the committee shares his disappoint- 
ment, because from personal observation and contact the Admiral 
probably knows more about this area that you are considering than 
any of us. 

With your permission, I will read bis statement. 

Chairman RicHarps. You may proceed. 

Admiral Duncan. I welcome this opportunity to appear before you 
and submit my estimate of the strategic importance of the Eastern 
Mediterranean and Middle East. I consider that this has a direct 
bearing on the necessity for the proposed legislation which you are 
now considering. The purpose of this legislation is “to promote the 
foreign policy and provide for the defense and general welfare of 
the United States by furnishing assistance to friendly nations in the 
interests of international security.’’ The legislation proposes a con- 
tinuance and extension of military and economic assistance to this 
area, which | strongly endorse for the double purpose of increasing 
the ability of these countries to resist internal subversion and to 
strengthen them as highly necessary allies in a possible general war. 

The creation and the maintenance of political and economic instabil- 
ity is a basic tactic of forces which oppose us. Those forces infiltrate— 
subvert, seeking to create conditions which will lead to political 
capitulation or to facile armed conquest. 

Our interests are many in the countries bordering on the eastern 
Mediterranean and in other countries close by. We have a cultural 
and moral interest in the welfare of the many millions who inhabit 
the area. We need them as our friends. 

It is to our advantage to strengthen existing bonds of friendship in 
the Middle East. These nations of the Middle East are sufficiently 
important to cause us to help improve their economic and political 
stature and strengthen their will to resist aggression. In my opinion, 
we should take all reasonable steps toward the creation and mainte- 
nance of political and economic stability in that general area. One 
essential requisite to this end continues to be the provision of that 
military equipment and technical military advice and training which 
will enable these nations to entertain a reasonable hope of successfully 
defending themselves. 

It is primarily our military interest that I wish to emphasize. The 
military importance of the Middle East has been testified to for cen- 
turies by the campaigns fought there. It has been, and is, the scene 
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of great political and economic pressures. It is the gateway to the 
riches of Southern Asia by land and by sea and the connecting link 
between east and west. I regard the strategic importance of the 
eastern Mediterranean and Middle East as comparable to that of the 
North Atlantic Treaty area itself, as related to efforts to resist world- 
wide Communist encroachment. In that area lie tremendous oil 
resources which the free world requires now for its greatly expanded 
rearmament effort, and which would be essential for the effective 
prosecution of a general war. Conversely, these oil resources would 
be a tremendous asset to the Communists in waging a prolonged 
general conflict. 

In addition to these large resources of oil, the area possesses a high 
degree of strategic importance because of its geographical situation. 
This area involves three continents and controls critical land, sea, and 
air communications. If war should come, the free nations must be 
able to control these communications and deny them to the enemy. 

Today, we plan to defend Western Europe in case of attack. The 
practicability of execution of such plans is increasing each day as the 
free nations augment their total military potential. As our strength 
and that of our allies in Western Europe increases, it becomes more 
practicable to plan for a defense of the Middle East ‘which will i insure, 
as a minimum, a continuous flow of oil to the Western World from 
that area and a denial of this resource to those hostile to us. 

The critical sea communications of the eastern Mediterranean and 
Middle East extend westward through the Mediterranean to Western 
Europe and the Atlantic Ocean, and from the Turkish Straits and 
Southeastern Europe to Suez. Friendly control of the Turkish 
Straits would be an important factor toward insuring the continued 
use of the Mediterranean as a principal highway for allied combatant 
forces and commerce. As long as enemy naval forces cannot exit 
from the Black Sea, they cannot be effectively employed in the Medi- 
terranean, nor can they render logistic support to such enemy land 
and air forces as might reach the shores of the Mediterranean. Re- 
tention of control of the Turkish Straits by our allies would be a great 
contribution to the security of General Eisenhower’s southern flank. 

I believe that the importance of safeguarding the Suez Canal is so 
obvious that I would not be justified in taking the time of this com- 
mittee with further discussion. 

The internal and external security of each of the nations of this 
area is critically important to the security of the Western World. 

I believe that it is clear that a strong and resolute Turkey, ready 
and able to resist encroachments upon its sovereignty, is the key to 
a successful defense both of the Middle East and of the Mediterranean. 
The security of Greece is essential to the security of the Mediter- 
ranean and hence of north Africa. Both the Turks and the Greeks 
have proven themselves battle-worthy allies in Korea. 

In Iran recent events indicate the dangers which face us in certain 
of these nations. Due to the unsettled and unstable conditions which 
prevail, and to the shifting external pressures which may be applied, I 
consider that our plans for ‘aid to this area should permit administrative 
flexibility to meet the situation of the moment. Should the probable 
enemy gain control of Iran, the security of Turkey would be jeopard- 
ized, the defense of the vital straits area would be cadena and 
even the Saudi Arabian oil fields would be placed in jeopardy. We 
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should continue our aid to Iran in order to encourage that country 
to resist subversion and to develop forces for its defense. ; 

Behind the Turkish-Iranian barrier lie the Arab States and Israel. 
Through them flow a considerable part of the. oil which is essential to 
Europe. There are base areas required for protection of essential sea 
and air communications, and for support of combat operations to 
the north. 

The administration proposals regarding authorizations of funds for 
the countries of the area are set forth under title IT of the legislation 
you are considering. The funds requested for military assistance to 
Greece, Turkey, and Iran are set forth under section 201. In order 
to give the desired administrative flexibility, which I referred to 
previously, it will be noted that section 202 would authorize the 
President to use not more than 10 percent of the funds to be authorized 
under section 201 for the purpose of granting military assistance to 
any other country of the Near East area. While these funds are not 
large, they will provide for essential training and much useful equip- 
ment. I recommend that the committee approve the proposals set 
forth under these two sections as measures necessary for the imple- 
mentation of our national policy of furnishing assistance to friendly 
nations for increasing our collective security. 

Under Public Law 329, Eighty-first Congress, and its amendments, 
over a quarter of a million measurement tons of military supplies 
and equipment have been shipped by the United States to Greece, 
Turkey, and Iran for the purpose of reequipping and modernizing 
their military forces. In addition, a number of badly needed com- 
batant ships and aircraft have been provided and more are in the 
process of preparation for delivery. United States military personnel 
are maintained in the military assistance advisory groups stationed 
in these countries, to assist in training and in the proper use and 
ma‘ntenance of this equipment. As of the Ist of May, 2,285 military 
students from title II] countries have been trained or are in training 
in United States service schools both in the United States and abroad. 

In my opinion, these deliveries of equipment and this provision 
of training advice should be continued. I believe that this has been 
and will continue to be an essential contribution to the military 
security of this area and to that of the Western World. 

Mr. Chairman, there are present other representatives and tech- 
nical experts in this program who are availabl» for detailed questioning. 
I myself will be glad to try to answer any of the questions that you or 
the members of your committee may have. 

Chairman Ricnarps. Thank you very much, Admiral. 

Will vou state for the record why Admiral Sherman could not be 
here? 

Admiral Duncan. Admiral Sherman is on a trip of about a week’s 
duration to the European theater. I believe today he is in Naples 
for conferences with Admiral Carney. He has visited, as you know, 
in Spain and Paris and London. 

Chairman RicHarps. I will say for the information of the com- 
mittee and the witness that we will proceed first under the 5-minute 
rule. Then we will have a period of unlimited questioning. 

In my 5 minutes, I do not know who the man is responsible for 
handling this breakdown, but I would like to have a breakdown of 
the military students under title 1]—that is, the 2,285 students who 
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have been trained, or are now trained in the United States service 
schools. 

Admiral Duncan. By countries? 

Chairman Ricuarps. By countries. Can you give that now, please? 

While that is being looked up, Admiral, what do you think about 
the importance of Spain in this program from a naval and military 
standpoint? 

Admiral Duncan. From the military standpoint, I feel, and I think 
that view is generally shared by the military, that Spain is an impor- 
tant part of our picture of the defense of Europe. We favor the 
inclusion of Spain and association of Spain with the other countries 
who are involved in that effort. I think that is the general view. 

It is important. It sticks out into the middle of the Atlantic area. 
It overlooks the gateway to the Mediterranean and is an important 
factor in the antisubmarine warfare. The necessity for that develops 
both in the Atlantic and in the Mediterranean. 

Chairman Ricuarps, You said Spain was very important in the 
defense picture of Europe. Would you also say it was important with 
regard to North Africa and the Near East? 

Admiral Duncan. Yes, sir. That is all a part of the general pic- 
ture. We try to look on these things with a rather global view. 

Chairman Ricrarps. Have yeu that breakdown, sir? 

General Scorr. Yes; I have 

Chairman Ricrarps. Will you please read it? 

General Scorr. It is rather detailed. Do you want to read it into 
the record? 

Chairman Ricnarps. How mapy countries are involved? 

General Scorr. Greece, Turkey, and Lran. Three, Mr. Chairman 

Chairman Ricrarps. Will you read that for the record? 

General Scorr. This is for the 1950-51 program and the proposal 
for the 1952 progiam. 

Chairman Ricuarps. All right. 

General Scorr. They are broken down between the zone of interior 
and overseas. 

Chairman Ricuarps. I want to know just how many are in training 

(Discussion off the record.) 

Chairman Ricuarps. Will you furnish a statement for the record 
showing the further breakdown as to Air Force, and so forth? 

General Scorr. I will do that. 

(The material requested has been furnished for the executive session 
record.) 

Chairman Ricuarps. Mr. Vorys. 

Mr. Vorys. Admiral, there was a sentence you omitted from your 
statement that was contained in the one handed out. We are very 
happy to have you omit from your statement or shorten your state- 
ment, but I iust wanted to read this and see whether it was omitted 
for brevity purposes or whether it is not so? 

In addition, this area, under allied control, would provide the bases for otten- 
sive operations by which we could strike directly and quickly at the heart of the 
enemy. 

Admiral Duncan. That was omitted because of this reason. This, 
I believe, should be off the record, Mr. Chairman. 

Chairman Ricwarps. Off the record. 

(Discussion off the record.) 
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Admiral Duncan. Incidentally, I should have said this statement of 
Admiral Sherman’s was left to me in a completed, but not edited form, 
and I took a few liberties with it myself yesterday. I think as printed 
by your committee it will appear in the form that I read. 

Mr. Vorys. As you just gave it. 

Admiral Duncan. Yes, sir. 

Mr. Vorys. But the part of this area which would provide bases 
in Greece, Turkey, and Iran? 

Admiral Duncan. Yes, sir; and possibly other areas in the Near 
East and Middle East. I am just speaking generally of the whole area. 

Mr. Vorys. What I was wondering was of this 10 percent part, 
which countries would you contemplate might get any of this in the 
next year? 

Admiral Duncan. Well, of course, that is dependent to some ex- 
tent on the plans which are made by a Middle East command when 
that is set up. That would be a part of his operational plan as to 
where he puts his bases for defensive operations. 

This is off the record. 

(Discussion off the record.) 

Chairman Ricuarps. The gentleman’s time has expired. Mr. Hays. 

Mr. Hays. I would like to ask Mr. Vorys on what page was that 
deletion? 

Mr. Vorys. Page 3. 

Mr. Hays. Beginning with what? 

Mr. Vorys. The next to the last paragraph in the last sentence. 

Mr. Hays. That is all. Thank you. 

Chairman Ricuarps. Mrs. Bolton. 

Mrs. Boutron. Off the record for a minute. 

(Discussion off the record.) 

Chairman Ricuarps. The gentlewoman’s time has expired. 

Mrs. Boutron. Off the record. 

(Discussion off the record.) 

Chairman Ricuarps. Mr. Lanham. 

Mr. Lanuam. As a Harvard man, I ‘‘relents’’ as Andy would say, 
your comparison between the men of Yale and Harvard. Because I 
am a freshman on this committee I would not be capable of asking 
very many intelligent questions, so I am going to pass for this time. 

Chairman Ricwarps. You stick around here a few weeks, Mr. 
Lanham, and you will be fully informed. 

Mr. Reece. Do you think he ought to be an expert in 2 weeks? 

Chairman Ricuarps. I do not know. It might take three. How- 
ever, I do know the gentleman’s facility for absorbing a lot of material 
in his work up here on the Hill. Iam sure he is going to be above the 
average in that respect. I have known him for many years, and he is 
a hard worker and, even though a Harvard man, very intelligent. 

Mr. Merrow. 

Mr. Merrow. I pass. 

Chairman Ricuarps. Mr. Reece. 

Mr. Reece. In your statement you referred to the strategic impor- 
tance of this Middle East area and made reference to Turkey and Iran. 
It is of equal strategic importance to the Western European countries 
as. to ourselves. 

Admiral Duncan. That is right. 
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Mr. Reece. As you indicated, we are all in this situation together, 
and the responsibility of one is the responsibility of the other. I know 
it is discouraging when we see a situation come about where they do 
not recognize that equal responsibility. 

As Mrs. Bolton said a while ago with reference to our furnishing 
arms, it 1s not only important what happens when an outbreak occurs, 
but it is equally important during the choosing-up time. 

Does the feeling prevail that if there is pressure from communist 
sources, though exerted internally, but probably inspired from the out- 
side, in Iran, “that the Shah would ask for volunteer assistance from 
troops that might be available on some inoffensive basis, so as to 
enable him to resist the overthrow of his government? What is the 
feeling on that? 

Admiral Duncan. I cannot say what would develop in that case, 
Mr. Reece, or whether the Shah would be inclined to ask for outside 
assistance. Those people have, from my limited observation, ways of 
settling their problems among ‘themselves. I do not know whether 

they would ask for forces to come in there or not. 

I believe British forces have been moved around in that area, and 
could be moved in quickly in case he asked for it to be done. I do not 
think that would be a decision that would have to be approved by all 
of the countries associated with Great Britain. 

Mr. Reece. Based on your information you think it is more im- 
portant that we maintain a stable government and have access to the 
oil by the free nations than it is to jeopardize our relationship over 
there by seeing to it that the contract between the British and Iran be 
maintained, that is, between Iran and the Anglo-Iranian Oil Co.? 

Admiral Duncan. Of course, I am a little out of my field in answer- 
ing the question. 

Mr. Reece. You heard the question I asked yesterday on that line. 

Admiral Duncan. You had the Assistant Secretary of State here 
for that, but for my money that would be a very fair statement. 

Mr. Reece. That is all, Mr. Chairman. 

Mr. Merrow. Mr. Chairman. 

Chairman Ricuarps. Mr. Merrow. 

Mr. Merrow. If vou have already answered or commented on 
this point, Admiral, I will get it from the record. Would you com- 
ment on how effective you think the Iranian fighting force might be 
in the event that there were an attempt to move in from the outside 
by a hostile power? 

Admiral Duncan. I do not think there is any question but what 
they would have to have help. They have come quite a long way in 
setting up their military forces ; but, when you compare them with 
what might come in there, of course, it is a very small effort indeed. 

Mr. Merrow. It would be very difficult for them to hold for any 
length of time, I suppose? 

Admiral Duncan. By themselves it would. 

Mr. Merrow. Thank you. That is all. 

Chairman Ricuarps. Are there any other questions? 

Mr. Vorys. Yes. 

‘Cnairman Ricuarps. Mr. Vorys. 

Mr. Vorys. Admiral, as I understood it you said there was a 
possibility that if we had a Mediterranean command and they had a 
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lan and they had the authority, we might have small arms and 

ases in the Arab countries? 

Admiral Duncan. No. My reference to small arms was in con- 
nection with the money which is proposed in this bill for use at the 
discretion of the President for Israel and the Arab States. As | 
understand it, if that were enacted we would utilize that money for 
the provision of small arms and light equipment, as well as the advice, 
and training, and so forth. As to the matter of bases——— 

Mr. Vorys. I did not mean bases. You said training? 

Admiral Duncan. Training. 

Mr. Vorys. That is what I want to get clear. You think some of 
this 10 percent of transfer might involve giving specifically, we will 
say, small arms to Israel, Jordan, and Syria, who have been at each 
other’s throat? 

Admiral Duncan. I think that would be involved. I think that is 
the plan. Perhaps General Scott and his assistants could give you 
more details about that. Of course, you mention their being at each 
other’s throat. That is true. It is whose throat who gets ahold of, 
I guess, and it has been so a long time. But that getting at each 
other’s throat is not confined to them alone. 

However, the use of the equipment, and the use of the arms that 
are furnished to them, not only by us but by others as well, is all done 
subject to agreement and a full interchange of information between 
ourselves and, I believe, the French and the British. 

In addition to the teras of the ara istice over there we have sone 
surveillance over those people. We have a United Nations party 
who is over there keeping an eye on it from their standpoint. To 
use the arms against each other, which are furnished for other pur- 
poses, would be a contravention of a great » any very in portant and 
solern agreements which we think are sufficient to prevent sow ething 
like that from happening. 

Again I defer to Mr. McGhee on that in that opinion. 

Mr. Vorys. That is all, Mr. Chairman. 

Chairman RicHarps. Are there any other questions? 

(No response.) 

Chairman RicHarps. Adv iral, we appreciate your coming up very 
much. 

Adriral Duncan. Thank you very ruch. 

Chairman Ricuarps. I hope you will come up and see us again. 
The committee stands adjourned until 10 o’clock Monday morning 
next. 

(Whereupon, at 11:55 a.™., the comn ittee adjourned until 10 a.m. 
Monday, July 23, 1951.) 
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MONDAY, JULY 23, 1951 


House or REPRESENTATIVES, 
ComMITTEE ON ForetGn AFrairs, 
Washington, D. C. 

The committee met in the House Foreign Affairs Committee room, 
the Capitol, at 10 a. m., Hon. Mike Mansfield (acting chairman) 
presiding. 

Mr. MaNsrFie_p (presiding). The committee will come to order. 
We have with us today Gen. William H. Arnold, Director, Joint 
American Military Mission for Assistance to Turkey, and Gen. 
Reuben Jenkins, former Chief of Joint United States Mission for 
Assistance to Greece. 

General Arnold, will you and General Jenkins take these two seats? 

General Arnold, if you will proceed with your statement, then I 
think we ought to hear General Jenkins afterwards, then let the 
witnesses be prepared to answer the questions of the committee. 

Proceed in your own way, General. 


STATEMENT OF GEN. WILLIAM H. ARNOLD, DIRECTOR, JOINT 
AMERICAN MILITARY MISSION FOR ASSISTANCE TO TURKEY 


General Arnotp. Mr. Chairman, I am honored to appear before 
your committee and to give you first-hand information pertaining to 
the status of the Military Assistance Aid Program in Turkey. 

Iam Maj. Gen. William H. Arnold, United States Army and I have 
been Chief of the Joint Military Mission for Aid to Turkey for the 
past year. 

Ambassador Wadsworth, who is Chief of the Aid Mission to Turkey, 
and I collaborated in preparation of the statement which has already 
been submitted to the committee. I shall review this in your presence 
‘n order that you will have the opportunity to question me on any 
uspects of the subjects covered. 

Our task has been and is to cooperate with the Turk defense estab- 
lishment in its unflagging major effort to modernize and thereby to 
strengthen the Turkish armed forces—this to two primary ends: 
First, deterring aggression; and, second, if there be aggression, effec- 
tive defense. 

Our program has had and still has two major facets: equipment and 
training. In 4 years we have delivered substantial amounts of mili- 
tary equipment, from tanks, guns, aircraft, and submarines to medical 
suoplies, radar, and jeeps. 

And we have trained, directly, in newly organized Army, Navy 
and Air Force schools, over 25,000 officers and men in the use of that 
equipment. 
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Those trainees, too, have in turn passed on their new learning to 
many other thousands. In the equipment field, our motto has been 
“prompt delivery of those items which Turks can put to effective 
use’’; in the training field, ‘teach Turks to teach other Turks.” 

The net result of this twofold program is that American military aid 
to Turkey has made a major balanced contribution toward moderniz- 
ing and, consequently, materially strengthening the Turkish armed 
forces. 

The prospect for the future is bright. There is no let-up in Turkish 
effort. Every million dollars spent in fiscal year 1952 will bring greater 
return, greater progress toward common-interest Turk-American 
objectives, than similar expenditures during earlier years. The 
program is, in short, dynamically productive. And our military 
mission is well organized for its important task. 

Several Members of the Congress and representatives of the 
executive branch of the Government have visited Turkey during 
the past year. They have swelled the growing ranks of Americans 
who understand the strength that Turkey is capable of producing 
as an effective ally of western democracy. 

Turkey, hard core of the old Ottoman Empire, is a relatively poor 
country. It is slightly larger than Texas. This year’s census puts 
its population at 21,000,000. It is united, and its people are as one 
in their opposition both to the communistic infiltration and threat of 
Soviet domination. 

Their determination to resist aggression is best illustrated by their 
own exertions. During the past several years, despite pressing need 
and desire for social improvements and economic development, the 
Turkish Government has consistently expended from 30 to 40 percent 
of its state budget for defense purposes. 

This has been done to hold Turkey for the Turks and with no idea 
of external aggression. Although subjected to continuous and, at 
times, vicious Soviet pressures and propaganda, the Turks have not 
faltered or weakened in their spirit and determination. In fact, this 
solidarity of purpose against Soviet designs has increased, despite the 
fact that Turkey occupies a uniquely exposed position vis-a-vis the 
Soviets and their satellites. It has extensive common boundaries 
with the U.S. S. R. and Soviet-dominated Bulgaria. 

Turkey has, too, by repeated actions, demonstrated her alinement 
with the principles of the United Nations and her friendship with the 
United States. The Turk contingent in Korea has again demonstrated 
dramatically the historic fighting ability of the race. Turkish repre- 
sentatives in the United Nations have consistently supported the 
principle of collective security. There has been no exception to their 
cooperation with the United States in the present world crisis. 

I submit that these actions make the Turks conspicuously deserving 
of continued material, moral, and technical American assistance and 
support. 

A sizable portion of ECA economic aid for fiscal vear 1951 has been 
allotted to the support of projects contributing pointedly to the 
Turkish military effort and for which no provision has or can be made 
in the Turkish state budget without sacrifice of other more pressing 
current needs. 

The amount, expressed as percentage of total military aid for end 
item equipment, is relatively small, but it serves a vital need which 
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coukl not otherwise be done. This action, too, I submit, points the 
increasing interrelationship of military and economic aid. The latter, 
I feel strongly, should be continued in the fiscal year 1952, because 
acceleration of the projects thus begun is vital to effective military 
preparedness. 

The additional military equipment and materials and other items 
requested for the Turk armed forces in our over-all program have been 
carefully selected on the basis of minimum essential needs in order 
that Turkey can continue to present a major deterrent and obstacle 
to Soviet aggressive designs. There can be few, if any, other foreign 
positions of strength where wise expenditure of the American tax- 
payer’s dollars can create so worthwhile a measure of security for the 
free world. 

One point of general import I wish to add, though it may be self- 
evident. Those of us working with the Turks are ever mindful of 
the need for strength in Turkey and for strength in the United States. 
Within those premises, our recommendations reflect our best con- 
sidered judgment. 

As to the specific programs submitted by three service groups of 
Joint American Military Mission on Aid to Turkey for fiscal year 
1952, we have assured ourselves that they are carefully pointed 
toward further implementation of long-range objectives in this area. 
On the country plane, they are designed, among other things, to assist 
Turkey in developing: 

1. Better trained Army units, notably through intensified general 
training and the use of joint Turk-American fie Id inspection-training 
teams. 

2. Improved military transport, notably through adequate major 
item replacement and spare-parts system in the automotive mainte- 
nance field. 

Increased ability of the manufacture of small arms ammunition, 
thus contributing toward the eventual standardization of small arms 
in Turkey and, at the same time, lessening the burden on the United 
States for the supply of ammunition therefor. 

4. A strengthened Navy, notably through continued training 
courses and the supply of a submarine tender for its important sub- 
marine force and minimum adequate number of converted LS boats 
for antisubmarine patrol of critical areas. 

5. A strengthened air force, notably through the supply of jet 
aircraft in consonance with prior and planned future programs of 
supply and training. 

Gentlemen, I want to reiterate that I feel after working with the 
Turks for 1 year that Turkey is a very great point of strength. It is 
by far the greatest point of strength in the Middle East. 

The Turk cooperates. The Turk regards the United States as his 
friend, He feels that there is an understanding that has developed 
between the two nations. 

He is proud of that. The Turkish armed forces are relatively large 
for a population of 21,000,000. 

Mr. MansrFie_p (presiding). You may go off the record. 

(Discussion off the record.) 

Mr. Merrow. Would you be willing to comment on how the total 
military assistance figure was arrived at, also, as to the equipment that 
we propose to give under it? 
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General ARNOLD. We keep under constant study in my headquarters 
the over-all needs of the Turkish forces within the approved program, 
that is, how far we have initally decided to go. 

Each year certain things are produced or procured to fill up the 
gaps. Again, each year when we start planning for this, for fiscal 
year 1953 for example, we have to take somewhat of an arbitrary 
ceiling or figure on our own part, knowing it would be rather stupid 
for us to come in and ask you for $4 billion for Turkey. We would not 
work it that way. 

We try to get it to a figure that we feel is within reason. We get 
guidance from the Department here. We draw up a program in order 
or priority that fills in the gaps, or if something new is added we have 
to explain in great detail why that is essential. 

Mr. Gorpon (presiding). Off the record. 

(Discussion off the record.) 

Mr. Vorys. I understand that at the border there is a space 100 
vards wide where it is kept covered with sand. They patrol it in the 
daytime but at night they have sand so they can see footprints. 

They tell me that if there are footmarks showing that someone 
came into Turkey—the tribesmen who live there know everybody 
else—they pick them up and ship them back on the back of the train 
that goes back, I think, once a day. But they are no longer alive 
when they return them to Russia. Can you tell us about that? 

General ArNoLp. I do not know about the particular instance 
you speak about. But I know that the Russian border on the eastern 
part of Turkey is ploughed and raked and that there are watch towers 
about every 100 vards. 

Every time I or any of my people go up near the border there is a 
rushing to telephones and a rushing all over. I know they check for 
the footprints you are talking about as to the crossing of the frontier. 

Mr. Vorys. This is off the record. 

(Discussion off the record.) 

Mr. Gorpon (presiding). Proceed, General. 

Mr. Vorys. I wondered if that description of the Turkish pay was 
in the record. 

General ArNnoxp. I would like to repeat that, 

Mr. Vorys. I would hope it would be, about their pay, uniforms, 
and the rest of it. 

General ARNoLp. | can give you a brief synopsis of that. I should 
state first that the Turkish Army is a conscript army. Every Turk 
by law is required to serve 2 years in the armed services, regardless of 
his status in life. So the rich man’s son and the poor man’s son serve 

side by side and sleep on the ground. There is no difference. 

The pay is really nothing in the world but a token. It is 65 piastres, 
which translated to our money is about 21 cents for 1 month. They 
are furnished one uniform at a time, one summer uniform in the summer 
and one winter uniform in the winter, and one overcoat. 

If the clothing is torn or becomes shabby, it is up to the individual 
himself to put the patches on and make the repairs and do his own 
laundry and everything of that general nature. 

There is no help from the Government in that whatsoever. In 
other words, it is obligatory on the part of a Turkish citizen to serve 
his country for 2 years at his own expense, practically. 

There is no complaint, no objection whatever. Everyone does it. It 
has been done that way for600 years. When youreach the age of 18 you 
serve in the army for 2 years. It isa hard life but it makes good soldiers. 
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Mr. Vorys. You say the budget would be about $125 million? 

General ARNOLD. Yes, sir. You see, the whole Turkish budget 
would be less than $500 million for the whole country, everything. 

There is 34 percent this year for the military of the about $500 
million. That is about $150 million or $160 million. 

Mr. Vorys. Is the number of divisions they have an off-the-record 
figure? 

General ARNOLD. It should be, sir. Although it has been published, 
I would not like to have it appear in the Congressional Record. 

Mr. Vorys. We have to present this to the House, General—— 

General Arno p. I will withdraw that. I have no objection to 
stating the number of divisions. It is 19. 

Mr. Vorys. Let me ask somebody this: Is the military amount that 
goes to Turkey going to be secret? Does anybody know about that? 

Mr. Vorys. For $125 million, plus our aid, 19 divisions are trained 
and ready? 

General ARNoLp. That is right. They are getting better all the 
time. 

Mr. Vorys. That is about the best bargain we have in this whole 
plan that I know of. 

General ArNotp. There is no question in my mind, and I want to 
repeat it again, that for your dollar investment you are getting more 
for your dollar in Turkey than in any other place, although my good 
friend General Jenkins may disagree with me. 

I know dollar for dollar you are getting more in Turkey than you 
are any place else in the world. 

Mr. Vorys. At this point could we ask General Scott what it costs 
to put an American division overseas? 

General Scorr. You are asking the equipment costs or the main- 
tenance cost of a division overseas? 

Mr. Vorys. If you say “costs,” 
the whole works. 

(Discussion off the record.) 

General Scorr. I want to correct that figure. 

Mr. Vorys. I thought it was a lot more than that. 

General Scorr. It may be more than that. 

General ARNoLD. We can get the figures. 

(Discussion off the record.) 

Mr. Vorys. I was thinking that the figure had jumped from $5,000 
to $10,000 a year per soldier in a division, and that that was the basis 
they were working on our own budget. 

Could you get that figure for us and put it in here? 

General Scorr. As I understand it, you want the per capita cost 
for a soldier in an infantry division, for his maintenance, for his 
armament, for a year? 

Mr. Vorys. Per capita and cost per division. That is a figure that 
is going to be quite significant in comparison. 

(Discussion off the record.) 

There is one other item I want to acquaint the committee with, 
and it will be off the record. 

(Discussion off the record.) 

Mrs. Botton. Are we on the 5-minute rule? 

Mr. Gorpon (presiding). I guess we were just carrying on. 

Mrs. Bouton. I suggest we go on the 5-minute rule. 


that is equipment, maintenance, 
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Mr. Gorpon (presiding). We may start on the 5-minute rule at 
this time. Dr. Eaton. 

Mr. Eaton. I have no questions. 

Mr. Gorpon (presiding). Mr. Carnahan. 

Mr. Carnanan. General, in your statement you say that Turkey 
is a relatively poor country. I am wondering if they can develop 
their economy to the point where they can eventually support these 
19 divisions? 

General ArNotp. No, sir; to be perfectly frank about it, sir, not 
in the foreseeable future, I would say. There are resources in Turkey 
of great moment. There is copper, iron, coal. There is chrome. 
There are tremendous resources. It is an agricultural country, sir. 
Its principal export will always be agricultural exports, wheat. 

When I say “poor,” it is undeveloped. They still use the wooden 
plow. Although there have been several millions of dollars spent on 
roads in the past 3 years, it is still very primitive. There are many 
areas in Turkey in which there is no way that you can get into them. 

(Discussion off the record.) 

General ARNOLD. They have made great strides in the last 28 years; 
28 vears ago the city of Ankara was a little village on a hill. Now it is 
a city of 280,000, everything having been built since Ataturk, a 
modern city. 

Twenty-eight years ago the people wore fezzes; 28 years ago the 
women wore veils on their faces; there was a sketchy educational 
system. Now there is a fine university; there are hospitals and 
schools practically in every village. I would say that probably their 
degree of literacy has been raised from 15 percent to 35 or 40 percent. 

They are making tremendous strides, and on their own. This has 
been accomplished mostly by Turkey lifting itself up by its own 
bootstraps. 

Mr. Carnanan. They have raised their standard of living? 

General ARNOLD. It is raised, but it will take a long time before it 
becomes satisfactory, sir. 

Mr. CarnaHan. Do you mean to imply that perhaps economic aid 
to Turkey may be a rather disheartening procedure? 

General ArNo.Lp. No, sir. I do not think it is disheartening at all. 
I think the vision of the people who started this thing still exists. 
It is not, however, with the drive that Ataturk had, because you 
probably only have one Ataturk in 300 years. 

There is the desire to become associated with the west; there is 
the desire to be spoken of not as Asiatics but as people of the west, a 
democracy. It is a burning desire in the Turkish heart. 

Mr. Carnanan. Then I wonder if I got the impression that if 
Turkey remains strong militarily we are going to have to carry a right 
sizable part of the cost? 

General ARNOLD. Yes, sir; but you would not have to carry as large 
an amount as is currently budgeted. Asa matter of fact, I think if this 
amount is appropriated now, and an equal amount approximately were 
appropriated for 1953, you could very definitely see a lessening cost 
because the modernization program would have been practically 
completed, and then it would be a question of maintenance and 
replacement of the worn-out items, which would not be as expensive. 

Mr. Carnawan. You do feel that the Turk can get in position to 
maintain this force, or largely maintain this force, after it is once well- 
established? 
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General ARNOLD. Not a force of 19 divisions; no, sir. I would like 
to qualify that, sir. They could do that at the sacrifice of other things 
that are so essential. 

In other words, you cannot always put everything in the military 
and ever hope to get what we would like to have as a balanced proposi- 
tion. ‘They could do that if they keep on taking away from what they 
should do in the way of schools, hospitals, and things like that. 

I do not think that is the way to work the proposition. I think you 
have to have a balanced economy. You want a Turkey which is not 
only a strong military power but one in which there is a gradual im- 
provement in the standard of living and education of the people. 

Mr. Carnanan. You do not believe you can build up the military 
force and maintain it unless you have an economy that will support it, 
unless the extra money is supplied from external sources? 

General ArNoup. That is mght. 

Mr. Carnanwan. That is all, Mr. Gordon. 

Mr. Gorpon (presiding). Mr. Vorys. 

Mr. Vorys. I guess that I have had mine. 

Mr. Gorpon (presiding). Mrs. Bolton. 

Mrs. Bouron. We are glad to have you with us, General. How 
long have you been associated with the Turks? 

General ARNOLD. One year. 

Mrs. Boiron. I am so interested in your enthusiasm, which I 
share completely although I have only been there twice for a short 
time, but it was a very exciting experience. There is a school outside 
of Ankara—I do not remember the name of it--where they have 
developed their own houses and the girls and boys go back to their 
own villages and build their own houses, and so on? 

Mr. Mundt was very much interested in it believing it was some- 
thing that could be used for our American Indians. 

You spoke of their having built a great many roads. There were 
few in 1945. 

General ArNotp. None to speak of. 

Mrs. Bouron. Kemal Pasha Ataturk had the idea that he only 
wanted one road. That has gone out of their thinking, has it not? 

General Arnoip. The idea was to prevent an invasion. It used 
to take 18 hours to drive from Istanbul to Ankara, with 18 punctures 
and a broken axle or two; you can go there now in 8 hours. 

Mrs. Bo.tron. I will have to go back and look at it. To me the 
Turks are very wonderful people. J have known some of their 
women for many years; several having come to take nursing training. 

Possibly I should ask this of Secretary McGhee. So little in your 
testimony has been about the economic phase of the program. It 
seems to me that what we really are doing for Turkey is largely mili- 
tary although such matters as the roads, plows and such are in the 
economic field. If we are doing what we can in their teaching pro- 
grams, should that not be put to us in the bill as military assistance? 


STATEMENT OF HON. GEORGE C. McGHEE, ASSISTANT SECRETARY 
OF STATE FOR NEAR EASTERN, SOUTH ASIAN, AND AFRICAN 
AFFAIRS 


Mr. McGuee. Our presentation to you has dealt only with military 
assistance. The economic presentation was made by Mr. Porter for 
ECA. I think the figures themselves bear out what you say. 
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(Discussion off the record.) 

Mrs. Bouton. I have been unable to find anything which puts the 
emphasis on the military aid and am a little confused. 

Mr. McGuer. Admiral Duncan stated a little on that. 

Mrs. Boron. It has been so piecemeal, Mr. Secretary. I am in 
sympathy with doing everything we can militarily. I also agree with 
Mr. Carnahan that there must be something to back it up, to give the 
people a sense of improved living conditions. 

The Turkish people have long accepted a very high percentage of 
tax, and everything else in proportion, to protect themselves from 
the Russians vealed of what it costs. 

General ARNoLp. That is correct. Off the record. 

Mr. Gorpvon (presiding). Off the record. 

(Discussion off the record.) 

Mr. Gorpon (presiding). Mr. Battle. 

Mr. Barrie. General Arnold, it is good to see you, sir. You 
helped to entertain a small group from this committee, including 
myself, last fall. We were able to learn a great deal in a short period 
of time due to your able assistance, and the assistance of Mr. Wads- 
— and our other representatives in Turkey. We appreciated it a 
ot. 

If I remember correctly, you were telling me about the Turkish 
soldiers on maneuvers up on the Russian border who were staying in 
barracks without heat; am I correct in that? I was trying to recollect 
some of our conversation. 

I was very much impressed with the determination, as you pointed 
out here today, of the Turks to defend their own country and to fight 
anywhere and everywhere necessary for self-preservation. 

Do you remember telling me about the Turks being on maneuvers 
up on the Russian border living in barracks without any heat? 

. General ARNOLD. Heat, sir? 

Mr. Barrie. Yes. 

General ARNOLD. That is correct, sir. They have no way of heating 
except by picking up small sticks, and what have you. 

Mr. Barrie. How cold does it get up there? 

General ARNOLD. Twenty below, sir. That was one reason that in 
the Army program this year I had requested 50,000 sets of winter 
clothing, because in World War I 30,000 Turks froze to death fighting 
the Russians in that same area: 

Mr. Barrie. I remember you were talking about the possibility 
of some economic aid going for sox and clothes for the soldiers. 

General ARNoLD. We have pretty well solved those problems now. 

Mr. Barrie. I also remember you telling me something about the 
way the Turkish Army was recruited and trained and then turned loose 
every year or two. That was a big problem 

General ArNo.Lp. Corrections are being made on that. A law has 
been passed which makes induction operative twice a year, which 
means that only one-fourth go out at one time, instead of half of them. 

It is hoped that three inductions a year will be possible very shortly 
with another law, which will give smaller numbers of groups so that 
the units will not evaporate so often. 

Inductions can be phased in different areas. Group centers are 
being started and can send recruits out so that units are always in a 
combat-ready position. We are working on that now. 
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Mr. Barrie. I remember about a year ago we had some exchange 
students over here, and I had lunch with some of them. I happened 
to be sitting by a Turkish boy who seemed about 18 or 19 years old. 
He kept quizzing me about the Marshall plan. Finally when I was 
telling him about the altruistic motives behind it, he asked if the 
main reason for the Marshall plan was stopping Russia. 

He then made a statement to the effect that Russia would not 
take Turkey as long as there was a man alive. After I visited there 
I understood that spirit better. I think they have more determination 
than any foreign country I have seen. Turkey seems to be an ally 
we can really count on. Thank you very much. 

Mr. Gorpon (presiding). Mr. Smith. 

Mr. Sarru. I will pass for the time being. 

Mr. Gorpon (presiding). Mr. Lanham. 

Mr. Lanuam. No questions. 

Mr. Gorpon (presiding). Mr. Merrow. Mr. Mansfield. 

Mr. MansriEvp. General, it is my understanding that the Turks 
are first-rate in their intelligence service, perhaps having one of the 
best intelligence services in the world, is that correct? 

General ArNoLp. The best intelligence service in the world? 

Mr. MansrFiEtp. One of the. best intelligence services in the world. 

General ArNovp. Sir, I would not know about that. They have 
never brought me much into their intelligence picture. I have ng 
knowledge of that. 

Mr. Mansrievp. The question I was driving at—if you can answer 
it it should be off the record—is this—— 

Mr. Gorpvon (presiding). Off the record. 

(Discussion off the record.) 

Mr. Gorpon (presiding). Are there any further questions? 

Mrs. Botron. Sometime ago we were told that the Turks could hold 
about 2 months if Russia began to move in. Has that been increased 
considerably? 

(Discussion off the record.) 

Mr. Sairu. Is there any Black Sea activity, any pressure down to- 
ward Istanbul and the Straits? 

General ArNoup. Off the record. 

Mr. Gorvon (presiding). This will be off the record. 

(Discussion off the record.) 

Mr. Eaton. What is the present population of Turkey? 

General ArnoLp. Twenty-one million people. 

Mr. MansFiep. I have one more question. Is the Turkish brigade 
in Korea a good cross section of the Turkish Army, or is it an elite 
brigade? 

General Arnotp. The Turks that went to Korea were not an elite 
brigade. The soldiers that went to Korea were conscript soldiers. 
The officers and noncommissioned officers were volunteers. That is 
all. That was the only situation. They were picked out as volun- 
teers. 

To give you an interesting sidelight on how patriotic the Turks are, 
when the call went out for volunteers to go to Korea as replacements, 
30,000 volunteered for 1,800 vacancies. We went by one day and 
saw a barbed wire fence all around the area in which the 1,800 volun- 
teers were training. 








S80 THE MUTUAL SECURITY PROGRAM 


We asked why they had to put them inside the barbed wire, was it 
* keep them from getting away, and the Turk officials said, “No 

to keep the others out.” 

Mrs. Bouton. May I ask another question? 

Mr. Gorpon (presiding). Mrs. Bolton. 

Mrs. Bouron. What about the women, do they work in the Army? 

General Arnotp. They are starting, Mrs. Boiton. We are trying 
to build up something in the way of two things, the Grey Ladies, 
and the other is the Red Crescent, which is similar to the Red Cross. 
There are full-fledged nurses, and what you call nurses’ aides. 

Mrs. Bouron. The fact that Turkish women took off their veils 
when ordered to do so by Ataturk does not mean that they are all! 
set to go in all of these things. They have had to get used to this 
very drastic change in their whole approach to life. I used to see 
the older ones on the street holding their veils together with their 
teeth, and when they saw a policeman they would drop them. 

General ARNoLD. You see that in the country. It is a shawl sort 
of thing, and they hold it up. It is custom. 

Mrs. Botton. The women naturally are not wholly accustomed to 
the change but they are adjusting to it rapidly. 

General Arnoxp. It originates in the larger cities and permeates 
out. 

- Mrs. Boiron. Do you know how many are in the parliament? 

General Arnoup. Yes, I do. I know there is one woman repre- 
sentative from Istanbul. I believe there are probably two more. 

Mr. Gorpon (presiding). Thank you very much, General. 

Mr. Vorys. General, we learned that there were not only women 
but Christians and Jews in the Turkish parliament; is that still true? 

General ArRNoLp. Yes, sir. 

Mr. Gorpon (presiding). Thank you, General, for your testimony 
this morning. 

We have also this morning General Jenkins. Do you have a state- 
ment, General? 


STATEMENT OF GEN. REUBEN JENKINS, FORMER CHIEF OF 
JOINT UNITED STATES MISSION FOR ASSISTANCE TO GREECE 


General Jenkins. I have no prepared statement, Mr. Chairman. 
It is my privilege to be here before you this morning. I would like to 
divide my statement in two parts. First, I would like to give you the 
broad picture on the record, and then give you a more det ailed’ picture 
off the record, and then subject myself to cross-examination. 

Mr. Gorpon (presiding). General, please state for the record your 
experience and background. 

General Jenkins. I am Maj. Gen. Reuben E. Jenkins, Department 
of the Army, formerly Chief of JUSMAG in Greece. Prior to that | 
was Deputy Chief of the Mission under Lieutenant General Van Fleet. 

I joined the Greek mission in early April 1948, when the fortunes 
of the Greeks were at an extremely low ebb. 

It was my privilege to witness a great change in the position of 
Greece during the 3 years and 1 month that I served there. 

Our objective i in Greece initially was to assist the Greeks in restoring 
internal security and order in the country, and bringing some sem- 
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blance of order out of the chaos which resulted from the bandit war, a 
war Which was communistic inspired and Communist supported. 

That war reached a very successful conclusion in the late summer 
and early fall of 1949, due to the wisdom of the Congress and the 
President, in my opinion, of giving that war-torn country aid, because 
I will state categorically without that assistance Greece today would 
be behind the iron curtain unwillingly. 

General JENKINS. Since the restoration of order in the country, our 
principal task has been to revitalize the armed forces and bring them 
up to the highest possible capability within our power, both from a 
training point of view and from an equipment point of view, in order 
that they would be able to maintain this security that had been re- 
established, and to repel external aggression, particularly from the 
satellite border states. 

In my opinion no mission, with all due respect to my good friend 
General Arnold, has had greater success. In my opinion that is not 
because of me personally, but because, frankly, I could have had little 
to do with it if I had not had good personnel to work for me and a good 
object to work with. 

General Van Fleet and I could have accomplished little without 
those two things. 

The armed forces of Greece today are in a most satisfactory state of 
training. The officer corps, particularly, has been revitalized and has 
at its head, and at the head of each of the three services, competent 
leadership and at all levels, down to the platoons in the army. The top 
leadership is quite capable and determined. The intermediate 
leadership, battalion and regiment, is learning fast and is courageous, 
as is the company and platoon leadership. 

I might say that our failures in the 1948 campaigns—and I went 
through them—were not due to a lack of courage, but a lack of know- 
how in the Greek forces. They had no noncommissioned officer 
corps in their army and they had no trained leadership below the 
brigade level, or regimental level. It was a product of a short-term 
school thrown together hastily out of the chaos that resulted from the 
occupation. 

The programs that we have provided to the Greek armed forces up 
to now have given the Greeks a very efficient army of nine divisions, 
reasonably well equipped. Those divisions are in being today. 

(Discussion off the record.) 

General Jenkins. They have also given the Greeks a small, but 
extremely efficient navy, with some obsolescent equipment, and 
some of the reasonably modern items of equipment. 

They have produced in Greece a tactical air force that is as good 
as any I saw in Europe in World War II. That is, in the discharge 
of its mission in support of ground elements. 

(Discussion off the record.) 

General Jenkins. It is equipped with Spitfires, Hell Divers, 
AT-6’s and some old British Austers. It has C-47’s for transporting, 
of course, which is for the work-horse job, and there is no better for 
that kind of work in that country, in my opinion. 

The programs for the Greeks are designed not only to give this 
round force greater strength for peace, but also to give it the capa- 
vility of further expansion for war by utilizing the trained manpower 
that is in Greece today. 
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- (Discussion off the record.) 

General Jenkins. When I say this manpower is trained I mean just. 
that. This Greek is hardy. He is tougher than any soldier I have 
ever come in contact with. That does not exclude’the German or the 
Jap, and I know them both. This man absorbs instruction quite 
readily, and he retains what he learns. His physical endurance is 
tremendous. 

I have ridden a horse as fast as a horse can walk for two straight 
hours up the side of a mountain with four Greeks walking alongside 
this horse, and the horse would arrive at the top of the hill lathered, 
but these four Greeks would hardly be breathing hard. 

Mr. Vorys. What shape were you in? 

General Jenxrns. We will take that up later, Mr. Congressman. 

When I first joined the Greek Army I was astounded at what I saw. 
Due to the lack of training at the officer level, company and platoon, 
men did not know how to fight. They opened rifle fire at 2,000 yards. 
The officers thought that the support for a regiment consisted of two 
pieces of artillery. Ask one what he thought the situation was, or 
for an estimate of the situation, and a lieutenant or company com- 
mander would look at you with an expression which showed really 
that he had never even heard of such a thing before. They did not 
know how to deploy their units. They did not know how to take 
advantage of cover. They did not know how to crowd their fire. 

But today those Greeks in training exercises will crowd their fire 
so closely that they will take their chance against artillery and mortar 
fire, even with Spitfires strafing the target, with the infantry within 
125 or 150 yards of the target, because they say it will pay them 
dividends in the long run. 

I have known one officer to be hit twice in a training exercise by 
mortar fire. The first time he refused to stop. The second time it 
stopped him. The division commander said it will pay us dividends 
in the long run. 

That is an indication, I think, of the quality of courage of this 
Greek we are now supporting. If I tried that with American troops 
I would be court-martialed for exposing my troops to unnecessary 
danger in a training period. I say that in all seriousness. 

The Greek himself is an individualist. He loves his little piece of 
ground, and he loves his little flock of goats and sheep, and he loves 
his family. He is definitely not a Communist. He is anything but 
that. But he is a dissident many times, because even a taxi driver 
or a shoeshine boy will tell you he can do a better job in government 
than the people who are there. That is almost universal. 

Mr. Eaton. Just like the Americans. 

General Jenkins. The Greeks, we must remember, were loyal allies 
to us in World War I, and they were loyal allies to us in World War II. 

(Discussion off the record.) 

General JENKINS. Our investment in Greece, like the investment in 
Turkey, is an extremely good one. 

(Discussion off the record.) 

General Jenkins. As to the utilization of this equipment we have 
given them, I would like to tell you that during the 3 years I was 
there one of the principal tasks of our officers was to see whether or 
not this aid that we were furnishing them was being diverted to any 
purpose other than that for which it was intended: When I left 
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there there had not been one single case of an officer, or a soldier, 
or anybody connected with any of the armed forces, being suspected 
or accused. of diverting any of this equipment to any purpose other 
than that for which it was intended. 

Off the record. 

(Discussion off the record.) 

General Jenkins. Gentlemen, I apprciate your being patient with 
me in my off-the-cuff statements. I will try to answer your questions 
now. I would like to state that Congressman Battle paid us a visit 
in Greece to see these soldiers. He was present when we had our 
contingent ready to go to Korea, and was present at the ceremony 
when the United Nations flag was given to this command. I would 
also like to state that that was not a hand-picked unit. That was 
a volunteer unit. Units volunteered in a body. Only a few people 
shifted out of it for personal reasons. The bulk was completely 
volunteer, and I think that Congressman Battle thought that was a 
fine-looking bunch of soldiers. 

Mr. Barrie. It was a very impressive ceremony, and also it was 
a fi:e-looking group of soldiers. We appreciated your courtesy and 
hospitality very much. 

Mr. Gorvon (presiding). Thank you, General Jenkins, for your 
interesting and strong statement. 

What are the guerrilla activities at the present time? Is there 
very much of this activity in Greece? 

General Jenkins. Guerrilla activity in Greece, Mr. Chairman, has 
been reduced to that which the ordinary police could handle since 
early 1950, in my opinion. There have been a few border raids from 
Bulgaria. There are about four groups, | think, that move back and 
forth across the border, and as the army goes out after them they go 
back to Bulgaria. But as to the rest of Greece, not in her history has 
she had as few bandits as she has today. Those she has are spotted 
out, two or three here, or there, or somewhere else, and they know 
— they are by name. It was a police action that remained when I 
left. 

(Discussion off the record.) 

Mr. Gorpon (presiding). We are under the 5-minute questioning 
rule, General. 

Mr. Chiperfield, have you any questions? 

Mr. CHIPeRFIELD. No questions. 

Mr. Gorvon (presiding). Mr. Battle. 

Mr. Barrze. Mr. Chairman, thank you. 

General, I am very much interested in your statement and | appre- 
ciate your appearance here this morning. 1 was wondering what has 
happened to the Greek children and if a good many of them have been 
returned or just what is their status. 

General Jenkins. The great bulk of the Greek refugee children 
have been returned to their homes. There are a few that are defi- 
nitely orphans that are still under the Queen’s care. All Red news- 
papers to the contrary, Her Majesty is looking after those children in 
fine fashion. 

Mr. Barrie. Are you talking about the children captured by the 
Communists? Did not Yugoslavia have a lot of Greek children? 

General Jenkins. No, sir. I am talking about those that were in 
the homes within Greece. There were a great number scattered 
throughout Greece. 





884 THE MUTUAL SECURITY PROGRAM 


‘ re Barrie. Did Yugoslavia ever return the Greek children she 
ad? 

General Jenkins. She has returned quite a few of them. I think 
Mr. McGhee can give you the details on that. 

Mr. McGuee. At one time it was estimated there were many 
thousand Greek children in Yugoslavia. However, when it was 
investigated quite objectively by the Swedish Red Cross it was found 
most of these children were of Slavic origin who had been living in 
Greece but who are now with their parents in Yugoslavia. They did 
find, I think, several hundred that were of Greek origin and whose 
parents are now in Greece; these are in the process of being returned. 

I think this issue between Yugoslavia and Greece is on its way to 
being solved. These children were very well taken care of, as Ambas- 
sador Allen reported on a nunber of occasions. 

The greatest number of the children were taken behind the iron 
curtain, and to my knowledge they have never been sent home; they 
constitute the real problem. It may be they are being trained for 
future guerrilla action. 

Mr. Barrie. What about the state of mind and health of those 
who were returned? Were they pretty well indoctrinated to com- 
munism, and so forth, or what condition were they in? 

Mr. McGuer. I am told that in the Yugoslav camps most of the 
children were fairly thoroughly indoctrinated. A large percentage 
of the children in these camps were not of Greek ethnic origin. 

Mr. Barrie. That is all, Mr. Chairman. 

Mr. Gorpon (presiding). Mr. Vorys. 

(Discussion off the record.) 

Mr. Vorys. That is the air would come along later? 

General Scorr. Later than that. Yes, sir. 

Mr. Vorys. That is all. 

Mr. Gorpon (presiding). Mr. Hays, do you have any questions? 

Mr. Hays. No questions. 

Mr. Gorpon (presiding). Mrs. Bolton? 

Mrs. Botton. I realize that this question may seem to be in the 
political area, but I do not mean it that way. I want to ask quite 
from the military standpoint—and I would like very much if General 
Arnold would give us an answer on the same point—is it Greece’s 
desire to be Western? General Arnold made quite a point of Turkey 
wanting to be western. Is that the Greek aspiration? 

General Jenkins. I would say it is even stronger than that, Mrs. 
Bolton. She is Western. 

Mrs. Botton. Then she would be deeply interested in becoming 
or in having either a bilateral agreement with the United States or 
some kind of an agreement with the United States, would she not? 

General Jenkins. Unquestionably she would prefer to be, for 
example, a member of NATO. I think that is being discussed. 

That is personal view. 

Mrs. Botron. Do you feel that would be of military importance? 

(Discussion off the record.) 

Mrs. Botron. I appreciate that very much. Thank you. 

Mr. Gorpon (presiding): Mr. Lanham, do you have any questions? 

Mr. Lanuam. No questions. 

Mr. Gorpon (presiding). Mr. Smith? 
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Mr. Smira. General, does Greece have any productive capacity at 
al] in turning out military items? 

General Jenkins. That has been very, very meager up until re- 
cently. First the greater part of the economic program originally had 
to be devoted largely to the civilian side, and particularly to the bigh- 
way construction programs, that facilitated our operations. I might 
say here that without that ECAsupport in the highway and harbor and 
rail communication work that went on while these campaigns were 
being fought, we would have been hard put to do the job. 

Mr. Sairu. In other words, the first job was one of rehabilitation 
more than anything else? 

General Jenkins. Yes, sir. Since that time considerable progress 
has been made in the rehabilitation of some of the industries of Greece. 

(Discussion off the record.) 

Mr. Smiru. For all practical purposes then we are giving them the 
military end items that they need. Is that right? 

General Jenkins. Not ertirely, sir. There is a clothing factory 
there that makes clothing for the army. 

Mr. Smrru. For the American forces? 

General Jenkins. No, sir. For the Greek forces. The shoe pro- 
gram was passed to the Greeks for the making of their own shoes. 
When I left they had begun to develop the program for individual 
items of equipment, such as packs, and haversacks, webbing, belts, 
and things of that sort. I think Mr. Emery was over there recently 
and saw the items that had been produced as samples. 

There was also a program being considered when I left for the manu- 
facture of their mess gear and a lot of their own personal and individ- 
ual equipment from metals. Mr. Emery can probably give you more 
information on that than I can, because he was there after I left and 
knows how far that program has progressed, but so far as self-help is 
concerned, I would say the Greek has made considerable progress in 
the last 12 months. 

Mr. Smirn. What percent of the Greek national budget is going 
into the military? 

General Jenxtns. With the assistance of the ECA side I think that 
the total was sixty-something, was it not, George? About 62, I 
believe. 

Mr. Emery. I think it was around 50 percent. 

(Discussion off the record.) 

Mr. Smirx. What impact is that having on the general standard of 
living among the Greeks? 

General Jenkins. Serious. A serious one. 

Mr. Smrrn. Has there been any appreciable improvement in the 
general standard of living since we have been there? 

General Jenxtns. Definitely, sir, in my opinion. 

Mr. Smirua. To what degree, do you know? 

General Jenkins. Well, when American aid first started, or a short 
time after, there were 750,000 refugees. Today there are none. 
They have all returned to their farms and their little houses have 
been rebuilt, and they are back on their own. 

Mr. Smiru. You may not know it, or may not have this information, 
but I am wondering if somebody has it. Undoubtedly they do. 

What is the per capita income in Greece today? 
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General Jenkins. I do not have that figure, Mr. Congressman. 

Mr. Smiru. Can the ECA or somebody furnish that? 

Mr. McGuer. We will get that for you, Mr. Smith. 

It is $185 per capita. 

Mr. Smirx. I am wondering if we might also have it for Turkey? 

Mr. McGaee. Yes, sir. The figure for Turkey is $128 per capita. 

Mr. Sarru. I expect there are no longer any British forces in Greece? 
We have taken over that job almost completely. 

General Jenkins. No armed forces. The British still have small 
naval and air missions, and a little larger army mission, and a “‘prison”’ 
mission. 

Mr. Smirxa. What is their purpose in remaining there? To protect 
British property? 

General Jenkins. No, sir. They assist in the military program. 
They give assistance on technical matters, because a lot of the equip- 
ment we have there is of British origin. Their supply system, and 
depot system, and so forth, is based on the British pattern, and their 
entire general staff procedure is the British system, and some of their 
basic training of the soldiers, for example, is patterned after the 
British. A lot of the naval equipment is British. In the air, the 
Spitfires, of course, are all British. 

Mr. Smitu. That is all. Thank you, Mr. Chairman. 

Mr. Gorpvon (presiding). Are there any further questions? 

Mr. Hayes. Mr. Chairman, might I ask a question or two? 

Mr. Gorpon (presiding). Yes. 

Mr. Hays. Off the record. 

(Discussion off the record.) 

Mr. Hays. General, you made reference to the improvement in 
conditions there. What is their land tenure system? Is it produc- 
tive of some of the things that Mr. Smith was speaking of in the 
economic advances and social improvement? Are you familiar with 
their land problem there? 

General Jenkins. Not too familiar, sir. Only general. The ECA 
representatives can give you a very detailed answer on that, I think. 

However, I would say that there has been considerable improvement 
in the productivity of the small amount of tillable land in Greece. 
I think I am qualified to state that categorically, because I lived there 
and traveled over the country for 3 years. The drainage programs 
are producing great numbers of acres in various places, such as in 
Thessaly and Western Macedonia, that before have been wasteland. 
I do not know the number of acres, but there has been tremendous 
improvement in that field. 

Mr. Hays. Much of the land they allowed to erode can be recap- 
tured, you think? 

General Jenkins. They had a land reclamation project going on 
that does just that. Yes, sir. 

As to the details of it, I am not familiar with it. 

Mr. Hays. Would you care to express an opinion as to whether or 
not our information program, building sentiment into the Western 
World, has been satisfactory? 

General Jenkins. I do not believe I am competent to answer that, 
Mr. Congressman, because, frankly, my position there was so con- 
fining that I did not have time to branch out into other fields. I can 
only give you a guess, which I do not think would be worth the time 
of this committee. 
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Mr. McGuee. Mr. Chairman, may I comment on that? 

Mr. Gorpon (presiding). Yes. 

Mr. McGuexr. I think I can answer a couple of Mr. Hays’ questions. 

There is no problem of land tenure, as such, in Greece. There is no 
such thing as absentee landlordism. Greece is a country of small 
landlords, who own their own land. In a typical community the 
largest landowner would own 50 acres, and the average under 15 acres. 

On the question of the information program, I do not know how 
you might evaluate it on a technical basis. As far as the end product 
is concerned, however the Greeks, I think, almost to a man, know 
the extent to which we have assisted them. They are thoroughly 
oriented to the west. I do not believe there is any basic problem of 
winning over any important segment of the Greek people to the com- 
mon cause of the free world. 

Mr. Hays. Thank you. 

Mr. Merrow. Mr. Chairman. 

Mr. Gorvon (presiding). Yes, Mr. Merrow. 

Mr. Merrow. I want to ask the gentleman a question concerning 
coordination. 

Greece and Turkey constitute the southern front against Soviet 
encroachment on the Mediterranean. With 9 divisions in Greece and 
19 in Turkey, we have 28 there now. Has there been any coordina- 
tion of defense plans of those two countries as a front? 

General Jenkins. I am not competent to speak on that because I 
have had no connection with the problem. 

General AkNoLD. There have been conversations between the 
Greek and Turkish General Staffs. 

(Discussion off the record.) 

Mr. Merrow. You may want to answer this off the record, but 
if these two countries were brought into NATO then probably there 
would be coordination, would there not? 

General ArNoLp. Undoubtedly. 

Mr. McGuesz. That is a definite byproduct. 

Mr. Merrow. Is that not necessary? 

General ArNoLp. Not only necessary, but it would happen very 
quickly. You would have that coordination. 

Mr. Merrow. That is all. Thank you. 

Mr. Gorpon (presiding). Are there any further questions? 

(No response.) 

Mr. Gorpon (presiding). The committee will stand adjourned 
until 2:30 this afternoon. 

I want to thank you, General, for your appearance here. 

(Whereupon, at 12:10 p. m., the committee adjourned until 2:30 
p. m. of the same day.) 


AFTERNOON SESSION 


(The committee reconvened at 2:30 p. m., Hon. James P. Richards 
(chairman) presiding.) 

Chairman Ricnarps. The committee will come to order, please. 

Ladies and gentlemen of the committee, we have with us this 
afternoon Assistant Secretary of State for Far Eastern Affairs, the 
Honorable Dean Rusk. 

He has along with him Gen. H. J. Malony, Department of Defense 
Representative, Southeast Asia Policy Coordinating Committee, and 
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Mr. R. Allen Griffin, Director, Far East Program Division, Economic 
Cooperation Administration. These three men are going to give 
testimony on the economic, political, and military aspects of this 
problem. 

Mr. Secretary, before you begin, how do you want to proceed? 
Will you give your testimony and then call on the others for certain 
features of it, or how will you proceed? 


STATEMENT OF HON. DEAN RUSK, ASSISTANT SECRETARY OF 
STATE FOR FAR EASTERN AFFAIRS 


Mr. Rusk. Mr. Chairman, if the committee is agreeable, I thought 
I would offer an introductory statement on the political side, and then 
if the committee wishes, Mr. Griffin and General Malony might make 
a brief statement on the economic and military side in extension of 
what I have said. 

Chairman Ricuarps. That will be fine. Before you do that, Mr. 
Secretary, could you take about 15 minutes and bring us up to date 
on the Korean situation? 

I think the committee would like to hear that. 

Mr. Rusk. Thank you, Mr. Cheirman. 

Mr. Gorpvown. Is this to be on the record or off the record? 

Chairman Ricnarps. What about that, Mr. Secretary? We can 
take it entirely off the record, if you desire. 

Mr. Rusk. This can be off the record. 

(Discussion off the record.) 

Chairman Ricwarps. Have you a prepared statement, or do you 
want to talk informally? 

Mr. Rusk. I do not have a text. Mr. Chairman end gentlemen 
of the committee, before making my opening remarks on title III, 
I should like to indicate very briefly the way in which we are organized 
in relation to the subject matter of title IIT. 

There are five countries of south Asia included under this proposal, 
India, Pakistan, Ceylon, Afghanistan, and Nepal which are outside 
the area of my responsibility. What I have to say today will, however, 
affect and apply to those countries in general terms. 

My own responsibility begins with Sean: and includes the coun- 
tries to the south and east thereof, whereas Assistant Secretary George 
McGhee has responsibility for south Asia. He will be here this after- 
noon, if the committee wishes it, or in the morning, to answer questions 
on these five particular countries. 

Our programs in Asia involve the closest possible integration of 
political, economic, and military factors. For almost a year now 
we have had a close working group made up of the Department of 
State, Department of Defense, and ECA. 

Mr. Livingston Merchant, my Deputy; Mr. Allen Griffin, of ECA; 
and Gen. Harry Malony, of Defense, are the representatives on that 
group. The committee may wish to hear from these latter two 
gentlemen so that the three of us may together lay a basis for the 
questions which the committee may wish to ask in this field. 

Further than that, the relief and rehabilitation of Korea has a 
number of special problems concerning the United Nations. Mr. 
Hall who is here has responsibility for that subject. 
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Our proposals under title III are for military aid in the sum of 
$555 million and economic aid in the sum of $375 million. 

I have had a chance to go through the materials made available 
to the committee, the testimony of Secretary Acheson, Secretary 
Marshall, and the message of the President. I plan to repeat as 
little as possible of what has been said in those edhe materials. 

The broad policy considerations are entirely familiar to the com- 
mittee and I believe to the American people. That is particularly 
true anywhere here in the Far East, where this committee itself has 
played an active part in initiating policy over a number of years. 

erhaps my best contribution, therefore, might be to indicate some 
of the complicated factors that come into play in the effort to trans- 
late broad policy into action programs, and try to indicate why a 
nation which follows the broad policies we are following in Asia and 
the Pacific should carry out the programs we are proposing, in the 
face of the factual situation with which we are confronted in Asia 
at the present time. 

I cannot promise for certain to be successful in the effort. I feel 
that I have an obligation to try to build a bridge between broad 
poliey and specific programs. 

First, we should remind ourselves and our friends in Asia of those 
aspects of our policy which are historical and fundamental, which 
would be our policy if there were no communism and if there were 
no Russian imperialism on the march in that part of the world. 

Elements of this historical policy are familiar to all of us. We 
learn them as children in our schools and churches. They are things 
we take for granted. They are widely known here, and they are 
widely known and valid in Asia unless they are distorted by prepa- 
ganda. 

For decades we have had an active and vigorous interest in trade, 
a fruitful exchange of cultural values, a sympathetic interest in na- 
tional freedoms, an interest in a rising standard of living, relief from 
diseases, and the hope of better things to come. 

Why is this historical attitude so important? In the first place, 
we are laying a basis for relations with Asia for decades to come. We 
are now in the first years of the national independence of these new 
nations of Asia and the relationships we establish today will go far 
beyond the particular rivalries and contests of our own day. In 
other words, these new nations may be learning permanent attitudes 
toward the United States at the present time. Therefore, we need 
to take this long-range historical point of view. 

Secondly, great changes occur in world power relationships; certain 
of these have occurred in our own generation. We are now in the 
process of bringing about another great power change by peaceful 
means, if we can, by strengthening the free world. 

But 10 to 15 years from now, the most important necessity of our 
foreign policy may be that we have a right relationship established 
with the great peoples of Asia and that we need to have that in mind 
as we consider our present activities. In any event, these people in 
the Pacific and in Asia are unwilling to be merely a facet of our 
problem with the Soviet Union. They would not voluntarily become 
pawns and they believe that their relations with us are based upon 
intrinsic values. Asians expect us to consider them an important 
part in our program. 
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I have mentioned these historical factors because they have an 
important bearing not only upon what we do in Asia but also as to 
how wedoit. Are we interested in this area only because of the Com- 
munist threat? Will we provide assistance only to those who act in 
a particular way to fit our own immediate political and strategic 
concepts? Those are important questions for us in terms of our 
ability to work out our relations with these people over the decades 
to come. 

A minor example: We have been turning more and more attention 
in our programs in that part of the world to work in the villages and 
the paddy fields, working with the people of those countries. Now, 
we would not want them to believe that we are in the villages and in 
the paddy fields merely because the Communists are in the villages 
and in the paddy fields. For that to be our own attitude and for 
that to be their impression would rob our program of moral content 
and would render it futile as a practical matter. 

We believe there is great strength and vitality in our historical 
approach to the peoples of the Pacific and of Asia and our program 
must reflect this fundamental attitude of the American people. 

A second great factor which we must have in mind is the impact 
of Communist aggression in almost every corner of Asia by one means 
or another. The committee has had that fully set before it and I 
shall not attempt to describe it but you know it as well as I. 

A basic fact is that communism is now waging war in Asia and 
with great power and resourcefulness. We must stop this aggression 
by peaceful means if we can, but stop it we must. By “we’’ we mean 
not only we Americans but every nation looking toward the kind of 
world set forth in the charter of the United Nations. 

Now, what does Communist aggression mean in terms of our own 
action and our own policy? It means that we must build our own 
strength rapidly. It means also that we must project that strength 
into the western Pacific in support of peace. We have, during this 
past year, been projecting our strength into the far Pacific, not only 
in respect to Japan, but also in the Philippines, in southeast Asia, 
and in other areas economically, politically, and militarily. Insofar 
as we can by the means available to us, we must encourage other 
free nations to resolve any disputes which separate them, such as the 
Kashmir dispute, and to encourage them to organize for mutual pro- 
tection against aggression, participating ourselves where possible and 
appropriate. 

That brings up the issue of a Pacific Pact which has been of keen 
interest to this committee in the months past and to which I will 
return in a few moments. 

This Communist aggression means we must recognize a greater 
urgency of time in developing our relations with the peoples of Asia. 
We must recognize the greater investment of resources and personnel 
than might be required if there were no Communist threat. 

We must accept, regrettable as it might be, that there may well be a 
greater margin of error both among ourselves and among our friends 
in Asia. As we work under greater urgency, we will have to use 
people who are not as bighly trained for work in the Far East as we 
should like to have, chiefly because they are not available: and we shall 
have to work with people in Asia whose own institutions have not 
developed to the point where they can make the most efficient and 
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effective use of the aid given. So some margin of error must be ac- 
cepted which would not be there in normal times. 

But we must also contest in every possible way the Communist 
effort to capture nationalist sentiment for the purpose of using this 
national desire as a means for enslaving the people under Communist 
domination. That we must fight at every point. Out of the de- 
velopment of our historical policies, and of the special urgency im- 
posed upon us by Communist aggression, there is a broad action 
program toward Asia and the Pacific which has received general sup- 
port despite the fact that the region has produced some of our sharpest 
controversies. 

It is not for me to speak of bipartisan policy since I am not a spokes- 
man for the two great parties, but I suggest that a broad program 
exists which has received considerable support. Our military and 
economic assistance programs which will be discussed in detail here 
are not fully understood except in relation to other aspects of Ameri- 
can policy and action in this area. 

If I may, Mr. Chairman, just state some of the principal points in 
that broad program of action and policy which has substantial support 
in the Government and in the country, I would suggest the following: 

1. An increase of United States strength in the Pacific. 

2. The prompt conclusion of a Japanese peace treaty, a treaty of 
reconciliation of the sort discussed so carefully by Mr. Dulles with the 
Members of the Congress. 

3. A United States-Japan security arrangement providing for mutual 
security to these two great countries following a peace treaty. 

4. A United States-Philippine mutual security commitment which is 
factual, based upon our historical association, which is also registered 
in agreement but which might usefully be registered in still further 
agreement if that appears to be agreeable to our two countries, 

5. A United States-New Zealand-Australia security arrangement 
to draw those countries more fully into active partnership in the 
Pacific area. 

6. Sympathetic encouragement to broader Pacific arrangements of 
a regional type. 

7. Resistance to aggression in Korea. 

8. The rehabilitation of a free Korea and pursuit of the goal of a 
unified and independent nation, to the maximum extent possible. 

9. With respect to China, the nonrecognition of the Peiping regime; 
the continued recognition of the Nationalist Government; opposition 
to the seating of Peiping in the UN; and insistence upon settlement of 
the problem of Formosa by peaceful means and resistance to military 
exploitation of that island by our enemies against the free nations of 
the Pacific. 

10. Friendly encouragement and support to new nations of Asia, 
not only those who have already attained full sovereign status such 
as India, Pakistan, Burma, and Ceylon, but also to others who are 
just now moving into a new status such as the Associated States of 
Indochina. 

11. Economic and technical assistance programs for the purpose 
of providing the elementary and basic institutions, the institutional 
strength and technical know-how of those new nations so that they 
may set about carrying out their new responsibilities. 
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12. Military assistance programs where necessary to put these 
nations in a better position to maintain internal security, to deter 
— from the outside, and to contribute their part to such 
collective security efforts as may be required to meet this aggressive 
force with which we are confronted. 

13. Lastly, an information and education program which will 
atter pt to deny to the Communists the kind of sym pathetic support 
which they have been able to win by appearing in Asia as an Asian 
preaching nationalism to such good propaganda effect. 

Now, these are the broad elements of action and policy in the Far 
East which are a part of our over-all effort. 

When we talk about the programs theselves, I understand the 
committee has before it a break-down by country and as between 
military and economic programs of these various—— 

Mr. CHIPERFIELD. ers is a break-down, country by country. 
Are these books available to members of the committee? 

Mr. Rusk. We have a break-down of the $555 willion and $375 
million by countries and as between military and economic programs, 
respectively. Are those not in the hands of the committee? 

Mr. Vorys. We have a one-sheet summary. 

Mr. Rusk. I want to speak of that in a moment, please. 

Mr. Vorys. I have been borrowing reports from our staff. We 
members have no break-down at all up to today beyond that summary 
sheet. At least, I have not. 

Mr. Rusk. We will have for you as much of this information as we 
can furnish. I wanted to speak for the moment to the principal 
factors which determine the size of the programs. 

The President in his message to Congress on this subject said that 
in all these areas of the world, larger amounts of United States assist- 
ance could be put to good use and would pay real dividends. ‘Title 
III programs are comparatively small compared to other areas which 
are in the bill, and compared to the tremendous needs of the countries 
which are considered under title ITT. 

Therefore, if the committee is willing, I should like to discuss just 
for a moment the factors which had the most bearing upon the deter- 
mination of the size of the programs proposed under title ITT. 

There are a number of factors which might be considered under the 
broad subject of the need in the recipient countries. There is first 
to be considered the desire of the country itself. We cannot assume 
that each of these countries wants a large program or wants to have 
a large American involvement in their own particular situation. They 
are in some respects new and sensitive nations. Their nationalistic 
feelings are running high. They are subject to propaganda based 
upon the residuum of the old colonial systems. Communist propa- 
ganda is extremely active in calling attention to the threat of American 
influence. Governments which have their own domestic problems 
to worry about and their own propaganda situation have, on one or 
two occasions, expressed some reluctance to undertake a heavy 

commitment with us in this field. 

A second factor is that we are aiming, by and large, at eliminating 
bottlenecks and developing a basic, seed-corn type Tepcretite rather 


than attempting to fill the gigantic consumer needs of these countries 
of large population. We do not have here a situation in which we are 
trying to rebuild a war-devastated industrial plant to bring it back 
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to a prewar condition. By and large these countries did not have 
large-scale industrial development. We are trying to take systems 
which are at the lowest level in standards of living and find means 
by which out of their own resources they can move rather quickly 
to some increase in their consumer standards. 

That means therefore that we look for the assortment of bottle- 
necks such as are found in their taxation systems, transportation, 
port facilities, and civil service training, in order to mobilize as quickly 
as we can the resources which are available in these various countries 
for meeting their own needs. We have been reluctant to undertake 
commitments which would establish a pipeline between vast con- 
sumer needs in their part of the world and American production 
because that would create demands upon us which could not be ful- 
filled from the resources which are available to us. 

A third factor is the institutional capacity of these various countries 
to use their own resources and to absorb them efficiently. That insti- 
tutional factor has to do with not only trained personnel and indi- 
viduals, but also governmental organizations. A country without 
an effective tax system, for example, presents us with a problem 
somewhat like that of a swamp: it is difficult to find a firm foundation 
on which to organize the public fiscal operation and effective govern- 
mental activity in the economic field. 

We find in almost every country in this area need for greater 
training on the part of the government officials, on the part of their 
own businessmen, on the part of their organizations for collecting taxes 
and disbursing public money, and their organization of transport; 
right through the entire networks, the shortage of trained people is 
one of their most crying needs. Therefore, mere dollar aid alone will 
not necessarily provide a given result in the light of their institutional 
capacity to absorb. 

A fourth factor relating to their needs is their balance-of-payments 
situation and their reserve position which determine the extent to 
which they can take care of some of their own most pressing needs 
themselves. That is somewhat illusory because by and large even 
those countries with a favorable balance of payments and favorable 
reserve position probably can maintain that only by importing far 
less than they need and by skimping on their capital investment for 
their future needs. 

Another factor is the nature of the threat posed to the security and 
stability of the recipient country. We have to consider somewhat the 
priority of the threat. In the case of Formosa and Indochina the 
threat is direct and immediate and needs a maximum effort now if 
we are to help those countries defend themselves against attack. 
Other nations somewhat more removed or remote have more time in 
which they can build up their own resources and therefore the pressure 
on us for assistance is not quite so great. 

Another factor is a political factor stemming from our own desire to 
establish a friendly relation with these various governments. Even 
where there may not be a pressing need clearly demonstrated as 
something we should meet on an economic basis, there still would be 
an important point to be gained if by a small aid program we could 
establish a friendly relationship between ourselves and that other 
government and put some of our people at their disposal for advice 
and assistance during these troublous times. We want to be in a posi- 
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tion to do that and to use the aid program itself as a vehicle for demon- 
strating that kind of an interest. 

A further consideration is the ability on the part of the rest of us to 
meet the needs which we find in these various countries. One of the 
first questions is whether the burden is a reasonable burden to be 
carried by the United States. A number of other countries have 
important responsibilities in that part of the world—the French in 
Indochina, the British in Malaya—and we are not inclined to 
substitute ourselves for others in carrying these responsibilities. 

Now, the general approach has been that our job is to provide 
necessary additions to the efforts of others if those additions are 
essential for the stabilization of the area. But we should not merely 
go in and put ourselves in place of others in carrying these loads. 

A second factor is the availability of United States personnel. We 
have a very serious problem of recruitment for Americans for jobs 
out in this part of the world. Our technical assistance program is 
severely limited in that particular respect. It is probably the real 
bottleneck and provides the ceiling on our technical assistance 
capabilities. 

That problem of recruitment is self-evident. We do not have many 
Americans who are thoroughly trained and qualified for that work in 
that part of the world, compared to our population and our present 
interest in that area. We are really understaffed as a nation and we 
are very glad to see that some of the private agencies, such as the 
American Council of Learned Societies and Social Science Research 
Council and others, are taking steps to increase the supply of Ameri- 
cans who have special training in that field. There is also the matter 
of willingness to serve under the conditions in the Far East these days. 
People cannot take their families with comfort into many areas. 
There is danger; there is discomfort; and with respect to some of these 
areas there is also an element of political controversy which has made 
posts in some of these areas unattractive. 

The third factor is the availability of supplies, commodities, and 
equipment here in this country. During a period where demands are 
made upon our own industry for our own purposes to the extent now 
being made under our different programs, it would be illusory for us 
to promise large programs which require commodities and supplies 
and equipment which we cannot furnish when the time comes, 

Another factor is the extent to which loans may carry some of the 
load in this direction, such as loans from the Export-Import Bank or 
the International Bank, or still further assistance from other sources: 
the United Nations technical assistance program, the plans developed 
by the British Commonwealth in the Colombo plan, or private 
activity through industry or through organizations of various sorts 
who are establishing contacts in this part of the world. 

The programs are also related to the possibility of increasing self- 
help and mutual aid in the area. For example, if by association 
between southeast Asia and Japan it were possible for Japan to take 
on some of the functions which would otherwise fall upon us, it might 
be that we could stimulate that and thereby reduce our own burden 
to some extent. 

A last factor is the inter-relationship between military and economic 
programs themselves. In certain cases, the military program requires 
economic support if the military program is to be effective. That is 
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particularly true in the case of Formosa. In the case of Indochina, 
the great military effort there requires economic support. In another 
situation, the economic program would not be effective unless there 
were a military program to increase the security of law and order in 
the particular countries involved. All of these factors and others 
which will come out in the course of the testimony have gone into 
our assessment of what it would be reasonable for the United States 
to attempt to undertake in these countries listed in title ITT during 
the fiscal year 1952. 

There are two countries in the area which are not now included for 
either military or economic assistance. One of them is Malaya which 
we accept as a responsibility of the United Kingdom; the other is 
Japan. 

We believe it is not now required that we come in for economic aid 
or assistance for Japan. The dollar purchases which have been made 
there in connection with the Korean war and the partial pay-as-you-go 
plan on which we are planning to operate in connection with our own 
Armed Forces in Japan have augmented their own remarkable indus- 
trial and commercial recovery so that their position does not require 
this particular kind of grant-aid at this time. 

On the military side, the Department of Defense representative 
may have a comment to make on the prospect for that. 

If I may comment off the record—— 

(Discussion off the record.) 

Mr. Rusk. Mr. Chairman, those are the factors which have gone 
into the make-up of the program. 

If the committee is willing, I think it might be helpful for Mr. 
Griffin and General Malony to indicate the factors which have been 
considered specifically with respect to their parts of the program and 
then if we can get into questions and make any analysis of the partic- 
ular country programs which the committee would wish. 

Mr. Gorpon (presiding). I believe it would be best that General 
Malony and the other gentleman testify. Then we can begin our 
questioning. 

You may proceed. 


STATEMENT OF GEN. H. J. MALONY, DEPARTMENT OF DEFENSE 
REPRESENTATIVE, SOUTHEAST ASIA POLICY COORDINATING 
COMMITTEE 


General Maroney. I am General Malony of the Department of 
Defense. 

Mr. Acheson in his testimony before this committee presented the 
basic reasons for military interests in this area, that is, the tremendous 
population, the resources of the area, and its geographical location 
with respect to communications between the Indian and the Pacific 
Oceans. 

Our specific military objectives in this region may be stated as co- 
operation with the present free governments of the several countries 
in the area to assist in assuring that the forces of nationalism are as- 
sociated with the rest of the free world instead of with Communism, 
and to assist in the development of sufficient military power where it 
is needed to maintain internal security and to discourage Communist 
military aggression. 
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Therefore, our general military mission is no different in southeast 
Asia than that in other areas and is to apply a program of preventing 
Communism from gaining the manpower, the resources, the raw ma- 
terials and the creation of the industrial capacity essential to world 
domination. 

We do not believe that military assistance in the provision of end 
items alone or in assisting in the training of the forces of these countries 
can by themselves bring about anything like a complete solution to the 
varied situations which confront these several countries. 

_ Mr. Maneriain. May I interrupt? Which countries are you refer- 
ring to: 

General Matony. I am referring to Burma, Thailand, Indo- 
china, Formosa, the Philippines, and Indonesia. 

Mr. Gorpon (presiding). Proceed, General. 

General Matony. Such military assistance must, of course, be ac- 
companied by political development and by economic measures tend- 
ing to restore or to preserve the respective national economies. 

In the absence of such military assistance, however, these countries 
may meet such military reverses as to prevent the effective applica- 
tion of other measures however necessary they may be. 

With few exceptions, the governments of these countries are newly 
established as has been pointed out by Mr. Rusk, generally after a 
long period of military struggle or military occupation. 

All of Asia, as has been shown, is on the crest of a wave of na- 
tionalism which supersedes all other aspirations of these countries 
and which cannot be reversed; and too often have these movements 
been taken over by Communist leadership and Communist propa- 

anda which has had some success in disguising the real threat and 
in convincing Asian feeling that they should first deal with colonialism 
and later with Communism. 

T think I should emphasize that in this area only are active hostil- 
ities in progress now, combat operations in Korea and Indochina 
and in the Philippines. 

In the case of Indochina, the timely arrival of military assistance 
items last December was one of the principal factors in the successful 
defense of Tonkin. 

I believe it may be useful, Mr. Chairman, to the committee for 
me to review very briefly the military situations in the various coun- 
tries and later to elaborate on them if you require any such elaboration. 

I will start with Thailand which is the recent scene of a disturbance 
in which a portion of the Navy captured and kidnaped the Prime 
Minister. Thailand has the oldest established independent govern- 
ment in southeast area; her friendship with the United States is 
traditional. Many of their influential leaders were educated here in 
the United States. She has furnished troops and some shipping 
and aircraft to the United Nations forces in Korea. Her stand with 
the rest of the free world has been stanch. The recent disturbance 
has been promptly and properly handled by the Government and 
so far as can be seen at this time, the Government rests more secure 
than before. 

[Pointing to map:] Notice that she has a long eastern border 
contiguous with that of Indochina and that causes her to be very 
much concerned with the outcome of the war in Indochina and the 
success of the French and the associated states forces in action there. 
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Burma over on the other flank and next to India is primarily an 
area of British responsibility. Great Britain maintains a military 
mission there and is in touch with the military situation. The Burmese 
forces have been engaged for some time in clearing the main arteries 
of communication so that her commerce from the northern part of 
India may move to the seaboard. 

We have a rather imposing map here that will show what the 
Burmese Government forces have been doing. 

The areas in blue [indicating map] coming down from Mandalay to 
Rangoon on the east indicates a road and railroad which parallel the 
river. Those are very important means of communication without 
which—without their being open—of course, no commerce can move 
to port and the principal items of commerce do come from the north 
country, with the exception of rice which is in the southern and low 
areas. 

The Burmese Government forces have had some success in this 
clearing. They are not large forces and have been pretty well strung 
out, as you see, along those lines of communication. 

The areas which I have shown here in red are areas which are held 
by the dissidents. Unfortunately, the oil regions which are west of 
Mandalay and included roughly in the area shown by the brown line 
which drops from north-south, then turns west. Their pipelines are 
still in the hands of the dissidents. 

There are several kinds of dissident troups there. One that is 
threatening is the northern group of Chinese Communists, Communist- 
supported elements. 

(Discussion off the record.) 

General Matony. Burma has not sought United States military 
assistance in 1952, nor do we have any program therefor or request 
for funds under the 1952 program. 

(Discussion off the record.) 

General Matony. I will pass now to Indonesia. Indonesia is 
attempting to stabilize its recently appointed Government, and to 
restore her internal security which was very badly dislocated with 
the withdrawal of the Dutch. We have provided her with some items 
of constabulary equipment under the 1950 act but otherwise we have 
no program there, nor are we seeking any funds for a program there 
in this authorization, except for packing, handling and shipping of 
undelivered items under fiscal year 1950 appropriations and a small 
training program. 

Mr. Rusk. You mean grant program. They are making purchases. 

General Matony. I should have made that clear, that I am referring 
to a grant program. 

Mrs. Botron. They are purchasing. 

Mr. Rusk. Yes. 

General Matony. They are purchasing on a reimbursable basis 
certain items of police equipment. 

As Mr. Rusk has indicated, we regard Malaya primarily as a British 
responsibility. The Government forces in Malaya have been engaged 
for some time in a struggle to put down the guerrilla units which are 
sapping local production and threatening internal security. We con- 
sider that the British are well able to meet the requirements there and 
we have no aid program, grant-aid program, for this area. 
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Mr. Vorys. Before you pass up Indonesia, tell us about Borneo. 
As I understand it, the north part, Sarawak, is still firmly British 
and the lower part is still in dispute as to whether it is Dutch or 
Indonesian. Is that the situation in Borneo? 

Mr. Rusk. British North Borneo is still British. The rest of Borneo, 
that part formerly Dutch, is Indonesia. The area in dispute is 
western New Guinea, which did not pass to Indonesia automatically 
with the agreements on the transfer of sovereignty. 

Mr. Vorys. Borneo is in with Indonesia? 

Mr. Rusk. Partly in Indonesia. 

Mr. Mansrietp. Do you mean to say both Sarawak and North 
Borneo are independent of Indonesia, still in British control? 

Mr. Rusk. Still a British colony. 

Mr. Mansrietp. The argument between the Dutch and the Indo- 
nesians has to do with that portion of New Guinea? 

Mr. Rusk. That is correct; sir. 

General Matony. Formosa: at the present time the forces of 
Chiang Kai-shek are to be provided with sufficient equipment to be 
able, in conjunction with the United States Seventh Fleet, to repel 
successfully any attack which may be developed from the Chinese 
mainland. Her economy is being strained, of course, by the super- 
imposition of the National forces of Chiang Kai-shek upon the popula- 
tion of Formosa. The Seventh Fleet has a mission of interposing in 
the event of a Communist Chinese attack on the mainland. 

The Philippines by reason of the long United States occupation and 
our national policy to guarantee their defense from external aggres- 
sion, bear a special relation to the United States. The armed forces 
of the Philippines are presently engaged in anti-Communist war 
against the Hukbalahap Party, the success of which will permit the 
application of other measures to restore and maintain her internal 
security. 

I am sure you are all familiar with India and the Pakistan situation 
where they are involved principally in the settlement of problems 
which developed as a result of the partitioning of India. 

Mr. MansrFre.tp. General, will you give the committee some idea 
as to just how much the Huks outnumber the Filipinos? 

General Matony. I will be glad to do that. May I come back 
after I have completed this general thumbnail sketch? 

Is that satisfactory to you, sir? 

Mr. Gorpon (presiding). All right, sir. 

General Matony. The Kashmir problem still remains unsettled 
and is potentially dangerous. 

Indochina has been engaged with the Communist-led Viet Minh 
since December 1946. For the most part, the fighting has been local- 
ized in North Tonkin. At first the Viet Minh were poorly organized. 
They fought a guerrilla war. They quickly sought and maintained 
Communist assistance in equipment and training and the provision of 
military advisers. 

In October last, the newly trained Viet Minh, fresh from training 
in the Chinese bases and using modern tactical formations and equip- 
ment with modern arms, captured two of the principal forts along the 
northeast frontier. These forts had been guarding the classic gate- 
way of invasion to southeast Asia and so the toad to Thailand and 
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Burma and India was thrown wide open. This presented a very real 
crisis indeed. 

In addition to the loss of these important positions and the Tonkin 
frontier, French strength was likewise hard hit; they lost the greater 
part of five battalions of French troops. General Carpentier was 
relieved and his replacement arrived at a time when it seemed doubtful 
that the French would be able to resist successfully another attack 
against North Tonkin. 

In December, Mr. Pleven, accompanied by a fairly large staff, 
came to this country and sought help in expediting the delivery of 
end items on the program and in expanding it. In the meantime, the 
Department of Defense acting with the Department of State had set 
up a military-assistance group under General Brink in Saigon and 
Brink immediately sought equipment and assistance from our head- 
quarters in Tokyo. He was after such bread-and-butter items as 
barbed wire, napalm, ammunition, and from us he wanted more and 
faster deliveries of aircraft. 

With the arrival of General de Lattre, who has replaced General 
Carpentier, the French troops responded quickly to the energetic 
measures which he proceeded to take and they became full of fight 
where their morale had prior to that time been considerably lowered. 

By reason of the visit of Mr. Pleven here and the steps taken by 
all the departments to get the equipment which Pleven’s staff consid- 
ered to be the most necessary for the defense of Tonkin, we shipped 
out under forced draft, so to speak, a great deal of equipment and a 
lot of it was air. 

On January 6, then, the Viet Minh struck again in force at the 
perimeter of the North Hanoi Delta to which the French had been 
confined after their catastrophic defeat in October. United States 
material was beginning to arrive in quantity and a lot of it was rushed 
from docks in the Haiphong area immediately up to combat. The 
Viet Minh were thrown back in this attack with heavy losses. 

Last April the Viet Minh again attacked, this time along the river 
Day in the south side of the salient and again they were repulsed. 

More recently now the fighting has spread to Annam and down 
south to Cochin China, and present indications are that we may have 
a period of calm here for awhile. I will tell you the present disposition 
but I would like to keep it off the record if I may. 

(Discussion off the record.) 

General Matony. The French have borne the cost of this effort 
in Indochina, of course, and these figures are some measure of what it 
has cost them. You may gather from these figures announced on 
May 9, before the operation of the Key River, so they are well below 
the full and actual figures. They are from December 1946 to the 
first of 1951. The total losses among the French colonial troops have 
been announced as 28,927. The French troops themselves included 
in that figure amounted to 10,000. The actual figure was 9,925. Then 
in this fighting they have lost 2,608 noncommissioned officers and the 
officer losses were greater than all their military schools together 
turned out for the last year. 

The cost of the war to the French to date has been about 750 
billion francs which is $2,142,000,000. 

I have a remark or two on the program itself. This program on the 
military side rests. of course, on the proposition that the interests of 
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the United States are best served in assisting these independent nations 
of Asia to resist the enlargement of the vast Asian areas already under 
the Communist domination. 

In extending military assistance to enable certain of these countries 
to stand firm as to their internal security and in turn resist Communist 
aggression and to increase the flow of the products of these regions 
which are necessary for us in both war and peace, to the friendly 
nations and correspondingly to deny them to the Communists. 

I can give you an analysis of what we regard as the present inten- 
tions of the Communists in this area. They have made clear both 
by their actions and their propaganda that their intent is to bring 

orea within the Communist orbit, to obtain Formosa, to bring about 
an all-Communist Indochina by armed actions, and to foment sub- 
version in the other countries of the area and in the long run to con- 
trol the Southeast Asian area. 

So within the world-wide responsibilities which the United States 
has to shoulder and within the limitations of its resources, our military 
program undertakes to provide heeded assistance so that the recipient 
countries may be given a chance so far as it is possible to do so by 
material means to establish and preserve their internal security and 
within certain limits to resist external aggression. 

In submitting these programs, the United States has progressively 
moved toward creation and maintenance of end items for forces de- 
termined by the Joint Chiefs of Staff as adequate to meet the situation 
within the capacity of the respective countries to employ profitably 
and to remain effective. 

We have considered the impact of this program upon the equipment 
of our own Armed Forces and we are seeking no funds which cannot be 
obligated constructively. 

That is all I have, Mr. Chairman. 

Mr. Gorpon (presiding). Mr. Griffin, have you anything further? 


STATEMENT OF R. ALLEN GRIFFIN, DIRECTOR, FAR EAST PRO- 
GRAM DIVISION, ECONOMIC COOPERATION ADMINISTRATION 


Mr. Grirrin. Mr. Chairman, some of the economic ground has 
been covered, particularly by Mr. Rusk, and I want also to limit my 
remarks to the area with which I am familiar, which would exclude 
Korea for which ECA does not expect to have an obligation hence- 
forth. I will also exclude south Asia—that is, Pakistan and India— 
although I wish to state that ECA was consulted during the formation 
of the programs for those countries by the State Department and most 
heartily concurs in the proposals that are being made. 

I would like to make a few broad remarks to start with. One is the 
fact that in all of these countries of southeast Asia, including the 
Philippines and even Formosa, the average man is worse off today 
than he was before the war. That even applies to some extent in 
Thailand where the minimum of damage and disruption was caused. 

There was not one of those countries that was not devastated 
during the war, as all were occupied by the Japanese. The Philippines 
received the major impact of that devastation and Burma was a very 
close second. » 
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There has been great devastation in Indochina but that has been 
caused by the current civil war, very little of that having occurred 
during the World War. 

I might also remark that during this entire period, until quite 
recently, nothing could be done for replacement of plant or anything 
to make up for the normal deterioration of plant. Also, there are 
only two of those countries in which pgople may normally go about 
the countryside without apprehension and fear. Those countries are 
Formosa and Thailand, although even in Thailand there is some 
dacoitism that takes place from time to time. 

Formosa is the one country where you can go, on foot or on horse- 
back, in perfect safety day or night. There is not a single guerrilla 
band operating in that country. 

All of those countries that had colonial masters, such as in Formosa 
the Japanese, in Indonesia the Dutch, in Burma the British, lost most 
or practically all of the technical and expert personnel that had been 
more or less in charge of their administration and their economies. 
In Formosa, it was practically a clean sweep. In Burma it was 
practically a clean sweep of the British. In Indonesia there has been 
a constant exodus of the Duteh, with only a comparatively small 
number in relation to the previous large numbers that had been there 
remaining and useful to the Indonesian Government. 

I think there is no part of the world where in general the effect of 
war, deterioration and devastation and of loss of people of experience, 
has had a greater impact than in this area that we are endeavoring to 
assist. 

Our missions there are in three different stages—although Asia 
presents so many special problems in each country that I would say 
we are in somewhat of a different stage in every country. Of course, 
Formosa is.one country in which we have gathered experience. The 
Formosa mission resulted from our China-aid program and was an 
extension and continuation of it. Therefore, it has really been in 
operation from the time we began to enlarge it in the spring of 1949. 
Prior to then, the major activity, of course, was on the mainland of 
China. A great deal of experience has been gathered there in the 
approach to the problem of the rural people. You are all familiar 
with the work of the Joint Commission on Rural Reconstruction which 
has been a model of western activity among oriental peoples. 

The countries of southeast Asia have programs that resulted from 
a determination by the President to extend aid to them last spring. 
In the area of China section of the Foreign Economic Assistance Act 
of June, 1950, the southeast Asian countries were in line for aid pro- 
grams, and missions have been constituted in those countries and are 
still in some categories being manned with the personnel required to 
operate them. 

The Philippine program is entirely new. It originated by the 
President’s determination, after Mr. Daniel Bell conducted his econ- 
omic-survey mission there, to extend aid, provided the Government of 
the Philippines would undertake certain measures of self-help as an 
indication of readiness to accept aid. 

That resulted in the Foster-Quirino agreement whereby President 
Quirino obligated himself to have certain legislation passed if possible 
by the Philippine Congress. Their Congress rose to the occasion, the 
legislation was passed in the spring of this year, and the initial phase 
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of the program got under way out of funds which were made available 
in January when the 3-percent transfer of ERP funds to the general 
area of China was authorized by Congress. 

So we are in these various stages and we have different results, of 
course, to report. I think part of what I have said already speaks for 
the results in Formosa. In a most difficult situation there economic- 
ally, it has been possible to maintain a comparatively stable economy 
and provide a satisfactory enotigh life to the peasants so that they have 
not been a threat to the internal security of the island. 

In the Philippines, strange to say, although our program can be 
hardly said to be launched, the anticipation of the program, the fact 
that the Americans were again to do something extensively to help 
them—extensively in a moral way more even than in a physical way— 
seems to have resulted in a new breath of spirit in the country. It even 
affected the black-market rate of the peso which, I believe, at the 
present time is 2.3 pesos where only a few months ago it had been 
over 3 pesos to the dollar. 

Now, our approach to the problems we have to face in southeast 
Asia is one that is generally the same in the southeast Asian countries. 
It is quite different in Formosa. In Formosa, as you realize, we are 
running an extremely large program for a small country. It has 
technical-assistance features, that is true, and a great deal of that 
technical assistance has been rendered by the Joint Commission on 
Rural Reconstruction. But it also has today our largest capital im- 
provement program in the hopes that we will make that island self- 
supporting. 

It also has a very extensive program in consumers’ goods and 
industrial raw materials and fertilizer—goods essential for the mainte- 
nance of supply in the island. This is necessary for several reasons: 
First, because the Chinese Nationalist Government lacks the foreign 
exchange and the reserves to maintain what is necessary in the way of 
importation in an island that cannot support itself and also support 
a military force of over half a million people on the payroll; second, 
to preveut inflationary disaster. 

While the situation is in many respects comparable to the situa- 
tion in Greece, which has a somewhat similar population but, of course, 
was supporting a war, Formosa nevertheless has to support a National- 
ist Government on top of its provincial government and an army, 
navy, air force and civilian war workers of approximately 600,000 
people, as against the support that Greece has had to give to an 
army of approximately 150,000. 

Therefore, we have endeavored last year, that is, in fiscal 1951, 
and this year in fiscal 1952, to increase our capital-investment pro- 
gram, so to speak, in Formosa, with the hope that increasing self- 
sufficiency will result. 

In the other countries of southeast Asia our programs are based 
essentially on endeavoring to strengthen those governments in an 
administrative sense, to bring about some impact on government and 
on people that particularly will increase the loyalty of the peoples to 
their governments and their support of their governments, and to 
break certain economic bottlenecks. 

Those bottlenecks exist to a greater or lesser degree within each 
of the countries. In tackling the job of breaking those bottlenecks 
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we emphasize the principle of jointness, which is the way we go at 
all the problems we seek to solve throughout that part of the world. 

I can only state when we first entered Burma it was difficult for 
the Burmese to believe that our approach did not veil something that 
might be unsatisfactory to them. They were filled with the fear 
that a new type of colonialism might succeed the old type they had 
thrown out. They were extremely suspicious of us. : 

Our first approach in trying to break down that suspicion was the 
joint method of programing. The fact was we had nothing to hide. 
We entertained with them the prospect of jointly preparing ideas for 
aid within the limited means we expected to have available. This 
principle of jointness we have followed throughout. 

In it also we have further explored and have come to realize very 
realistically the weaknesses that those governments have—the lack 
of technical assistance; the lack of bureaucracies that are trained in 
their work. It is quite a different matter to approach a European 
country on the basis of evolving a program and have experts produce 
for you a very well thought-out program, with all the blueprints in 
shape, and all the plans and statistics prepared. There is no such thing 
in southeast Asia. 

The most competent bureaucracies are in Formosa and Thailand. 
In the other countries they are new; they are partial, and they are 
inexperienced. Many times you feel that a government minister 
probably has not a deputy who is adequate to backstop him in his 
work. This has meant that in evolving our program we have had to 
work with them right from the beginning. 

In one of these countries I was present in the STEM office last fall 
when the Secretary General of the Planning Ministry came in. He 
was somewhat embarrassed, but at least he was frank. He stated it 
was impossible for his office to make out the proposals on the forms 
that we had submitted. He made the request to the mission chief 
that we furnish out of our own personnel the people to go to their 
offices and work with them on ideas that had generally been accepted 
and screened by them, and again screened by us, in order that the 
formal proposals might be sent out on the blanks provided in those 
pieces of paper we had. 

We did that. Otherwise, that government would have been 
probably unable to submit a proposal to us. 

In those countries the process of working out proposals for us has 
sometimes caused a great deal of delay due to inadequacies in their 
bureaucracies. The process is somewhat as follows: The Government 
sets up an administrative piece of machinery—a committee of some 
sort, like the Burma Economic Aid Committee—that will handle the 
applications from the ministries for aid programs. Meanwhile in 
those ministries, the Ministry of Health, for instance, and Ministry 
of Agriculture, and the Ministry of Industry and Commerce, our own 
STEM staff members will have had conversations and will have 
already given them a preliminary idea of the scope within which they 
must remain and the sorts of things that would in all probability be 
the most appealing. 

In short, we do not like to have them think at an early time, and 
then be turned down later, that we would be interested in helping them 
to erect plants for the extraction of fissionable materials, or to build 
cyclotrons, as was wanted in one instance. 
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This preliminary work was done, and these ministries submitted 
their proposals to the committee that was formed for screening. Our 
STEM’s work very closely with that committee, so that at the time 
the screening is accomplished by the committee the probability is 
that they will not be submitting to us projects we would turn down. 
We feel strongly that it is not desirable to permit, through a lack of 
interchange of intelligence between us, any ideas that would encourage 
them, or lead them in a mistaken way to submit proposals that were 
certainly doomed to be turned down. 

So those proposals reach this committee, and the committee 
screens them, and those screened proposals go to our STEM for 
reconsideration and thorough study, preparatory to justifying the 
proposals to ECA in Washington. These proposals then come to 
our office here, and again they are screened as to practicality, and as 
to the justifications offered by the STEM’s, and as to the materials 
that are required for the program—in short, everything possible in-a 
positive way to promote the program. Where we find negative 
reasons that have to be considered where it might be impossible to 
see that request through, then we engage in correspondence, usually 
by cable, with the STEM, to endeavor to get an adjustment made in 
on proposal, so that in general it can go through in some satisfactory 
shape. 

So this principle of jointness goes all the way through in our 
operations with those governments. Similarly, after projects are 
accepted it is not our purpose to have scores of Americans going out 
in the public health field, doing all the field work for the governments 
that are the recipients. On the contrary, while the people we send 
out there must be people who will work in their shirt sleeves—we do 
not want advisers, and those governments, by and large, do not want 
advisers: they want workers on our part, and we have to provide 
workers—nevertheless, the first work our people do is the training of 
the local people who must be the semitechnicians to help carry out 
the program. 

Therefore, if we are going into a malaria program in one part of one 
country, or if we are going into a program to apply aureomycin to the 
eves of the people who are suffering from trachoma, there is first a large 
training schedule of the local people, the indigenous people who have 
to be our right hands. Our people sally forth with them and actually 
get the work done. This will apply also in the field of agriculture, 
where we feel that our impact—and it is not only a temporary impact 
we are after, but it must have a permanent nature also—in extension 
work is through the training of the native people to carry on the 
extension work and to do it side by side with us, so that when the 
time comes that American aid is no longer available, this training 
will have been accomplished and this Government will have a going 
machine to carry on the work. 

The idea, of course, in carrying this out, lies in our capacity to 
attain the thing we have striven for the most, which we call the village 
approach. It is one thing to bring aid and services to the rural areas 
and be ships that pass in the night. It is another thing to build up the 
government services. It is still another thing to build up a nucleus 
in each village which belongs to the team. That is our greatest desire 
to docshaiitial that throughout the villages of southeast Asia, in the 


Philippines, Thailand, Burma, and Indonesia. 
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The difficulty in the approach to mainland China had been that we 
had never had time to succeed. There had not been a JCRR early 
enough to do the village work among the Chinese on the scale that 
would have been necessary. Whatever had been done by missionary 

roups and by various private groups, and an occasional job by 
UNRRA, and a few of the little ys done by ECA, was piecemeal, 
and only organized on a very minor scale. 

It is our hope that by this village approach we will not only form 
in each locality the nucleus to continue the program, but in addition 
to that will give them a sense of belonging to something which is 
worth while. 

Incidentally, that would mean in most Asiatic localities perhaps 
the first specific instance known in that locality of what we call civic 
spirit, and what is really unknown among Asians. 

I want to mention, too, at this time the importance of counterpart 
itself in that part of the world, and how much those countries are 
doing about counterpart. 

Here again it was a different proposition in many respects than in 
Europe, where we had broad supply programs that immediately fur- 
nished counterpart through sales proceeds. Actually, in short, the 
counterpart of the American dollar was raised by the rapid sale through 
commercial channels of the products which were imported from this 
country, and those sales proceeds accrued to the recipient government, 
to be used on projects and in various ways, according to agreement 
between that government and our missions in the field. 

In Asia, or a number of countries of Asia at any rate, there is 
comparatively little in the way of sales proceeds in our programs. 
Of course, that is not so in the case of Formosa, in which there is a 
tremendous sales proceeds program, due to reasons I have already 
given to you, to maintain essential supplies and also to prevent an 
inflationary condition from again sweeping the Chinese off their feet. 

In that connection I will say also that practically 50 percent of our 
program in Indochina is sales proceeds, because it would be impossible 
to get from the governments of the associated states the wherewithal 
otherwise to handle the programs we are operating. In short, 
Indochina isrunning up against a very seriousdeficit. Ithas only been 
given very recently the authority to levy and collect taxes. It has a 
military establishment to support. It would be impossible for it to 
furnish counterpart on the basis of commensurate value. 

In the Philippines also we have a considerable sales proceeds pro- 
gram. In Burma we have a very small sales proceeds program. 

Generally speaking, in Thailand and Indonesia we do not have a 
sales proceeds program; but in Indonesia we have the sales proceeds 
of the previous program that was handied through the Dutch, when 
the Dutch were operating there, to live upon. Therefore, in these 
other countries, the Governments must through tax resources and 
other budget resources to a great extent finance the local currency 
costs. Local currency costs are borne more heavily in that respect 
in this part of the world by some of those countries than they have 
been anywhere that ECA has operated before. 

Incidentally, also, no programs there could succeed without a very 
extensive use of counterpart. Actually, what we need in the field 
there is local currency. We need local currency more than dollars, 
in & way. 
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We have asked in this legislation also that Congress make it possible, 
when in the judgment of the Administrator it is advisable, for dollars 
to be directly used to acquire local currency. I hope very much that 
it can be done. 

If there were any period of interruption of commerce when our 
deliveries were retarded for awhile, and we could not have on hand, 
coming into the pipeline, the equipment and supplies we had ordered, 
we would like the privilege to have our programs continued by using 
dollars directly, if necessary, or as advances to those governments 
to be repaid later as our equipment comes in, in order that our program 
should not in any respect be retarded. 

The results of our programs are as yet difficult to measure in 
southeast Asia countries. I mentioned the results, which you are 
well aware of, in Formosa, and an anticipation by the Filipinos of 
desirable results. But when it comes to Burma, Thailand, Indonesia, 
and Indochina, we can state certain things that are being done that 
we think are good and will be better, but it is yet too early to say 
the extent to which we have strengthened those governments, because 
we cannot put our finger on anything exact enough to boast about. 
We do believe that they are immensely encouraged by our presence. 
We think that their reaction to the thought, “Well, next month more 
technical assistance will come in, and the following month more will 
come in,’’ does encourage them as they meet, or try to meet, some of 
the problems that are really piling up over their heads. 

However, to give you an exact list of accomplishments we can 
point to and say, “These have made conditions materially better in 
these countries,” would be impossible for us to do at this time, frankly. 
We hope that by the continuation of these programs throughout 
another year, when we next come before this body, we will be able to 
give the sort of evidence that makes you feel that the programs are 
highly justified in poimt of results already attained. 

We are convinced that our work is essential to that part of the world. 
We are convinced also that given good men—and we try hard to get 
good men—and given a pipeline which is kept reasonably well filled— 
and we have at last gotten it reasonably well filled— that we can doa 
great deal in those countries not merely to halt communism but to 
give them forward-looking hopes, to help them present themselves as 
the great assets to the world that they are. 

When one speculates on what that part of the world means to the 
entire world and how important it is to keep the balance of power in 
the world situation, I think that our program, modest though it is, 
can find its justification i in probable results that can be in our opinion 
attained. 

Chairman Ricnarps. I think the best way to proceed would be 
under the 5-minute rule first. The members will direct their questions 
to the members of the team, who will cover what they are inquiring 
about. 

Mr. Chiperfield. 

Mr. CurperrFietp. Mr. Secretary, when we considered the programs 
in the Near East and independent Africa, each member of the com- 
mittee was given a summary of those programs by country and object, 
and also certain detailed proposals. Do you have a similar breakdown 
for the members of the committee? 
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Mr. Rusk. We have a breakdown, Mr. Chiperfield. 

Mr. CuHIPERFIELD. It is in this book here—in the Near East. 

Mr. Grirrin. We submitted to the staff a number of copies of the 
fiscal 1951 and fiscal 1952 programs. 

Mr. CuiPEeRFIELD. It is not so much that we can absorb the details 
and all that, but we want to know what you have. 

_ Mr. Rusk. We are very anxious to get that information to you, 
sir. 

Chairman Ricnarps. You want the 1952 program in the record, if 
it is not already in there. 

Mr. CuiperFieLp. All we have so far is just the totals. 

Mr. Grirrin. For instance, here is a fiscal 1952 breakdown by gen- 
eral projects. The first page is “All Southeast Asia’ and then 
country by country follows. 

Mr. Smiru. Will that go in the record? 

Chairman Ricwarps. Is that what you are asking about? 

Mr. CurperFietp. Yes. I want to get the breakdown so that we 
will know the nature of the programs. 

Chairman Ricuarps. You have no objection to placing this in the 
record; have you? 

Mr. Grirrin. We have none. This was marked “Restricted” only 
to keep it in that form until it is submitted to this committee. 

Chairman Ricuarps. Without objection, this program copy will 
be placed in the record. 

Mr. Grirrin. There are minor revisions we will have to give you. 

Chairman Ricuarps. Please do that before you give it to us. 

(The documents referred to are as follows:) 


FiscaL” Year 1951 Procram 


All southeast Asian countries: Summary table—Estimated dollar cost of program 
by country and major cost components 


[Dollar costs, in thousands] 








| | 
| | Cost of services 
Total | Cost of See ee ee ee eee 
; dollar | supplies | } 
Country cost of | and equip- | Technical 
program ment | Total | assistance 
} | 

} 


ah ee ad 3 92, 621 91, 416 | | 
Philippines_- Soi 5, 13, 975 | | 
Indochina - slates — y 21, 542 | | 
Burma. _- ‘ wwal , 774 | 9, 298 | , 476 | 
Indonesia __ EP a ee Ee , 973 | 7, 055 | | 
Thailand __ einen aes 8, 876 | 8, 054 | 
All southeast Asian countries_--_-.--_-.-- 57, 07: 151, 340 

Unallocated program costs... .........--- | 5 - 246 


5,978 | 


Total cost, southeast Asian programs.| 5 157, 318 | 151, 340 | 
| 





1 Experts sent to country. Cost shown represents actual dollar obligations. 

2 Persons brought from country for training. Cost shown represents actual dollar obligations. 

3 Net basis. Excludes funds released from previous vear’s obligations. 

4 Includes total cost of contract with United States engineering firm. 

5 Includes $34,000 MD AP funds used for salaries and other dollar expenses of initial group of technicians 
sent to inaugurate health program. . ; 

* Provides for an estimated 275 persons and covers additional services rendered under engineering con- 
tracts. 

? Provides for 73 persons. 
» Obligated under an agreement between ECA and the Federal Security Agency (U. 8. Public Health 

rvice). 
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TaBLe 1.—Formosa: Estimated dollar cost of program by major project category 
{Dollar costs, in thousands] 





























Cost of services 
Total dol apple ; 
ot ol- supplies 
Major project category lar cost | and equip- Technical 
ment Total assistance | Trainees?! 
experts ! 
| 
| SIGE SEE RIERA CRO, SE FARE: SA | RIOT Saher ba desagote isb<n tibidiigide 
2. Public health. .........---....- Sivawiat 68 18 | 50 | 11 39 
3. Agriculture, forestry, fisheries __._-___- 334 180 | 154 100 54 
4. Transportation, power, other public 
en, CARES OR OE ETE. NES AREY 12,077 12, 053 | Mii eae 4 
5. Handicraft and manufacturing, mining, 
other industry. ....-.......--..-..-.- 1, 704 1, 659 | re eee eee 45 
6. General engineering advisory services- | Sa 3 884 | he eel 
VF, EL oda 5 Sal Jace sabes eerecedce ag Se eA op es } 19 
8. Public administration. __._..._......--- Sy BES secon ib eee .| 29 
9. Maintenance of essential supply ¢. aie 77, 506 Xf eer one j------ Jescigheueh a 
Total dollar cost of program. -_..-. -- 92, 621 91, 416 1, 205 5 995 6210 





1 Experts sent to country. Cost shown represents actual dollar obligations. 

2 Persons brought from country for training. Cost shown represents actual dollar obligations. 

3 Total cost of contract with United States engineering firm. 

4 Common-use items plus requisites for production and other essential civilian supplies. 

5 Provides for an estimated 25 persons and covers additional services rendered under engineering contract. 
6 Provides for 50 persons. 


TABLE 2.—Philippines: Estimated dollar cost of program by major project category 


{Dollar costs, in thousands] 





| | Cost of services 
Cost of |___ 





| Total dol- | supplies | | 











Major project category | her onet and equip- | | Technical 
ment Total | assistance | Trainees? 
| experts! 
es aie 
1, Emergency relief_......................- Se Pera ae ‘ers A ee ; 
So 7. PS ee mee | 596 546 50 | _ ) ao 
3. Agriculture, forestry, fisheries________- 2, 722 2,477 | 245 a 
4. Transportation, power, other public. | 
works_- 3, 633 3,423 | 210 i, Ey ee 
5. Handicraft and manufacturing, mining, | | 
PSE eRe 4 eeee 778 | 663 115 fae ee 
4. General engineering advisory services _.|..........-- ees eS SEES te TOR) Fa Ese’ Ee ee . 
yA aaa aS Re 218 188 30 | 5 eae 
8. Public administration. ___-_.....-...--- ig TSS | 375 | See Bavsasaen<- 
9. Maintenance of essential supply 4... ._-. 6, 678 Sy See eT AS EASE SE 
Total dollar cost of program _..--.--.-- 15, 000 13, 975 1, 025 ht RARER — 














| Experts sent to country. Cost shown represents actual dollar obligations. 

2 Persons brought from country for training. Cost shown represents actual dollar obligations. 
3 Requisites for production plus other essential civilian supplies. 

« Provides for 69 persons. 
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TaBLE 3.—Indochina: Estimated dollar cost of program by major project category 
[Dollar costs, in thousands} 
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Major project category 


| Cost of services 
Cost of 
supplies 
and equip- 
ment 


| Technical 
assistance 
experts! 


| aaa 
| Total dol- | 

| lar cost 
Trainees ? 
| 


Total 





. Emergency relief 
2. Publie health ah Seidellagtd 
3. Agriculture, forestry, fisheries... _- 

. Transportation, power, other public. 


5. Handicraft and manufacturing, mining, 
other industry 


;. General engineering advisory ‘services- 


. Edueation 
. Public administration 


~ 30 
334 
11, 605 


. Maintenance of essential supply 


Total dollar cost of program 21, 542 286 





1 Experts sent to country. Cost shown represents actual dollar obligations. 

2 Persons brought from country for training. Cost shown represents actual dollar obligations. 

3 Includes $34,000 MDAP funds used for salaries and other dollar expenses of initial group of technicians 
sent to inaugurate health program. 

4 Requisites for production plus other essential civilian supplies. 

$ Provides for 26 persons. 


TaBLe 4.—Burma: Estimated dollar cost of program by major project category 


[Dollar costs, in thousands] 








Cost of 
supplies 
and equip- 
ment 


Total dol- 


lar cost iT echnical 


| assistance 
experts ! 


Major project category 
Trainees ? 


| 
| 
| 
| 
| 


| 
| 
| 
| 
| 
| 
| 
| 
| 





. Emergency relief 
2. Public health 
Agriculture, forestry, fisheries___- 
. Transportation, power, other public | 
works.__. } 
. Handicraft and manufacturing, mining, 
other industry -____- a 
}. General engineering advisory services. 
8. Public administration _ - a 
. Maintenance of essential supply ee 
‘1, 47 6 51,458 


Total dollar cost of program _- 10, 774 | 





| Experts sent to country. Cost shown represents actual dollar obligations. 

? Persons brought from country for training. Cost shown represents actual dollar obligations. 

’ Total cost of contract with United States engineering firm. 

* Requisites for production plus other essential civilian supplies. 

5 Provides for an estimated 54 persons and covers additional services rendered under engineering contract. 
* Provides for 3 persons, 
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TaBLe 5.—Indonesia: Estimated dollar cost of program by major project category 


{Dollar costs, in thousands] 





Cost of services 




















Total dol ome So 
% otal dol- | supplies 
Major project category lar cost | and equip- Technical 
ment Total assistance | Trainees ? 
experts ! 
PO ES ae Cy LT Aes he Fe SE 
5, ( * Saar aetiion 2, 836 7 100 Ree 
3. Agriculture, forestry, fisheries___---_-.- ne 2, 548 2, 435 113 102 ll 
4. Transportation, power, other public 
SRE RT Sa CS ees re ee ID AOC Smaee so PR baveseo 
5. Handicraft and manufacturing, mining, 
SN I  nctiadicmediccndunenense 1, 889 1, 884 5 gp CEES a 
6. General engineering advisory services --. BD Pewcsivds—cea 3 700 OPE BiG isccatten 
|S RRO R PERIL EE, SE ST ELE eee TR ee 
8. Public administration... ..........- didaliveudcopdiph tes sdtbobclabil coveanndeneel.dcnceldeeusbias 
9. Maintenance of essential supply - --...-.|--.---------|---------- A REST RARE TE! es ee 
Total dollar cost of program ----..---- 7, 973 7, 055 918 4907 | $11 











1 Experts sent to country. Cost shown represents actual dollar obligations. 


2 Persons brought from country for training. 


* Total cost of contract with United States engineering firm. ) 
4 Provides for an estimated 39 persons and covers additional services rendered under engineering contract. 


5 Provides for 6 persons. 


Cost shown represents actual dollar obligations. 


Tasie 6.—Thailand: Estimated dollar cost of program by major project category 


[Dollar costs, in thousands] 





Cost of services 




















windine pe ad 
? : ‘ot ol- | supplies 
Major project category lar cost | and equip- Technical 
ment Total assistance | Trainees ? 
experts ! 

ef sb Es rae A eae ; 4 SS a Se . 
SR ae ee 2, 008 1, 547 461 450 ll 
3. Agriculture, forestry, fisheries... --...--- 2,317 2, 100 217 175 42 
4. Transportation, power, other public 

works oR Sas hn Sy ae 3, 932 3, 818 114 110 4 
5. Handicraft and manufacturing, mining, 

Se ET a ce ce cnducecenteusesss 619 589 30 OD Eivcsticaad 7 
6. General engineering advisory services _- So SIR SS}. Se ie OSES ee 
RA OS ES Te eee A eae eve ey te ST MENm re tee, et lS ee 
EE SEE TEE TEES: | Ss es es 
9. Maintenance of essential supply - - ------ duateichadlicttedcdsancslsacccceseen]sbesusytehapusnbaadeeos 

Total dollar cost of program. -.-_---- 8, 876 8, 054 822 3765 | 457 














1 Experts sent to country. Cost shown represents actual dollar obligations. : 
2 Persons brought from country for training. Cost shown represents actual dollar obligations. 
3 Provides for 62 persons. 
4 Provides for 14 persons. 








eh OS OS ee 


eonarem 
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FiscaL YEAR 1952 Procram (ILLUSTRATIVE) 


All southeast Asian countries: Summary table—Estimated dollar cost of program by 
country and major cost components ! 


[Dollar costs, in thousands] 





| | = 
c f | Cost of services 
Total dol- | ost of | 
| supplies 
ee of program | | and equip- | | Technical | 
ment | Tots | assistance | Trainees # 


experts? | 


| 








$1,244 

540 ' 

780 | 

. 9 41,348 | 

Indonesia a . f #1, 234 | 
Thailand ‘ , 595 5 1, 020 | 


All southeast Asian countries__- ‘ 5, 524 | 3, 676 | 56, 166 


' Does not include any portion of funds that may be approved for basic materials tines? (in title I 
of proposed Mutual Security Act). 

2 Experts sent to country. Cost computed on uniform basis of $12,000 per person, allowing for average 
lapse of 3 months. 

3 Persons brought from country for training. Cost computed on uniform basis of $5,000 per person. 

4 Includes total cost of contract with United States engineering firm. 

+ Provides for an estimated 389 persons and covers additional services rendered under engineering con- 











tracts. 
¢ Provides for an estimated 502 persons. 


TABLE 1.—Formosq: Estimated dollar cost of program by major project category ' 


{Dollar costs, in thousands] 





Cost of services 
Cost of 
a Total dol- supplies 
Major project category lar cost | and equip- Technical | 
ment { | assistance | Trainees * 
; experts? 








. Public health taal 

. Agriculture, forestry, fisheries 

. Transportation, power, other public 

works 

. Handicraft and manufacturing, mining, 
other industry 

General engineering advisory services-_- 

. Education _- 

. Public administration ___ a ce 

. Maintenance of essential supply 5 _____- 67, 190 3 67, 190 | 


60 


COND OH ezer 





Total dollar cost of program __-___-___- 90, 000 | | . 7 a | 5 7 550 





! Does not include any portion of funds that may be approved for basic materials Reid (in title I 
of proposed Mutual Security Act). 

2 Experts sent to country. Cost computed on uniform basis of $12,000 per person, allowing for average 
lapse of 3 months. 

4 Persons brought from country for training. Cost computed on uniform basis of $5,000 per person. 

* Total cost of contract with United States engineering firm. 

5 Common-use items plus requisites for production and other essential civilian supplies. 

6 Provides for an estimated 52 persons and covers additional services rendered under engineering contract. 

’ Provides for an estimated 110 persons. 
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TABLE 2.—Philippines: Estimated dollar cost of program, by major project category ! 
[Dollar costs, in thousands] 





























! 
Cost of services 
Total dol eae : | 
ot. ol- | supplies 
Major project category lar cost | and equip- Technical 
ment Total assistance | Trainees ® 
experts ? 
CEE TIA LEIS SNS IRA SEL ES Pees Ea (ae 
OP en Er eae 2, 250 | 2, 084 166 70 
3. Agriculture, forestry, fisheries....._____- 10, 050 9, 784 266 216 
4. Transportation, power, other public 
WO etixtinhndcdnas eetdgtimmesine apelin 3, 450 | 3, 263 | 187 | 12 | 175 
5, Handicraft and manufacturing, mining, | 
other industry.......................- 450 | 438 | 12 | fall ee 
6. General engineering advisory services_-_|..-...-...-- canes ee Pe ERR S  pigeseniriote 
Su ed iin wiin cnt dps oo ada 500 | 333 | 167 | 132 | 35 
8. Public administration. ___-..........--- 500 | 308 | 192 | 72 | 120 
9. Maintenance of essential supply ¢----_-- 18, 200 | 18, 200 | See ee nee ee 
Total dollar cost of program -------.- 35, 400 | 34, 410 | 990 | 5 540 | 6 450 
| ! | 





1 Does not include any portion of funds that may be approved for basic materials development in title I 
of proposed Mutual Security Act. 

2 Experts sent to country. Cost computed on uniform basis of $12,000 per person, allowing for average 
lapse of 3 months. 

3 Persons brought from country for training. Cost computed on uniform basis of $5,000 per person. 

* Requisites for production plus other essential civilian supplies. 

5 Provides for an estimated 45 persons in addition to those for whom funds were obligated in fiscal year 1951. 

6 Provides for an estimated 90 persons. 


TaBLe 3.—Indochina: Estimated dollar cost of program by major project category! 


[Dollar costs, in thousands] 


























L Cost of services 
Total dol- | one 
; a otal dol- | supplies | 
Major project category lar cost | A. | Technical 
| ment | Total | assistance | Trainees * 
| experts ? 
j = | 
1. Emergency relief 1, 600 1, 576 | 24 i ES 
SII ansnescorcintesososcsmedinn 6, 440 | 6,026 | 414 | 324 9 
3. Agriculture, forestry, fisheries... _______- 2, 490 2, 230 | 260 | 180 80 
4. Transportation, power, other public } 
| SD i ae 2,950 | 2, 863 | 87 | 72 | 15 
5. Handicraft and manufacturing, min- 
eee 510 | 459 | 51 | 35 15 
6. General engineering advisory services_--.|-.........--.-|.-...------- [resssewenp PERE) NAPE: ~ 
Fi RD lite occas onnsdatedtecas<cmadas 400 | 106 | 294 | 144 150 
8. Public administration. ...............-.]....----..- ee oe 1a os aanineeben linbeesedoustbunsebveb seo 
9. Maintenance of essential supply ¢_-_--- 14, 910 | 1 PR Oe NRE ae ee 
Total dollar cost of program _ _.---- 29, 300 28, 170 1, 130 | 57 | 6 350 . 
| 





1 Does not include any portion of funds that may be approved for basic materials development (in Title 
I of proposed Mutual Security Act). 

2 Experts sent to country. Cost computed on uniform basis of $12,000 per person, allowing for average 
lapse of 3 months. 

3 Persons brought from country for training. Cost computed on uniform basis of $5,000 per person. I 

4 Requisites for production plus other essential civilian supplies. 

5 Provides for an estimated 65 persons. 

6 Provides for an estimated 70 persons. 
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TaBLe 4.—Burma: Estimated dollar cost of program by major project category ' 
(Dollar costs, in thousands] 





Cost of services 
| | Costof | 
| | 





Total dol- supplies 
lar cost | and equip- 
ment 


Major project category | Technical | 
Total assistance Trainees * 
experts ? 





1. Emergency relief_- 
2. Public health 

3. Agriculture, forestry, fisheries 

4. — rn power, other public 


5. Handicraft and manufacturing, mining, 
other industry 
-; General engineering advisory services. _ 
. Education 
8. Public administration... _.__- ak 
9. Maintenance of essential supply i 





Total dollar cost of program 12, 952 
| 


' 





1 Does not include any portion of funds that may be approved for basic materials dev ime (in title I 
of proposed Mutual Security Act). 

? Experts sent to country. Cost computed on uniform basis of $12,000 per person, allowing for average 
lapse of 3 months. 

3 Persons brought from country for training. Cost co a on uniform basis of $5,000 per person. 

4 Total cost of contract with United States engineering 

5 Requisites for production plus other essential civilian supplies. 

¢ Provides for an estimated 67 persons and covers additional services rendered under engineering contract. 

’ Provides for an estimated 40 persons. 


TaBLeE 5.—Indonesia: Estimated dollar cost of program by major project category | 


[Dollar costs, in thousands] 





| 
| T et dol- 


| 

| 

| 

| Cost of 

| supplies 

| and equip- Technical 
| 

| 

| 

| 





| 
Cost of services 
! 


Major project category 
ment ote assistance Trainees 4 
experts ? 





. Emergency relief 
2. Public health 
3. Agriculture, forestry, fisheries. 7 
. Transportation, power, other public. | 
works 7 36 | 
. Handicraft and manufacturing, mining, | 
other industry 500 100 
. General engineering waisted services. 550 . 4550 | 
. Education ___- ; | 300 72 
. Public administration _ al 400 330 | 
. Maintenance of essential supply _- dohes Riana 








‘Rakeon ers Rie Nisan sees tm ete 
Total dollar cost of program 8, 000 | 6, 191 | 1, 809 51, 234 


1 Does not include any portion of funds that may be approved for basic materials deve ound (in title 

I of roposed Mutual Security Act). 
xperts sent to country. Cost computed on uniform basis of $12,000 per person, allowing for average 

eens of 3 months. 

3 Persons brought from country for training. Cost computed on uniform basis of $5,000 per person. 

‘ Total cost of contract with United States engineering firm. 

5 Provides for an estimated 75 persons and covers additional services rendered under engineering contract. 

* Provides for an estimated 115 persons. 
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TaBLE 6.—Thailand: Estimated dollar cost of program by major project category ! 


[Dollar costs, in thousands] 





























| Cost of services 
Total dol ae ; | a 
; = A 3 otal dol- supplies 
Major project category lar cost | and equip- | | Technical 
; ment |, Total | assistance | Trainees 4 
| experts 2 
| 
| 
© SOI -5 <5 cnhicevoac Sade aes ‘ Salome a Se See 25 SRLS 
ea” Re eS oe 2, 860 2, 404 456 336 120 
3. Agriculture, forestry, fisheries. __.. ao 2,310 1, 668 642 432 210 
4. Transportation, power, other public | | 
oe a oowenehinee a 250 147 103 | 48 55 
5. Handicraft and manufacturing, mining, | 
other industry. -_..-.......-- biccaaicarss 650 590 | 60 hie 
6. General engineering advisory services__..|........-.- Cease dcceweadloosencesieeha ladasdnctall pelanamnprinter tse 
Es SE antincinbnssddénccesabtnant | 930 786 | 144 | 144 |-.-......-.. 
8. Public administration _ _.____- ae STEED L atotibalpeass>Ssavealaie Eee aeien side Seth. A Bal 
9. Maintenance of essential supply. - -.-.-..|------------|---------- adivechwekannne Do Lneenssermaibied li ee 
Total dollar cost of program. __-..-.. | 7, 000 5, 595 1, 405 41,020 5385 
' 





1 Does not include any portion of funds that may be approved for basic materials development (in title I 
of proposed Mutual Security Act). 

2 Experts sent to country. Cost computed on uniform basis of $12,000 per person, allowing for average 
lapse of 3 months. 

3 Persons brought from country for training. Cost computed on uniform basis of $5,000 per person. 

4 Provides for an estimated 85 persons. 

5 Provides for an estimated 77 persons. 


Mr. CutrerFIeLp. I would like to ask General Malony a question 

(Discussion off the record.) 

Mr. CuiperFiecp. I understand, sir. 

Chairman Ricnarps. Will the gentleman yield before you are fin- 
ished? 

Mr. CHIPERFIELD. Yes. 

Chairman Ricuarps. General, is it not a fact that the cost of the 
Indochinese operation by the French has just about cost them what 
our military aid has cost that we have furnished to the French today? 

General Matony. That we furnished the French? 

Chairman Ricuarps. Yes. I think you said a few billion dollars. 

General Matony. Yes; close to $2 billion. 

Mr. Cootey. I think it is approximately the same as economic aid 
that has been given France in the ECA program. That is the state- 
ment that has been made in the record from time to time, I believe. 

Chairman Ricuarps. That is, the cost of the Indochina opera- 
tion 

Mr. Cootey. To France, has been approximately the same or the 
equivalent to the amount of ECA aid France has received. 

Chairman Ricuarps. Yes; but it did not include the military aid? 

Mr. Coo.ey. That is my understanding. 

Mr. CurperFIeL.p. I have no more questions at this time, Mr. 
Chairman. 

General Matony. May I make a statement off the record? 

Chairman Ricwarps. Yes. 

(Discussion off the record.) 

Chairman Ricnarps. Mr. Carnahan. 

Mr. Carnanan. No questions, Mr. Chairman. 

Chairman Ricwarps. Mr. Smith. 

Mr. Smita. Mr. Rusk, is there some danger that if we project our 
military strength in the Pacific, that the Chinese Communists, 
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especially, have a very good argument that we are bent upon conquest 
and the setting up of a sphere of influence of the white man against the 
yellow man? 

Mr. Rusk. I think, Mr. Smith, they will undoubtedly make that 
argument. They have made it persistently in the last 2- or 3-year 
period. We believe that that is an argument which we will have to 
face and refute, because the Chinese Communists are confessedly a 
part of a combination which itself is out to commit aggression, not 
only in its own immediate neighborhood, but ranging far beyond its 
immediate borders. 

The WFTU plan for the conquest of Asia seems to be still upper- 
most in their minds. We have now no doubt they have Japan as a 
target, Korea as a target, and southeast Asia as a target. We do 
think that it will be possible to demonstrate to the great masses of the 
people of Asia that we were not the ones that invaded Korea; that we 
were not the ones who embarked on this program of aggression; that 
we are ready to work with the people of the area to maintain their own 
essential security. 

It will give the Communists a propaganda point, but it is a point 
which they will use in any event, and we cannot afford to let our 
security suffer for that particular reason. 

Mr. Samira. I suppose as the matter now stands, when you think 
of China in the hands of the Communists, that therein is the greatest 
concentration of Communists in the world today. 

Mr. Rusk. That is the greatest concentration of people under 
Communist control. Yes, sir. 

Mr. Smirx. Now, we justify our action there on the grounds of 
morals. It isa moral approach. We think it is the right thing to do. 
Actually for those whom we are assisting, taking the people of Thai- 
land, Indochina, and Burma, do they canine the matter on the 
same basis of moral standards that we have, or are we trying to 
impose our set of morals upon that part of Asia? . 

Mr. Rusk. I believe that we can come to a common ground with 
most of these peoples and the governments of Asia on the basis of the 
principles written into the Charter of the United Nations. That is 
a shori-hand way of saying it. 

I think if we could look at the preamble in articles 1 and 2 of the 
Charter, we would find there a number of broad propositions about 
the kind of world we thought we were moving toward at the end of 
World War II, which would be entirely agreeable to the people of 
Asia as well as to us, and which would, in fact, represent our basic 
common interests. 

Mr. Smiru. Are most of these countries in the United Nations? 

Mr. Rusk. Yes, sir. Afghanistan, Pakistan, India, Burma, Thai- 
land, Indonesia, the Philippines, and Formosa are all in the United 
Nations. The Associated States of Indochina, Ceylon, and Korea 
are not members of the United Nations, and Japan is not a member 
of the United Nations. 

Mr. Sarr. I have a question for the general. May I have your 
attention, General Malony? 

General Matony. Yes, sir. 

Mr. Smirx#. Would you say that the great drive that is going on 
there now in southeast Asia is one that is designed to get to the great 
natural resources of that area of the world, which are considerable? 
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Do you not think that that is the motive of the Communists in China 
especially today? 

General Matony. Of course, that would be one goal, surely. 
For instance, a blow down through Indochina dislocating the French 
would be a very short route to the tremendous rice-producing areas 
of Cochin China. Similarly, a blow against Burma would push them 
down into one of the largest rice-producing countries of southeast Asia. 
The same might be said of Thailand. I do not think that would be 
one of their principal military objectives, but I do think it would be 
a very important objective. 

Mr. Smira. In that whole area there is considerable tin, rubber, 
and oil? 

General Matony. That is right. 

Mr. Smit. Those are certainly natural resources they need for 
their industrial machine if they are going to continue this military 
expansion program. 

General Matony. That is true. 

Mr. Smiru. That is all, Mr. Chairman. 

Mr. Rusk. May I add a statement on that last point? 

Mr. Smiru. Yes. 

Mr. Rusk. Not only is the intrinsic worth of southeast Asia impor- 
tant as a possible target, but also the relation between southeast Asia 
and Japan is important. Japan is going to have a difficult problem at 
best in adapting itself to the new conditions in which it finds itself. 

If southeast Asia falls under hostile control it is going to complicate 
the Japanese problem many times over with respect to the area as a 
source of raw materials and as a place for the markets they need. 

Mr. Grirrin. May I add a statement there? 

Chairman Ricuarps. Mr. Griffin. 

Mr. Grirrin. To point up the importance of what Mr. Rusk said, 
in 1949 SCAP made its first barter arrangement with Thailand, and 
that has been continued since. I believe the first barter arrangement 
was for approximately $25 million worth of materials. The second 
was in 1950 for $45 million worth. I think 1951 will be for $60 million 
worth. 

In the case of Burma in 1950 it was, I believe, for around $24 million 
worth of exchange between the two countries, and I believe the Bur- 
mese were able to transfer between $16 and $18 million worth back and 
forth; so already, even on a barter basis, they have come in there in a 
very important way; and we are opening an office in Japan ourselves 
in order to expedite procurement, particularly of materials that might 
be in short supply in this country. 

Mr. Smita. Thank you. 

Chairman Ricwarps. Mr. Burleson. 

Mr. Burueson. Mr. Secretary, a few days ago when Mr. Foster 
was before us we started discussion, without very much time to de- 
velop it, as to the difference in operation of ECA, that is, the so-called 
STEM programs, and point 4. 

If I understand it correctly, point 4 is to operate in Afghanistan, 
Nepal, and Ceylon, and the remainder of southeast Asia, that is, 
India, Burma, Thailand, and others, come under ECA. Is that 
correct? 

Mr. Rusk. That is correct. The general principle is that where the 
assistance is almost wholly technical assistance in character it would 
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be suitable for a point 4 operation. But where the program requires 
not only technical assistance, but with it very important other types 
of aid, then it is the ECA type of operation. It just happens in the 
area for which I am responsible that the plan is that it be entirely 
ECA; that is, from Burma around through the Pacific. That is be- 
cause it would be a combined program of the sort that would require 
not only the furnishing of technicians for technical assistance, but the 
procurement of supplies and things of that sort. We and ECA have 
a very close working arrangement for that particular aspect of the 
matter. 

Mr. Burveson. Are we to understand that the objectives of the 
two programs are materially the same? 

Mr. Rusk. The political and security objectives are the same. I 
think there would be differences in the Brose! orn and obviously some 
difference in the objective on the strictly economic side, because the 
broader programs would be in the form of economic assistance, rather 
than technical assistance. 

Mr. Burueson. The objectives of technical assistance—and this 
was also mentioned by Mr. Foster—are improvements in agriculture, 
health, transportation, and whatever may be determined necessary. 
That suggests to me a very permanent and a continuing program. 
But as | understand it, ECA is a temporary program. Maybe it is 
eres for 20 years, but I understand it is temporary. 

Mr. Rusk. Well, we look forward for some oi | of time to 
accomplishing a substantial program of assistance in southeast Asia 
and that part of the world. I would like to ask Mr. Griffin if he 
would care to comment on that. 

Mr. Burueson. Also comment, Mr. Griffin, on these two programs. 

As I understand it, there is a shortage of technicians. Are these 
two programs going to be combined with one another to secure the 
qualified personnel for these tremendous undertakings which will 
continue on and on for a great period of time, or will they be com- 
peting for personnel, and so forth, to carry on the same type work? 

Mr. CuiprerFietp. Will the gentleman yield? 

Mr. Burueson. I yield. 

Mr. CuiperFievp. I want to find out one thing. What do you 
mean by a “STEM”’ program? 

Mr. Grirrin. I beg your pardon. I am very much at fault for 
not having ccuhionat it. 

Mr. Burteson. Mr. Foster gave us that STEM business up here 
the other day. 

Mr. CuiperFIe_p. I was not present then. 

Mr. Grirrin. It is one of our alphabetical tags, but it means 
“special technical and economic mission.’”’ In short, from the 
beginning of our programs in southeast Asia there was an emphasis 
on the technical assistance part of it. 

Chairman Ricuarps. You said technical assistance? 

Mr. Grirrin. Yes. 

Mr. Vorys. Special technical. This is not just technical, but 
special technical. 

Mr. Grirrin. A special mission. 

Chairman Ricuarps. It is a kind of shotgun wedding between 
ECA and technical assistance, is it not? 
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Mr. Grirrin. It might be considered that, in that ECA had not in 
Europe embarked on programs in which technical assistance— 
important though it was—-was so much the original and central point 
as it necessarily has to be in Asia, Here, as soon as we undertake a 
large agricultural program, in order to improve the production in these 
southeast Asian countries technical assistance is fundamental. For 
instance, in Japan, the average production per acre of rice is 3,360 
pounds. In the United States, where we go at it on a broad scale 
with a lot of equipment but not as much attention to the details of 
intensiveness of production, we are now up to about 2,300 pounds of 
rice per acre. In the Philippines they grow a little less than 1,000 
pounds of rice per acre. In India it 1s about the same. In Burma 
it is about 1,200 pounds of rice per acre. In Indonesia and Thailand 
it is about 1,400 pounds per acre. When we go there to improve the 
rice yield by various means the approach is not by bringing in the 
American production methods for rice but by improvement of seed, 
and selection of seed, and the use of fertilizers, and improvement of 
water control, and so forth, 

Naturally, technical assistance goes hand in hand with that. We 
send out people from the beginning who are technical assistants to 
those countries. We get trainees from them as counterparts who go 
along in that and work with our technical assistants on the ground. 
We send for trainees who come to this country to pick up ideas from 
our extension work in this country as to how to take the extension 
work in rice multiplication, seed, and so forth back to that country. 
Therefore, it is in a sense very much point 4, and *the same applies 
in the health operations. It is point 4, but souped up, I would say, 
by having a great deal of matériel to work with on the job. In short, 
an awful lot of on-the-job training is given by the methods we are 
employing in southeast Asia. 

For instance, in another field, in the field of medicine, we have 
secured the services of Washington University of St. Louis to be 
affiliated with the medical college in Bangkok. It is not a case of 
sponsorship. Those countries do not want to be sponsored, but they 
are pleased to have an affiliation. Therefore, we made a contract 
with Washington University whereby they have sent a number of 
doctors and medical people in various phases of medical work and 
hospital work in Bangkok, and they are on the job now. 

They are operating, and they are all people w ‘ith their sleeves rolled 
up in the operating rooms and bacteriological work, and so forth. 

We are now about to take up with the University of Pennsylvania 
the possibility of their becoming affiliated with the University of 
Rangoon. They will conduct—if “that is satisfactory to the Burmese, 
and if we can make a suitable contract with the Medical College of the 
University of Pennsylvania—they will move in a team likewise into 
Rangoon. ‘That is in addition to our public-health activities, which 
go out into the countryside, among the people, and give technical 
assistance. 

We are training the Ministry of Health in Burma in how to enlarge 
its activities and be able to administer that. 

Mr. Burteson. That is another thing. You mentioned health 
and agriculture. We have the WHO, the FAO and other UN agencies; 
there is point 4, there is ECA, and what else? There must surely be a 
common interest or common denominator in all these. 
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1 would not say that all these agencies are working at cross-pur- 
poses, but it seems to me there would be a competitive proposition 
present in these activities. I do not know in the first place how much 
money we are spending. I would like to get it all racked up in one 
sack, where we can look at this thing. I would like to put it up on the 
grease rack and look under it. It seems to me there should be an 
answer to that. 

The Colombo plan is another thing. It must be an influence in 
the picture at some place. 

Mr. Grirrin. I think I can explain it. 

Chairman Ricuarps. Let us get straightened out on this. Your 
time has expired, and Mr. Merrow is coming up next. 

Mr. Merrow. John came in after me, and Mrs. Bolton. 

Chairman Ricuarps. Mrs. Bolton will be next. 

Mrs. Bouton. Have these countries all asked for help? 

Mr. Rusk. Would you describe the procedure by which these various 
committees have worked, Mr. Griffin. 

Mr. Grirrin. This comes back to the matter of the origin of the 
programs and of the jointness which was worked out. 

The President decided in the late winter of 1950 to explore the 
possibility of aid programs in southeast Asia. A survey mission with 
instructions to look into the need of point 4 types of technical assist- 
ance and of economic assistance combined was sent out there for that 
purpose. I happened to be asked to take the mission out. 

Each country had been informed of what the purpose of the mission 
was through the embassies, and in all we were received with varying 
degrees of enthusiasm—a little too much enthusiasm. We explained 
the purpose of our mission. We held discussions with the governments 
and explained to them that a limited amount of this type of aid would 
be made available if they desired it. They had to express their desire 
for it before we could get together at all on possible projects. 

Mrs. Boiron. It was an original offer on our part to be the generous 
one? 

Mr. Grirrin. It was an advance on our part. Yes. What had 
preceded that before I came into the picture, in the way of possible 
er, I am really not fully informed on. 

Mrs. Botton. It would seem to me that we could be very thor- 
oughly criticized by our people at home when we are facing such 
heavy expenditures in this country, for going out and soliciting busi- 
ness for our generous gifts. That will be a little hard to sell. 

Mr. Smrru. Will the gentlewoman yield? 

Mrs. Bouton. Yes. 

Mr. Smiru. I would like to say for the record when we were con- 
sidering the point 4 program I asked specifically whether this was 
going to be an invitation by the United States to do this for every- 
body, or whether it would come upon the initiative of the other coun- 
tries. Now, we learn that this initiative was all on our part, and it 
points up exactly the point that Mrs. Bolton has made. 

Mrs. Botton. Do not misunderstand me, Mr. Griffin. I feel we 
have a very real job to do in the world which includes giving a hand 
up to endeslgudnan countries. To do this we must first of all 


insure an understanding of our purposes. I do not believe that we 
have any right to go out and try to change the character of the people. 
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I do not think that our particular methods are so universally goo: 
that they would be aeceptable to all people and so should be spread 
across the world. The attitude we have that success is measured in 
money is not something that other countries should want to take on. 
Certainly it has been a very destructive factor in our own way of life. 

Therefore, though keenly desirous of seeing the world a better place 
to live in, and knowing how much a general aid program will do to 
offset some of the features of communism, still I am troubled by the 
fact that we go out and ask for bids, so to speak. Perhaps that is 
putting it crudely and probably more dramatically than it is meant 
to be—but if we are going to do that we will have to be far more secure 
here in America. 

When the point 4 was first thrown out at the world by the President 
there was a good deal of discussion in the committee and out as to 
there being any need for it at all. We were already giving technical 
aid. Many felt it a beautiful political gesture and we saw no necessity 
for these implications of competition. Possibly this is what Mr. 
Burleson was driving at. Here we have the Veterans’ Administration 
wanting doctors, and so does the Army. The result is competition in 
a field of short supply. I do not want to hold the floor, however, for 
I think Mr. Rusk has something he wants to say. 

Mr. Rusx. May I comment on that as I do not believe the 
initiative of the President in discussing point 4 or the mission under- 
taken by Mr. Griffin, as Mr. Griffin explained, provide a full explana- 
tion as to the nature of these requests put to us. 

In these countries other than south Asia—and Mr. McGhee can 
speak for south Asia—we are now in the position of having requests 
from them, or demands from them, which go considerably beyond 
any program which we have in mind giving them, and in most cases 
you have countries in which we would stand in an aid relationship, in 
any event. 

Aid to China goes back many years, into the war period. Korea 
involved an occupation responsibility and an attempt to work out a 
result there. 

In the Philippines we had a special responsibility which went back 
historically for many decades. With the fighting that occurred in 
Indochina, we were involved with French initiative in seeking aid in 
that particular instance. 

So I think it can be assumed that the recipient countries are anxious 
to get this assistance and are asking for much more than they are 
getting, and we are not in a position of saying we would like to give 
you some aid, can we find anyone who is willing to take it? 

I think there are many countries who are very strongly seeking it 
for very important reasons. 

Chairman Ricuarps. The time of the gentlewoman has expired. 

Mr. Hays. 

Mr. Hays. As I understand it, strictly speaking, the three countries 
mentioned by Mr. Burleson—Afghanistan, Nepal, and Ceylon—are the 
only three of this group that come administratively under point 4. 
Is that correct? 

Mr. Rusk. That is correct. Yes, sir. 

Mr. Hays. But similar work to point 4 is done in practically all of 
the other countries mentioned in title III? 
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Mr. Rusk. In all of the economic assistance program there will be 
some technical assistance as a part of the program. Yes, sir. 

Mr. Hays. When we get into this problem of tying the program 
together administratively in a little different way perhaps than now, 
what difficulties will we run into? In other words, is the situation so 
different in these three countries from India, for example, that we 
should leave it as it is? 

Mr. Rusk. I am not sure I am a suitable representative to go into 
this organizational question from the over-all point of view. I can 
only speak personally and from my own direct relationship to it. 

We have found that the concentration in ECA of all the economic 
activities and operational programs in the part of the world for which 
I am responsible has worked very effectively. It relieves the policy 
sections of the State Department of the very burdensome day-by-day 
operating matters and management of the program. At the same 
time, it gives us an opportunity to work closely with them on the 
determination of policy. 

Similarly, with the military programs we have had a very satis- 
factory arrangement with the Department of Defense, whereby after 
the policy is established and the nature of the program determined, 
a epartment of Defense is the actual administrative agent in the 
field. 

It may be that that is more simple for us in these countries that I 
have been working with than it might be in other situations, but 
I must say that we have had a very satisfactory relationship with 
both these agencies in this respect. 

me Hays. I forget which one of you dealt with the counterpart 
funds. 

Mr. Rusk. Mr. Griffin. 

Mr. Hays. And the disposition of them. Mr. Griffin? 

Mr. Grirrin. Yes, sir. 

Mr. Hays. You say in India, for example, we are building up 
counterpart funds? 

Mr. Grirrin. No, sir. Not in India. It happens that the Gov- 
ernment of India, as a result of the sales of food that will be made 
because of the food loan measure that Congress passed, will build up 
a large fund of sales proceeds, but it will not be a counterpart fund 
in our sense of the word because they will be able to handle it inde- 
pendently of American advice or consent, because it is a loan program 
rather than a grant program. 

Mr. Hays. Does the disposition of these counterpart funds vary, 
or to what extent is there uniformity in the handling of them? I am 
not clear on that, Mr. Griffin. 

Mr. Grirrin. There is not uniformity in their derivation because, 
as I explained, some are derived one way, and some another. But 
in handling it it is uniform. Yes, sir. 

The counterpart fund is the property of the government which 
receives the aid, just as it is in Europe. But the planning of the use 
of the counterpart fund is a matter of joint planning, and again a 
case where ECA gives its assent, or concurrence, or its participation 
in the use to which the government will put the counterpart fund. 

Mr, Hays. Do not all of these working agreements under formal 
contracts with the country provide that American assent to disposi- 
tion of funds should be required? 
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Mr. Grirrin. Yes, sir. 

Mr. Hays. And those are more or less uniform, are they not? 
I mean, there is a policy underlying the whole area of southeast 
Asia, is there not? 

Mr. Grirrin. That is uniform. Yes, sir. 

Mr. Hays. We got into this to some extent in the India food legis- 
lation. Are we getting proper emphasis upon health do you think? 
This is a point 4 question, more or less, which deals with social and 
nutritional problems, but that is what I am getting at. Or, are we 
letting the emphasis upon capital structures, or grandiose schemes, 
prevail? 

What assurance can we have that health and nutrition are being 
given consideration in these counterpart funds’ use? 

Mr. Grirrin. Well, sir, in each country where there is a bilateral 
agreement, which we have not got yet with India, because we do not 
have an ECA type of program yet in India—— 

Mr. Hays. I did not understand you, sir. You say we have not? 

Mr. Grirrin. Not in India. Because it is a loan program and is 
based on a loan agreement. The loan agreement does not set up a 
counterpart fund. But, wherever a grant operation is involved, 
there is a counterpart fund. It is provided for in the bilateral agree- 
ment and the terms under which it may be drawn upon, I believe, 
are identical in all of our bilateral agreements. 

Chairman Ricnarps. The gentleman’s time has expired. 

Mr. Vorys, I believe we missed you. 

Mr. Vorys. I will wait. I will come at the end of the line. I 
missed my turn, 

Chairman Ricwarps. Mr. Merrow is next, I believe. 

Mr. Merrow. The fundamental reason for this program, both 
military and economic, in this area, of course, is that we feel the 
integrity of these countries is essential to the security of the United 
States. That is the reason, is it not? You said that you could not 
give us evidence of very much progress being made during the last 
year. In other words, the ability of these countries to resist encroach- 
ment has not increased then within the past year or the past year 
and a half. Is that right? 

Mr. Grirrin. No, sir. I did not say that. I said it is premature, 
though, for us to say that so much has been accomplished in these 
comparatively few months in which we have been launching our pro- 
gram. A great deal has been accomplished in this, that we have 
set up the government machinery in those countries to be able to 
cope with the programs. 

I think that is a great deal when you start from scratch, but that 
is a piece of machinery. It is not the final accomplishment of an 
arrangement in which you can say, “Well, there are so many hun- 
dreds of square miles in which the peasantry have accepted these 
programs. It has been successful among them. It has improved 
the production of rice already by so much—maybe 1 percent, or what- 
ever it is.”” We cannot say because we have not made the record yet. 
We have in Formosa. 

Mr. Merrow. If we spend some $555,000,000 for military assistance 
and $375,000,000 for economic assistance, do you anticipate that the 
ability to resist in these various countries, providing there is a Com- 
munist assault, would be greatly increased? 
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Mr. Rusk. May I comment on that, because I believe the comment 
which Mr. Griffin made had to do with economic programs in certain 
countries, but it would not apply to the $555,000,000 military-as- 
sistance program, nor to the military programs which have been in 
effect this past year, because there you do have specific army units 
in the Philippines, army battalions in Indochina, particular military 
operations directly supported in Indochina, and constabulary forces 
in Indonesia. These do reflect a very definite specific progress toward 
the security of the area. 

On the economic side I would like to point out that it would be 
difficult for a responsible government official to say that with a certain 
number of millions of dollars in 1951, that you can register, say, in the 
case of Indonesia, a specific amount of progress, and we could not come 
to you here and say we guarantee you that this has been the result. 
That is difficult to do in the present state of these countries. 

However, in the case of certain countries like the Philippines, you 
can register distinct economic and social progress, even within this 
first year or two of this new type of program. 

I have a letter which has just come to me yesterday from the 
Governor of the Central Bank of the Philippines. I am not sure that 
we should put this in the record. I will confirm it later, Mr. Chairman, 
as to whether it would be appropriate to put it in the record. 

Chairman Ricuarps. Who is the letter from? 

Mr. Rusk. The Governor of the Central Bank of the Philippines. 
He points out that the cash resources of the Philippine Government 
have gone up rapidly. As compared with having only P12 million 
on hand at this time last year they have P75 million now. He points 
out that the total tax receipts for the first quarter of 1951 are 40 per- 
cent greater than for the corresponding period of 1950. He points 
out that whereas last year the Government owed the Central Bank of 
the Philippines P44 million for military requirements and the Philip- 
pine National Bank about 17 million for treasury warrants, and a loan 
of 22 million had to be secured from the International Monetary 
Fund to pay teachers’ salaries, that today, notwithstanding the pay- 
ment of P7 million on the United States loan, the Government owes 
the Central Bank only P6 million, and all outstanding treasury war- 
rants have been paid, and the payments of teachers’ salaries are up to 
date, and payment on the counterpart funds are being met. 

In other words, there are specific examples that can be registered 
for the specific progress of this country. It is only on certain ones 
on the economic side that we cannot register that we have advanced 
from milepost 1 to milepost 2 accurately and certainly in such a way 
as to assure you that is the case this past year. 

Chairman Ricuarps. I think that letter should go in the record. 

Mr. Rusk. We will do our best to get that for you. 

(The information requested is as follows:) 

CENTRAL BANK OF THE PHILIPPINES, 
Manila, July 9, 1951. 
Hon Dean Rusk, 


Assistant Secretary of State, 
Washington 25, D. C. 

Dear Mr. Rusk: I am taking this opportunity to thank you once again for the 
invaluable assistance you have rendered the Philippine Government last year by 
favorably endorsing its use of the United States funds which were on deposit with 
the Philippine National Bank. Thanks to this timely action, the Philippine 
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Government was able to weather a critical period and to make necessary adjust- 
ments for solving its short-run financial problems. 

After the trying times it endured last year, the Philippine economy began look- 
ing up these last 8 months. There has been a marked improvement during the 
last quarter of 1950 and the first half of 1951. 

The international reserves have risen from $250 million in December 1949 to 
$356.7 million in December 1950 to $382.2 million as of June 1951. These gains 
in the reserves, the improvement in the trade position and the promise of ECA 
assistance enabled the Central Bank to recommend and the Government to adopt 
an import Frag A that was progressively liberalized covering many comomdity 
imports. This import policy, the new tax measures passed, the intensification 
of tax collection, the greater control exercised over Government expenditures, 
the price control and antihoarding measures are the instruments that the Gov- 
ernment has been using in its determined fight against inflation. Because of the 
deteriorating short-run prospects for Philippine exports and the rise of the level 
of commodity imports due to recontrol, a substantial portion of the gains made 
in the international reserves position will probably be lost. However, if the decline 
in the international reserves brings with it a reduction in the level of consumers’ 
prices and improves the financial setting for vigorous economic development and 
the profitable use of United States aid, we would consider the effort wel! worth 
the cost. In any event, we are hoping that the decline in the international 
reserves will probably not be such as to compel an immediate reversal of the 
present import policy. 

The actuations of the Government in the recent past relating to its fiscal 
operations appear to assure that further inflation of the money supply due to 
back financing of budgetary deficits would be held in check. The cash resources 
of the Philippine Government including the P40 million unexpended balance of 
the United States loan amounted to 73.6 million as of June 30, 1951, compared 
to only P12.6 million on the same date last year. The total tax receipts for the 
first quarter of 1951 is about 40 percent greater than the total for the corresponding 

sriod in 1950. Compared to last year when the Government owed the Central 

ank P44 million for budgetary requirements and the Philippine National Bank 
about P17 million for Treasury warrants cashed by its branches, when a loan of 
P22 million had to be secured from the International Monetary Fund to pay 
teachers’ salaries which were in arrears and when a loan of the funds which the 
United States Government had on deposit with the Philippine National Bank 
which amounted to about P70 million had to be arranged in order that pressing 
requirements of the Government, especially of the armed forces, could be met— 
today, notwithstanding the payment of P7 million made recently on the United 
States loan, the Government owes the Central Bank about P6 million only for 
budgetary purposes, all outstanding Treasury warrants have been paid, payment. 
of teachers’ salaries is up to date, and, so far payments to the counterpart fund 
on Government account are being fully met. Of course, with the increase in tax 
receipts, special funds utilized for budgetary purposes that year, such as the gaso- 
line tax fund, will have to be replaced in order that important public services, 
like the repair of roads, may be accomplished. If it were not for the fact that 
funds will have to be provided for essential public works (none was provided in 
fiscal year 1951) and for the ECA counterpart fund, and the further fact that the 
cost of maintaining peace and order is increasing due to price inflation, I believe 
the Government might be able to meet its financial requirements in fiscal ‘year 
1951-52. 

With the solution of the short-run financial problems of the Government, 
thanks to the timely loan accommodations extended by the United States Govern- 
ment and the International Monetary Fund last year, and the approval by our 
Congress of a number of tax measures, this country, with ECA assistance, now 
has the opportunity to pull itself out of long-run fundamental economic difficulties. 
The achievement of this objective should not be difficult with the observance of 
sound monetary and fiscal policies and continued close cooperation between the 
Philippine Government and the ECA mission in this country. 

With kindest regards, I am 

Sincerely yours, 


M. CuapeEerRno, Sr., Governor. 


Chairman Ricuarps. Go ahead, Mr. Merrow. You have another 
minute. 

Mr. Merrow. The Communists have elected to fight in the Far 
East. In a year or two suppose they elect to move into Indochina 
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or some other area. Then it is going to require a great deal more 
expenditure to stop then, is it not? pce if they come down into 
Indochina we will be in a full-scale military operation. 

(Discussion off the record.) 

Chairman Ricuarps. The gentleman's time has expired. 

Mr. Zablocki. 

Mr. Zasiockt. No questions. 

Chairman Ricuarps. Mr. Mansfield. 

Mr. Mansrietp. I think it ought to be brought out, Mr. Griffin, 
as far as this point 4 progran is concerned, that in the part of the 
world which you are interested in the average life span is under 30 
years. Those people have for centuries fallen prey to disease and 
pestilence. They are looking for a little bit in the way of security. 
All of that fits in with their new feeling of nationalism or their new 
reality of independence. 

I think the program we have undertaken, as General Malony has 
said, is very important as far as our security in that part of the world 
is concerned. It is only a continuation of what we were doing for 
decades in Latin America, and I think it is the most important corner- 
stone in our entire foreign policy over the years. 

Now, General Malony, you mentioned the fact that the casualties 
in Indochina since 1946 or 1947 have been something like 29,000 up to 
May 1 of this year. You meant to say, did you not, that that casualty 
list amounts to 29,000 dead? 

General Matony. Yes, sir. 

Mr. Mansrrevp. And that the total casulty list would probably 
approximate something like 150,000 or more? 

General Matony. Ta Roughly. 

Mr. MansFie.p. Is it not true, as far as the French Republic is 
concerned, that it would like nothing better than to pull out of French 
Indochina entirely? 

General Matony. Well, militarily, yes; politically I think the 
answer would be ‘‘No.” 

Am I right, Mr. Rusk? 

Mr. Rusk. I do not think they want to pull out. I think they 
find this a very grievous burden at the present time. 

Mr. MansFievp. Off the record. 

(Discussion off the record.) 

Chairman Ricuarps. The time of the gentleman has expired. I 
will come back to you, Mr. Mansfield. 

Mr. Vorys. 

Mr. Vorys. On Formosa you have by far the biggest item for all of 
this area for military. Now, obviously, that is more with what is 
there already, than what is merely enough to protect Formosa, is it 
not? 

General Matony. No, sir. I will have to go back a little and tell 
yo how we arrived at that figure, if you would like it. We sent a 

oard from Tokyo to inspect the defenses of Formosa and the Chinese 
Nationalist Army, and to make up the list of the deficiencies they 
required to put them in condition to make a successful defense of the 
island, with the Seventh Fleet in an interposition mission. On the 
basis of their report, which is minimal, I think we have arrived at the 
items that they were in short supply and which they needed for this 
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protection or this defense mission only, and it is the sum of the cost 
of those items that is represented there. 

Mr. Vorys. Could I see the list? 

General Matony. I have a copy of the report here, I think, or a 
summary of it. 

Mr. Vorys. While you are getting that, I want to come back to 
another question. 

What is the legislative authority for ECA administering programs 
in all of these countries, including India? Is that because they are 
in the general area of China? 

Mr. Grirrin. I do not know how India could be interpreted, but 
for the other countries it is because they are in the general area of 
China. 

Mr. Vorys. If India is in the general area, then certainly Afghan- 
istan and Nepal are in the same area. Is it proposed that you are 
going to have an ECA program with bilateral agreements with India? 

Mr. Grirrin. Yes, sir. 

Mr. Vorys. I know in the Indian program you have in this whole 
business 696 technicians, and I do not know where you are going to 
get that many. However, you have 379 trainees for India which are 
to cost $1,895,000. Section VII of the India Relief Act provided for 
the interest on the loan to be payable for, ‘Studies, instruction, tech- 
nical training and other activities in the United States for students, 
professors, or other academic persons and technicians.”’ 

Is your proposal here in addition to that? 

Mr. GrirFin. Mr. Vorys, there are some gentlemen here from the 
Department who are more competent to answer that than I am. 

Mr. Burteson. Did you mention the over-all figure for India in 
the beginning? I believe it is $65,000,000. 

Mr. Vorys. Yes; $65,000,000. And of this, $1,895,000 is for train- 
ing 379 Indians; and not to exceed $5,000,000 of the interest on 
the debt under the India Aid Act, under section VII (a) is to be spent 
for what I said, that is, technical training of Indians. 

Chairman RicHarps. Just 1 minute. Who is the man you suggest 
should answer that question? 

Mr. Grirrin. Mr. Loftus. 

Mr. Lorrus. I would be glad to give a partial answer to that now, 
or, if the committee preferred, maybe to wait until Mr. McGhee dis- 
cusses the India program tomorrow. 

Mr. Vorys. Mr. Chairman, I thought today we were going to take 
up title III: Asia and the Pacific. We find it is apparently parted in 
the middle. 

What is the reason why we cannot have the answers to these ques- 
tions, if not from anybody else, then from the Director of International 
Security and Assistance Affairs, who is supposed to be the over-all 
coordinator of all of this and, to quote the memorandum approved 
by the President, “in such matters will be exercising responsibilities 
for the Government as a whole’’? 

Who decided that you were going to have a title III that would 
involve a split between sections of ECA and the State Department? 
Who decided that? 

Mr. Lorrvus. Mr. Chairman, it was stated at the outset Mr. McGhee 
would be subject to call this afternoon if he was needed; but, since he 
had not been scheduled to make a presentation on the committee’s 
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schedule of your programs until tomorrow morning, he was not here. 
However, I would be glad to undertake to answer Mr. Vorys’ question 
about the technicians in the India program. 

Mrs. Boutron. Will the gentleman vield for a moment on that? 

When was India put into the Near East section of the Department 
of State? 

Mr. Mansrievp. It has been for years. 

Mr. Rusk. Historically it has been. 

Mrs. Boutron. Always? 

Mr. Rusk. Yes. India. 

Mrs. Boiron. The Far East, not the Near East. 

Mr. Rusk. They had the Near East and African Affairs. 

Mrs. Bouton. Near East and Africa, but without India the first 
time. 

Mr. Vorys. I have a more current question. In view of that, who 
decided to put India in Asia and the Pacific and have it set up so that 
we have to jump around between various sets of officials to find out the 
facts? 

Mr. Rusk. Mr. Chairman, I very much regret the inconvenience 
that might be caused by this particular organization of the program. 
I am not myself familiar with why title IL] covered the exact range it 
did, although I thought it was because it was for the convenience of 
the committee in dealing with strictly the Middle East and Greek and 
Turkish aspects in title II, which had a different legislative background, 
whereas title III would be accomplished in a similar legislative back- 
ground derived from the program for the general area of China. 

If any of the representatives of the Director of International 
Security Affairs are present, perhaps they could help you. 

Is Mr. Coolidge here? 

Mr. CoourpGr. Yes. 

Mr. Rusk. Are you familiar with the background as to why title 
III is as it is? 

Mr. CoourpGe. It is my understanding because, as you say, it 
was being administered under the general area of China, which covers 
all of the periphery of the Chinese Nation, and, therefore, India. 

Mr. Vorys. Is there any money being spent in India now under 
the general area of China formula? 

(Discussion off the record.) 

Mr. Cooury. In answer to that question, if I may say so, there 
was approximately $4,500,000 spent in connection with the milo 
program for India a year ago. That is the only general area of 
China money that has been spent in India. The current India 
money, you know, is under the legislation that became law last month. 

Mr. Vorys. Would the milo program produce counterpart? 

Mr. Coo.ey. No, sir. 

General Matony. I have the list you asked for. I would like to 
ask that that not be included in the record. 

Mr. Vorys. I do not want to delay the committee, but 1 would 
love to satisfy my curiosity about how India gets in this and who it 
was who decided that, Mr. Chairman. 

Chairman Ricnarps. I will tell you what I will do. Will you 
submit that question? You want to know how India got into this, 
and who decided it that way? 

Mr. Vorys. Yes. 
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Chairman Ricuarps. If nobody here can answer that and nobody 
has authority to answer that, we will get a man who can, and have 
him testify on that before we close these hearings. 

Mr. Vorys. Fine. 

Mr. Rusx. May I also add that Mr. McGhee would be anxious 
to be here. 

Chairman Ricuarps. Mr. McGhee would also be. Suppose we 
do that. 

Mr. Vorys. Fine. 

Mr. Ricuarps. We have a gentleman here who says he can partly 
answer that question, but he did not make that decision. 

You want to know who made that decision and I do not know if he 
could tell you who made the decision. 

Mr. Lorrus. The decision to put India back in the Asia-Pacific area. 

Chairman Ricnarps. Yes. 

Mr. Lorrvs. I think that would be better answered by the Inter- 
national Security Division. I know some of the background of that. 

Chairman Ricwarps. Will you give that? 

Mr. Lorrtvs. I said before I could make a partial answer to Mr. 
Vorys’ question about the India trainees. I think the point there is 
that that interest money does not become avaiable until, I think, the 
first installment is December 31, 1952, and maybe June 30 of the 
following year. I believe it is June 30 of 1953. This particular 
fiscal-year program [fiscal year 1952] envisages certain particular 
projects where it was necessary to develop a good deal of competence 
for the Indian execution of the projects quickly, and more quickly 
than those interest funds proceeds would be available. 

Chairman Ricuarps. It is entirely possible, though, the interest- 
fund proceeds would be in the field of general education anyway, and 
not have to do with a particular thing. 

What about that, Mr. Vorys? 

Mr. Vorys. The wording is as broad as the skies, but one would 
clearly cover the other. I thought the first interest payment was in 
December. Maybe I am wrong. 

Chairman Ricnarps. The 5-minute period has expired now. Go 
ahead, gentlemen, and ask any questions you want to. I was hoping 
we could get through with these witnesses this afternoon. 

Mrs. Botron. Mr. Chairman. 

Chairman Ricuarps. Mrs. Bolton will be first. 

Mrs. Botton. In reference to what you said, Mr. Rusk—that 
China had the largest number of people under the control of the 
Kremlin—I want to ask you a question. 

Mr. Rusk. Under Communist control. 

Mrs. Botron. How certain are you of the control? That is, the 
— that is actually there in Sinkiang and in the far reaches of 

hina? 

Mr. Rusk. I put my answer in that form because the question had 
intimated that the Chinese were the largest number of Communists. 
I do not believe the Chinese are Communist to that extent. The 
most you could say was they were under Communist control. 

Mrs. Botton. Then you and I are thinking in the same general 
direction. 

Also, I would like to make this point: that these programs of assist- 
ance, of giving people more to eat, is of course very vital. However, 
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that is not the only reason why countries go Communist and wh 

people go Communist. There is a great deal more than that involved. 
Some things that are taking place out in the Near East are of a nature 
which aie very well drive some of these people away from the 
West, where they want to be, into a friendliness with the Communists. 

So, I hope we will not let ourselves be too certain that the one 
thing we need to do is to give them food and anarmy. The willing- 
nees to fight in an army has to be there. The desire to stand against 
Communist ideas must be there, and those are the things that | think 
are of infinite importance. I hope they will not be forgotten. 

Thank you, Mr. Chairman. 

Chairman Ricnarps. Mr. Mansfield. 

Mr. Mansrievp. I know these witnesses are to be here tomorrow 
morning. As I have to sign some mail and get something to eat 
before we return at 7:30, I will leave my questions until tomorrow. 

Chairman Ricuarps. They were scheduled, but we were hoping we 
could finish this afternoon and they would not have to come back 
in the morning because we have some other witnesses. 

If there are any other questions you want to ask these gentlemen, 
| wish you would ask them this afternoon. 

Mr. Mansrievp. All right. I will not pursue the Indochinese 
question further, but it goes a good deal beyond what you told us this 
afternoon, General. I will have to ask that my question and the 
answer be stricken from the record. 

You mentioned something about an Afghanistan-Pakistan dispute. 
I have never heard of it before. Could you tell us something about 
that particular incident? 

General Matony. Do you want to speak‘on that, Mr. Rusk? 

Mr. Rusk. There has been considerable controversy between 
Afghanistan and Pakistan over Pushtoonistan in the control of that 
area. I think, as a matter of fact, the committee has probably had a 
briefing from Mr. McGhee on that. - 

Chairman Ricuarps. I want to say, Mr. Mansfield, we intend to 
have Mr. McGhee back here on the question to which Mr. Vorys 
wanted an answer. ‘That is in his area. 

Mr. MAnsFIELD. Yes. 

Chairman Ricuarps. I believe Mr. Burleson wanted to follow up 
a question. 

Mr. Burueson. I did have a general question in connection with 
these four or five organizations. 

Chairman Ricuarps. I would like to interpose there. 

Mr. Secretary, why can you not put these activities together? 
I would like to know that. 

Mr. Burueson. That is the fundamental question. 

Mr. Rusk. We have in mind that the way to put them together 
for a particular country is in the particular country. It is very hard 
to set up an organization, let us say, back here, that can tie together 
what our military is doing on the military side, and what we do in 
the matter of economic assistance, and what the United Nations is 
doing for technical assistance, and what the Commonwealth people 
are doing in the Colombo plan, and the things the governments them- 
selves might do, or what private people or agencies might do, and 
have that coordinated from Washington on a world-wide basis. The 
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real place for one to coordinate these activities pertaining to a particu- 
lar country is in the country itself. 

One of the best things we can do in the way of technical assistance 
is to help them get competent people to help them lick that particular 
problem. For example, in the case of Indonesia one of the jobs which 
an American engineering company is doing there is giving them advice 
on the very problem of coordinating these activities which arise from 
various sources. So that country program approach, which has con- 
contributions from various sources, is the thing on which we should 
probably concentrate our attention. I do not think we should entirely 
throw that out the window as a basic approach because it is by that 
means we get other people helping to carry the burden. That is, not 
only other people in terms of other governments and other institutions 
outside this government, but also by which we can best get private 
capital invested and private agency activity in the way of technical 
assistance. - 

It is that country coordination that is the important thing. 

As to how we best ought to sort out our own job here so that we as 
a government will act in the most coordinated and effective way is a 
little different from that. I was only commenting that from the 
point of view of the countries for which I had responsibility, that the 
planned approach that the ECA would do the economic work, and the 
Department of Defense would do the military work, is entirely satis- 
factory from our point of view. 

Mr. Burveson. But how about all these other organizations which 
come in? Take the United Nations activities, and the Colombo 
plan, and all these things which seemingly would have a common 
objective. If they are attempting to accomplish the same thing, 
why can they not be the same? 

Mr. Rusk. They have the ability certainly to contribute to the 
common objective. Again take the case of Indonesia. There will 
undoubtedly be an Indonesian Government organization whose job 
it is to arrange for this kind of assistance from our side. Now, that 
can be advised by Americans who can be of inestimable value to them 
in trying to ascertain what part ought to be taken by what particular 
outside agency. 

I should like to ask Mr. Griffin to comment on this, but I do not 
see how you could get a United States agency in Washington who 
could tie together such things as the Colombo approach, the United 
Nations approach, and the military, economic, and local contribu- 
tions from these other countries themselves, because it is beyond our 
competence and beyond our responsibility to do so. 

Mr. Grirrtn. I would be very happy to talk on that if the chair- 
man allows. 

Mr. Burueson. Incidentally, Mr. Chairman, an example of prac- 
tical, or rather impractical if true, operation was brought to the 
attention of several members of this committee several months ago 
with certain individuals. It was brought to our attention that cer- 
tain of our activities, either directly or otherwise, had sent tractors 
into some parts of India and southeast Asia. They were able to 
operate them for a while, but were unable to make repairs or run them 
with any considerable efficiency. 

Now, historically these sacght have made their living with a wooden 
plow with a point at the end of it. That is, the more modern wooden 
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low had a little steel point on the end of it. The average man in 
ndia was able to farm 4 acres annually with that plow. Now, with 
a $2 moldboard—a very light affair that you could almost put in 
your pocket—it would increase their ability to farm by five times. 
In other words, they could farm 20 acres. Yet, someone had the idea 
of putting tractors out there. 

Now, if that is true, on things of that sort, if there was one agency 
responsible, it’s efficiency could be gaged and definitely determined. 
But with several agencies operating not only is it difficult to know the 
cost but it is difficult to measure the accomplishment. 

Chairman Ricuarps. I know something about that moldboard 
plow. Itis a good plow, but are you talking about a straight shovel in 
a moldboard? 

Mr. Burueson. This plow does not go deep enough, to ruin the 
land, about which Mr. Bromfield has warned in his books. It will 
not go that deep. 

Chairman Ricuarps. It will cut the grass, though. 

Mr. Burueson. It will not do what Mr. Louis Bromfield was 
talking about, that is, ruining the land by turning up the subsoil. A 
water buffalo will not be pulling a deep running plow, as might be 
used with tractor power. 

Mr. Grirrin. I believe I can answer the question Mr. Burleson 
brought up. In every country in which we operate, our first job of 
organization really is to begin the development of what we call the 
country program. 

This calls for an analysis of all means that can be employed for 
the development of the country. It means an analysis of what they 
can do for themselves out of their own foreign exchange earnings; 
what are their potentialities as a borrower of money; to what extent 
could we expect that the International Bank might come in as it has 
in Thailand, and the Export-Import Bank as it has in Indonesia, 
where it will probably do more; who will come into Burma, and to 
what extent. Also, what is the United Nations’ plan in that area? 
Does that country belong to the Colombo plan, and so forth. 

That is done in the field and has to be done in the field. We con- 
sidered at some length last fall what sort of coordination to have with 
the United Nations agencies which would be a practical thing. We 
decided it would be boondoggling to try to set up a coordinating 
branch of some kind back here, or in New York. 

In other words, the coordination really had to be in the field. We 
can have conversations here but the work must be done there. 

For instance, at the present time the ECA is contributing through 
the recipient governments to certain United Nations projects in these 
countries that, on the ground, we saw were good. They could spread 
their services if they got a little more equipment and help. So we 
backed them up instead of duplicating them. 

For instance, in Burma we are doing livestock disease control 
through FAO. They had a little group there but they did not have 
enough money to get anywhere. However, they were good people 
and had the capabilities. So, we proceeded to provide some equip- 
ment and supplies for them so that they could extend their work. 

We are also engaged in helping out in the cottage industries in 
Burma through United Nations operations there. 
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In Indochina, in malaria control, we are helping WHO conduct 
some of its operations. There is a lot of room for a number of malaria 
control measures in Indochina. We wish there were more agencies 
there to take over more areas of the country. 

In Thailand we have numerous projects with the FAO, and with 
the International Bank we are in the port development business. We 
took on one part. We secured a dredge which, together with the 
dredge they own, is going to open up the port and open up the mouth 
of the river to permit ships of 10,000 tons to proceed up the river. 
The International Bank is loaning the money for the development of 
the interior port and the rail facilities going to the interior port. 

In addition, we are helping UNESCO with some of its work in 
Thailand. 

In Indonesia UNICEF is doing tuberculosis control work. We are 
assisting UNICEF in that work. 

Another matter which we wanted very much to see a start made in 
in Indonesia and Burma right from the beginning, and yet we felt it 
should not be done under our flag, was a school for administrative 
training. That would have to run as a night school so that the young 
bureaucrats in their government could go there at night and learn 
how to get things off their desks, so to speak, and make decisions, 
and how administration should be set up in the offices there. Also, 
it would give them courses in economics. 

Mr. Sumitro, who until recently was Minister of Trade and In- 
dustry, was spending 3 nights a week himself, personally, conducting 
night classes for young men in his Ministry, in just the most ordinar 
economics, in order to get them started. It was a burden he himself 
could not carry, but he had to do it. So we set out and were a number 
of months trying to get the right United Nations agency that would 
be willing to do this. 

The reason for that was simple. We felt if we undertook, as an 
American agency, to set up such a school—in the very nature of the 
work that is done, there is a considerable degree of criticism of how 
things are being done. We did not want it said ‘Here is another 
bunch of people acting just like the Dutch acted before: telling us what 
’ to do and how to do it.’”’ Whereas, if that is done under United 
Nations auspices, even though most of the faculty was American, it 
would be an altogether different picture to them. 

So the United Nations Technical Assistance Group has promised 
to put in the school. It is waiting now for the application from the 
Government of Indonesia. 

These things are fundamentally done on the ground. As to the 
Colombo plan, no country in our area—except for the Indochina 
States, which have sat in on some meetings—is at present a member of 
the Colombo plan, or Commonwealth group in the area in which we 
are operating. Of course, if we go into India and Pakistan, those two 
countries are in the Colombo plan. There again it is a question of 
coordination with the plan. For instance, what the plan which the 
Department of State worked up for a program in India actually does 
is take up an area of work already planned to be part of this 6-year 
plan which we generally call the Colombo plan. : 

So, the coordination with these programs is complete wherever we 
feel they are wanted and useful programs, and we work with them in 
the field and we agree with the decision of our mission chief and his 
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technical advisers as to the coordination possibilities of the United 
Nations program being undertaken. 

Chairman Ricnarps. Are there any other questions? 

Mrs. Boiron. Yes; Mr. Chairman. 

Chairman Ricwarps. Mrs. Bolton. 

Mrs. Botton. I would like to exonerate myself a little on this 
matter of what area India wasin. It happens I was the one who went 
to the Secretary to discuss areas for possible subcommittees. Always 
in the Eightieth Congress and Eighty-first Congress India was con- 
sidered part of the Far East, and not of the Near or Middle East. 

Our set-up was done on the basis of the State Department’s re- 
quests to this committee, so that we could be counseling with you 
people who represent the different areas. 

Mr. Burueson. You say that was done in the Eightieth Congress? 

Mrs. Bouron. Yes. 

Mr. Burreson. When we came in we did away with that. 

Mrs. Bouron. Yes. 

Mr. Burueson. It was done in the Eightieth Congress? 

Mrs. Boiron. You picked it up again in the Eighty-first Congress. 

Mr. Burueson. Oh, then it stayed there. 

Mrs. Boutron. You found something that was excellent which, 
after an interval which showed you its value, you had the good judg- 
ment to return to. 

Chairman Ricuarps. Before these hearings are over we will try 
to get that mule in the proper stall. 

Mr. Vorys. Can I ask Mr. Griffin if his assignment is coterminous 
with Mr. Rusk’s? Do you have India in your bailiwick? 

Mr. Grirrin. If Congress so allows; yes, sir. 

Mr. Rusk. For 1952. 

Mr. Grirrin. For fiscal 1952. 

Mr. Vorys. Who got up the illustrative program for India for 
1952? 

Mr. Grirrin. The Department of State. 

Mr. Mansrietp. May I ask just one question? Mr. Griffin, was 
it just coincidence that you got the University of Pennsylvania 
Medical School interested in Burma? 

Mr. Grirrin. No, sir; I do not know. I do not know if we have 
them yet, but it is contemplated. 

Mr. Mansrietp. The Secretary knows what I am getting at. It 
happens the chief surgeon in the Burma theater during World War II 
was Dr. Ravdin, who is the dean of the University of Pennsylvania 
Medical School, and who did extremely good work both in Burma 
and in the United States. 

Mr. Rusk. Yes. They provided a hospital in World War II 
which did a splendid job. 

Mr. MansrFietp. A very good job and a very great doctor. 

Mrs. Botton. All my life until 2 years ago, India was in the Far 
East. Then I suddenly discovered it had been added to the Near 
East. I am hoping this will give me opportunity to go out there 
some time. 

Chairman Ricnarps. Thank you very much, gentlemen. The 
committee stands adjourned until 7:30 tonight. 

(Whereupon, at 5:40 p. m., the committee adjourned until 7:30 
p. m., the same day.) 

85708—51——60 
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(Prepared statement of Mr. Griffin is as follows:) 


STATEMENT OF R. ALLEN GRIFFIN 
BACKGROUND OF PROGRAMS 


ECA programs are operating in six countries in the Far East at this time. They 
were initiated in three stages: 

(1) The operation in China (Formosa) was originally derived from the Foreign 
Assistance Act of 1948. 

(2) Programs in Burma, Indochina, Thailand, and Indonesia were instituted 
in 1950 as a result of funds made available by the China area aid provision of the 
Foreign Economie Assistance Act of 1950. 

(3) The Philippine program is new, resulting from the recommendations of the 
economic survey mission to the Philippines published in October 1950. This led 
to the President’s decision to propose to Congress an aid program for the Philip- 
pines if the Government of the Philippines would meet certain conditions pre- 
requisite to basic economic improvement. The Foster-Quirino agreement resulted, 
and the Philippine Government substantially met its provisions, Funds to initi- 
ate a program before the end of fiscal 1951 had been made available in January 
this year by the transfer of 3 percent of ERP funds to the ‘general area of China.”’ 

Title III also includes programs proposed by the Department of State for India, 
Pakistan, and certain other countries of south Asia, in which ECA fully concurs. 
This presentation, however, will be limited only to the countries in which ECA 
programs are presently operation. 


AIMS OF PROGRAMS 


The United States economic aid programs in southeast Asia are essential tools 
of United States foreign policy. The freedom and independence of the countries 
of southeast Asia are vital to the United States for many reasons: economic, mili- 
tary, and political. The United States seeks to win the confidence of the coun- 
tries of that area and to so strengthen them that they will.be able to maintain 
their independence, develop their resources, and resist internal and external pres- 
sures. Today, most of the countries of that area are too weak internally to stand 
without outside support. Four of them are newly independent, with little experi- 
ence in self-government. All find it difficult to perform the government services 
and create the institutions that are necessary in a modern state if the needs of the 
people are to be met in reasonable degree and a foundation for economic develop- 
ment is to be provided. 

Several of the governments of southeast Asia were not certain of the motives 
of the United States in proffering aid. They were tempted to believe that accept- 
ance of United States aid might result in domination. 

Our problem therefore—and likewise our aim—was to build strength and earn 
confidence simultaneously—to win confidence by the way in which we extend aid. 

No modern, self-governing state—and especially no state with a democratic 
from of government—can maintain itself and develop its resources unless it per- 
forms a minimum of public services in the fields of health, agriculture, education, 
and technical training, transport and communications, industry, and over-all 
economic planning and prospecting. The countries of southeast Asia, though 
richly endowed with natural resources, are acutely deficient in these public services 
and in the technicians, equipment, procedures, and institutions for carrying them 
on. The very first step in any program of economic development designed to 
increase production and standards of living must therefore be the organization 
and maintenance of self-sustaining public services. 

Accordingly, during these first several months of operations in southeast 
Asia, ECA has tried first and foremost to help the governments establish or im- 
prove essential services and institutions, create planning agencies, initiate surveys 
and pilot projects—and thus to lay a foundation for economic development. 

It was no accident that this was also the appropriate way to go about earning 
the confidence of governments—for these were and are the problems with which 
the governments of the area are overwhelmingly concerned. 





HOW WE HAVE GONE ABOUT CARRYING ON PROGRAMS 


The first step in initiating aid programs was the negotiating of bilateral agree- 
ments; the second was the establishment of a special technical and economic 
mission (STEM) in each country 
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brick by brick out of the recommendations of the mission. The mission’s recom- 
mendations in turn are arrived at as a result of joint study and consideration 
between it and the government. 

The countries of southeast Asia established governmental machinery to work 
with the STEM’s in the development of aid programs. For example, in Burma 
there was established what is known as the Burma Economic Aid Committee, 
which consists of principal officers of the Burmese Government departments 
concerned. The committee meets twice monthly with the principal officers of 
the STEM. All aid proposals prepared by the Ministries are jointly considered, 
screened and transmitted to ECA/W for consideration and final action. Similar 
machinery was established in tht other southeast Asia countries. 


THE COUNTRY PROGRAM 


The need of any country for public services and economic development must 
be met primarily through the most efficient use of its own resources. In addition, 
various kinds of outside aid may be available—ECA aid, Export-Import Bank 
loans, International Bank loans, UN technical assistance, aid from the Common- 
wealth under the Colombo plan. In our view it is highly important that all of 
the resources, domestic or foreign, available to each country be used in the most 
efficient and effective way. It is for this reason that we prefer, to the fullest extent 
possible, to fit our aid into a country program or national plan for the use of a 
country’s total resources. It is only through the drawing up of a country program 
that the total needs of a country in all fields can be comprehensively surveyed 
and balanced against all resources available, and the most effective plans possible 
laid for their use. 

The ideal of a country program has not been reached in any of the countries in 
which we operate. Nevertheless the machinery established in each country for 
working with ECA is to a degree serving as a general planning and coordinating 
agency, and we hope that in time genuine country programs will emerge. 


THE VILLAGE—LEVEL APPROACH 


Although the programs are planned with government agencies, we have been 
greatly concerned that they should directly and favorably affect the masses of 
the people living in the villages. It is there that one finds the unrest and the 
roots of political instability. It is of importance therefore that programs of 
economic development be concerned first and foremost with the people of the 
villages and derive their inspiration from the village level. We have used and 
are using our influence as much as possible to see to it that aid programs genuinely 
try to solve the problems of the rural masses and promote a broad base of popular 
support for democratic government. Thus, our health programs emphasize the 
mobile health units, clinies, and rural health centers; agricultural aid stresses a 
wide range of extension services; and industrial planning includes the development 
of small rural industries. 


COORDINATION WITH MILITARY ASSISTANCE 


In four countries, Formosa, Indochina, Thailand, and the Philippines, not only 
are ECA programs under way but also military assistance programs, the latter 
being administered by United States military assistance advisory groups. In 
Formosa one of the principal objects of ECA aid programs is to help relieve the 
inflationary impact of the defense effort which the Nationalist Government of 
China, with extensive United States assistance in the form of military equipment 
and supplies, is maintaining. Both in the planning and conduct of programs, in 
Washington and in Formosa, there is close coordination between the ECA 
program and military assistance. In Indochina, Thailand, and the Philippines, 
the inflationary impact of military programs is far less and the same degree of 
meshing of programs is not necessary. Nevertheless, in Indochina, Thailand, 
and the Philippines, close relations are maintained between the STE M’s and 
MAAG’s and there is frequent opportunity for inclusion in a STEM program of 
projects that are likewise useful for over-all military strength, as, for example, 
aid to highway building in Indochina and Thailand, and attention to refugees 
in the war zone in Indochina. 
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COUNTERPART FUNDS-——-SALES PROCEEDS 


The device of counterpart funds, which was developed in connection with the 
European recovery programs, is likewise used in our programs in southeast Asia 
but not as uniformly, for the need in SEA is quite different from that in Europe. 
In Europe, the raising of local currency revenues to finance essential services and 
needed national projects was no problem. What Europe needed primarily was 
dollars to pay for urgently needed food, fuel, and raw materials that could be 
bought abroad only with dollars. The problem was essentially a balance of 
payments problem, and the ERP was essentially a supply program, with European 
counterpart funds then being used for needed’projects and for other purposes 
mutually agreed upon. In SEA problem, the need, and consequently our pro- 
grams, are quite different. In SEA the governments need immediately to institute 
projects and build essential services for which they may or may not be able to 
raise local currency revenues. 

All SEA countries are not therefore required to put up counterpart funds on a 
commensurate value basis. In Indochina, for example, the new Government does 
not have the revenues needed to inaugurate the services that are necessary if the 
Government is to attract and maintain popular non-Communist support. The 
ECA program therefore includes the importation of substantial amounts of es- 
sential civilian supplies that are then sold for local currency. The sales proceeds 
so generated are then put in a counterpart fund which the local governments and 
the ECA jointly use to pay the local costs of needed projects. he Burma Gov- 
ernment pays for part of the local costs of the programs from tax and other 
revenues, having only a modest commodity import program to generate the 
remainder of the local currency for needed projects. The Philippines program 
has a substantial commodity program, and Formosa has by necessity the largest 
commodity import program of all. Programs in Thailand and Indonesia are on a 
commensurate value basis, with each United States dollar of aid matched by local 
counterpart put up by the recipient government. Our programs there do not 
generate sales proceeds. 

In southeast Asia there is no question whether the countries are making a maxi- 
mum effort at self-help as a condition of our aid. By the very nature of the pro- 
grams—which are built up of specific, agreed projects—we are merely helping the 
SEA countries with their own national efforts. Commodities supplied are either 
directly for the use of governments, or for sale, with proceeds used by govern- 
ments for specific, agreed projects. 


SPECIAL PROBLEMS 


It is appropriate to mention briefly just a few of the problems which we have 
run up against. Take the matter of distance and transportation. Southeast 
Asia is on the far side of the world from here, and shipping service is slow and 
relatively infrequent. Consider likewise the difficulties of acquiring competent 
staff. The climate, the language, the remoteness—these are factors which 
prospective candidates have had to take into account. We have recruited excel- 
lent people and we believe our STE M’s are now well manned, but for the most part 
we have had to go after them. Problems of housekeeping, such as the finding of 
office space and housing, which are relatively simple in many other parts of the 
world, assume great proportions in many parts of SEA. 

After the arrival of staff members, working procedures have had to be developed 
in each country. The problem was not just a simple one of having proposals for 
United States aid directed at us but of helping the countries themselves work up 
the projects. Shortage of technical and administrative skill being of the essence 
of their difficulty, we have had in practice to help remedy it by working up projects 
in close cooperation. 

Finally, consider the difficulties of procurement that developed just as we were 
initiating our programs in southeast Asia a year ago. The relatively small needs 
of our ECA programs in southeast Asia for equipment and supplies have had to 
compete since the beginning of the Korean War with mounting United States war 
orders, with United States civilian consumption, and with the greatly enlarged 
European rearmament program. As a consequence delivery dates have frequently 
slipped. Nevertheless, today the pipelines are filled and difficulties of supply 
on most items are being overcome. 


RESULTS OF FIRST YEAR OF OPERATIONS 


It is perhaps too soon to assess with any degree of confidence the first year of 
our operations in southeast Asia. The fact that we have had authority to operate 
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there for a year does not mean that we have had any substantial programs go- 
ing for a year. The programs have developed fairly slowly for reasons already 
indicated. 

Nevertheless, it is poSsible to indicate some real accomplishments. In the first 
place, we are beginning to win the confidence of the Governments and peoples of 
southeast Asia. In Burma, in Indonesia, in Indochina—where suspicion of the 
motives of the westerner is an understandable legacy of colonialism—we have 
rolled up our sleeves and asked of governments how we could help them solve 
their most urgent problems. This approach has been on the whole rewarded by 
an increasing cordiality, trustfulness, and cooperation which cannot fail to lead to 
better understanding between our countries. We are, of course, no strangers in 
the Philippines and Formosa; during the past year our increasing understanding 
of their problems and aid in their solution have cemented even more closely our 
relations. In Thailand cordial relations have grown even more cordial. 

These questions of confidence, of course, are extremely difficult to gage but we 
think that by this measure alone the programs we have been carrying on in south- 
east Asia have been worth a great deal to the United States Governmen:. 

It is likewise difficult to measure the extent to which we have strengthened the 
governments of southeast Asia during the first year of operations. Certainly not 
a great deal visibly or tangibly. But, regardless of tangible or visible achieve- 
ments, the very fact that a United States special technical and economic mission 
was in each country, equipped with the instruments of aid, and ready to help, has 
been of psychological value in strengthening governments and in stabilizing politi- 
cal situations. 

There have also been certain definitely tangible accomplishments. 

In Formosa, where we have been operating a program since the spring of 1949, 
the benefits of a well-thoucht-out and implemented aid program are evidenced 
by the order and the controlled economic situation that prevail there. Formosa 
is a directly threatened country sheltering a large army and a half million refugees, 
with a huge defense burden. And yet, not aSingle guerrilla band operates in the 
island. A man can go anywhere with confidence in law and order. ‘lhe farmers, 
aided by recent land reforms and other agricultural proyrams, are contented; 
and threatening inflation has been largely kept under control. There is no ques- 
tion that, had it not been for ECA aid in bringing supplies and aiding the increase 
in local production, inflation in Formosa would be mounting so rapidly as to 
jeopardize military effectiveness, and economic collapse would have taken place. 

n the Philippines, the improvement that has taken place in the economic and 
political climate in the past several months, accompanying the first reform legis- 
lation passed by the Philippine Congress in anticipation of United States aid pro- 
grams, has been measurable and gratifying. 

In other countries one can point to examples of specific projects under way 
without being able as yet to assess their impact. 

In Indochina ECA supplies have enabled the governments to demonstrate 
to thousands of war refugees that they would be taken care of when they were 
dispossessed and impoverished by the Communist rebels. A refugee housing 
project in Saigon is demonstrating effectively the same point, while ECA aid 
to highway construction has been of ‘great value both to the civilian economy 
and to the military operation. Burmese medical services and public-health 
facilities, almost completely destroyed during the war and the transition to 
independence, are being rehabilitated with American supplies and the help of 
American technicians. The latter have been on the spot only a few months 
and they have already made a wide and favorable impression. The commodity 
programs in Burma and Indochina have already resulted in the creation of the 
counterpart funds that are now providing revenues needed by the governments 
to carry a variety of greatly needed services. A malaria-control program is 
well under way in Thailand and an extensive highway program is getting under 
way in anticipation of the arrival of ECA-supplied highway-building equipment; 
and the railway repair shops are now rehabilitating engines and freight cars with 
ECA-supplied machinery. 

As already indicated, it is too early to judge results of our programs in most 
SEA countries. In many of the countries, the ECA programs are the first United 
States Government operations of any size. I can tell you that we are learning 
about as much from them as they are leerning from us. We are learning first and 
foremost how complex are the problems facing the leaders of these countries. 
We are learning humility in approaching their problems, and that may be not 
only the beginning of wisdom, but of genuine friendship. 

What we have brought to SEA in the first year I would consider to be chiefly 
the hope and expectation that has accompanied the establishment of our programs. 
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PROSPECTS FOR FISCAL 1952 


It will nevertheless require more than hope to carry the countries of southeast 
Asia through the coming year. It will take increasing réal strength. 

In the year ahead the pressure of the Chinese Communists in southeast Asia 
is likely to increase. This will be true especially if there is a cessation of hostilities 
in Korea. Internal pressures are also likely to increase in a number of countries. 
Lawlessness and disorders are serious problems in Burma and Indonesia; the end 
of the Communist-led rebellion in Indochina is not in sight ; Thailand will probably 
continue in a state of tension; unrest and rebellion have been somewhat abated 
in the Philippines in recent months, but the situation is far from safe. The fight 
in Formosa against runaway inflation will continue to be touch and go. 

The prospects are thus for another difficult year ahead. 

United States aid programs, though marginal in nature, wil] be in better posi- 
tion to aid the governments of southeast Asia resist pressures that threaten their 
independence. Our missions will be fully manned. The pipelines are filling and 
the arrival of United States equipment and supplies will certainly be much more 
satisfactory in quantity than Sete the past year. Increasing numbers of tech- 
nical experts are arriving to help get needed projects underway. The projects 
should begin to bring tangible benefits to the people—and this should impart 
strength to governments. 

We believe the strength that can be mustered in southeast Asia will be adequate 
to enable successful resistance to expected pressures. 

That strength will be much more easily mustered if we can succeed in convincing 
the governments and peoples of southeast Asia of our genuine interest in their 
achieving economic independence as to the companion piece to political independ- 
ence. This we must in some manner manage to convey tothem. One way of doing 
this is by continuing present programs of grant aid. But more is needed. They 
need assurance of a flow of capita] for diversified economic development. And 
they need assurance that dollar aid, dollar loans, and their own dollar resources 
can be translated into physical supplies, equipment, and technicians. This means 
their needs must be accorded high priorities in the United States market. 

The issue with which we are dealing is whether the countries of non-Communist 
Asia can become strong and self-sustaining assets in a free world. This depends 
in large measure on whether the West can win the friendship of the countries of 
Asia and channel to them'enough of the missing components of strength to 
permit them to develop their own latent strength. This issue will be with us for 
many years, but the year ahead will be one of the hardest to weather successfully. 
We will need all of the tools we can get for the task. 

The stakes are of great importance. Southeast Asia dominates a corner of the 
world and controls the passages and communications between the Pacifie and 
Indian Oceans. It is a producer of vast quantities of vital raw materials, greatly 
needed by the free world. It is a potentially rich area. Its peoples are capable, 
with our understanding and with our moral and physical assistance, of developing 
it and of reaping the great rewards of that development. 


NIGHT SESSION 


The committee met in the House Foreign Affairs Committee room, 
the Capitol, at 7:30 p. m., Hon. James P. Richards (chairman) 
presiding. 

Chairman RicHarps. The committee will come to order, please. 
We will continue hearings on the Mutual Security Program legislation. 
Our first witness is our colleague, Representative Kenneth B. Keat- 
ing, of the State of New York. 

Mr. Keating, we will be delighted to hear what you have to say. 
Will 15 minutes be sufficient? 
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STATEMENT OF HON. KENNETH B. KEATING, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Keartina. Fifteen minutes will be fine. 

Chairman Ricuarps. That will be fine. 

Mr. Keatina. I am perfectly willing to be interrupted at any part 
of the proceedings. 

Chairman RicuHarps. State it in your own way. 

Mr. Kearina. I have requested this opportunity to be heard in 
order to discuss with you certain aspects of the proposed military 
assistance program, relating especially to its administration. I speak 
not as a Member of Congress, but as a former member of the armed 
services who had assignments from time to time pertaining to the 
administration of the lend-lease and reverse lend-lease programs dur- 
ing World War II, which I consider in some respects the counterpart 
to the present military-assistance program. 

The International Division under the Assistant Chief of Staff for 
Matériel (Gen. Lucius D. Clay) in the service of supply was the staff 
organization which handled the planning of military lend-lease. I 
served for about 1 year in Washington in the Requirements and 
Assignments Branch of this Division. 

This Branch specifically was charged with assisting foreign countries 
in programing their requirements and acting as a secretariat for the 
Munitions Assignments Committee, which divided American arms 
production between our own forces and the foreign beneficiaries of 
the Lend Lease program. 

In March 1943 I was ordered to India where I spent nearly 3 years 
in the China-Burma-India theater. During the first 6 months of 
this tour of duty my principal assignment was to endeavor to increase 
the flow of reverse lend-lease from India of indigenous materials to 
supply United States and Chinese forces. To assist in this effort, 
an Indian Munitions Assignments Committee was set up with Indian, 
British, and United States Army representation. 

Thereafter, following transfer from United States to an Allied 
command when the southeast Asia command was set up, part of my 
duties were in connection with the screening of British requests for 
lend-lease equipment to supply their troops serving in Burma and the 
Far East. 

On the civilian side there was an organization set up known as the 
Office of Lend-Lease Administration, which handled requests of our 
Allies for items of civilian procurement deemed necessary to the 
prosecution of the war effort. The exact administrative structure 
has passed out of my mind, but I believe the Foreign Economic 
Administration was an offshoot of or successor to Office of Lend-Lease 
Administration and it had missions in various countries which worked 
in cooperation with the military authorities but which were not under 
military command. 

While there were the usual number of headaches and conflicts, 
mostly of a trivial nature, the set-up I have outlined worked very 
satisfactorily. It would have been unsound, unworkable, and _per- 
haps disastrous to have vested the administration of the military 
lend-lease program in the hands of the civilian agency and probably 
the converse is true. 
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The formulation of requirements for supply of Allied troops, the 
division of short-supply items between Allied and United States 
forces and among ‘Allied forces inter se and, conversely, the acquisi- 
tion of indigenous products from foreign countries for use by United 
States and other Allied forces were all essentially military problems. 
It would have beea impossible for a civilian agency to have handled 
these matters. 

Furthermore, many, many millions of dollars were saved to the 
American taxpayers by reason of the fact that the military officer 
charged with procuring items of indigenous production from the In- 
dian Government, at that time dominated and widely staffed by 
British officials, was also the military officer who passed upon and 
screened requests of the British for supply of their far eastern forces, 
and without whose approval assignments of such material would not 
be authorized in Washington. 

It frequently developed that, whereas we were first told that the 
civilian economy of India could not endure the strain entailed in the 
production of a certain military item requested by the United States 
forces, a different attitude was encountered later when it was felt 
that some footdragging ensued regarding the approval of British re- 
quests from American production. 

I do not mean to imply that there was any active friction between 
British and American forces. _My own experiences with British officers 
were in nearly all instances pleasant and satisfactory. 

But the fact remains that, had we not possessed the leverage inherent 
in our resporsibility for approving British requests for equipment 
from the United States, the volume of reverse y ary Boos from India 
would have been greatly reduced with the consequent greater drain 
upon United States resources to supply the items and the increased 
burden upon American taxpayers through being required to put up the 
money for the items rather than to have their cost credited against a 
much larger lend-lease account. 

My experience, therefore, leads me to recommend in the strongest 
terms that authority be granted to the Defense Department exclu- 
sively to handle the program of military assistance and that the 
Defense Department be granted at least a powerful voice through veto 
power or otherwise, if not exclusive jurisdiction over the program for 
enabling our allies to assist in the common defense effort. 

My understanding is that MDAP is now handled through the ap- 
propriation of funds to the President, who turns them over to the 
Secretary of State, who in turn parcels them out to the Defense 
Department. It strikes me that this method of operation is unneces- 
sarily cumbersome, time-consuming, and expensive. 

Worse than that, if our country should be faced with a Pearl Harbor 
and forced to forsake its present relatively leisurely course for immedi- 
ate action, the present method might result in fatal delays in the 
achievement of our objectives. 

I confess unfamiliarity with the detailed method of handling this 
program. But I do feel strongly that it is a serious matter upon which 
this committee should take testimony to see whether the existing 
method entails a waste in man-hours or a costly time lag. 

As to the latter, it should be borne in mind, it seems to me, that 
probably items of military procurement are not now being taken off 
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the shelf and that there is a necessary lapse of time in any event in 
getting them into full procurement. 

What the committee needs to do is envision the situation which 
hereafter will exist when new procurement is going full blast and deter- 
mine whether the procedures set up are best designed to get the items 
involved into the hands of the fighting forces of our allies or whether 
the paper work is such as to cause the program to bog down seriously 
just at the time it may be most needed. 

If an all-out war should develop within the next year or two, it 
might be fatal to its successful prosecution as an allied effort if it 
were necessary to go through all the red tape of State Department 
and possibly ECA—or its off-shoot—clearance, as well as Department 
of Defense and then individual service clearance before a bullet could 
be sent to Belgium or a tank to Turkey. 

I do not know how extensive an organization has been built up in 
the Department of State to handle MDAP. There may be factors 
with which I am unacquainted which make it desirable to vest in the 
Secretary of State partial responsibility for the administration of 
military assistance. 

But I view with misgivings the constantly increasing trend toward 
converting a traditionally policv-making department into an operating 
agency. Particularly does this hold when the operations in question 
pertain to the defense and security of our own country, which furnishes 
the only justification, in my judgment, for embarking upon a program 
of military assistance to other nations. 

While the Department of State, no doubt, should be kept informed 
in a general way regarding the military build-up overseas, | can see 
no reason for that Department to be concerned with the details of 
administration. Not only does that necessarily result in wasteful 
overlapping of functions and needless delays but also in wider dis- 
persal of the security risk, an important element in this field. 

There is another practical consideration of which this committee 
may feel it proper to take cognizance. Without leveling any accusa- 
tions and refraining from any discussion of the justification or lack 
thereof for the prevalent feeling, it is an undoubted fact both public 
and congressional confidence and support for the program of military 
assistance will be enhanced if the measure which we pass clearly 
pro\ides that the adrinistration of the program will be a Defense 
Department rather than a State Department responsibility. 

Many errinent authorities, I understand, advocate the creation 
of a new agency to take over all foreign aid programs, both economic 
and military. There may be merit in a closer integration of the various 
plans for economic assistance which, I assure, will be drastically 
reduced both on account of the improved condition of recipient 
countries and the necessities of the tense world situation, which 
require that the aid we furnish now wust be primarily of either a 
direct or indirect military character, meaning by that either direct 
assignment of equipment and munitions of war or assistance in 
increasing the capabilities of other nations to build up their own 
military potential. 

But I can see no necessity for or desirability in transferring to any 
such newly created agency the responsibility for essentially wilitary 
programs. Reliance must be placed on those who, by training and 
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experience, are best equipped to deal with the problem, namely, the 
Army, Navy, and Air Force personnel. 

Although a new agency probably would command greater confidence 
than the Department of State, any administrative set-up which envyi- 
sions double screening and paper work seems to me undesirable and 
unnecessary. : 

No doubt there are in Government service now, notably in ECA, 
many capable men and women who have specialized knowledge regard- 
ing the contributions which other nations associated with us could 
make to the over-all defense picture. Their advice would be of 
inestimable value in determining just how far it is appropriate and 
desirable for us to go in insisting that indigenous materials and labor 
in the various countries be utilized in the common effort. 

This corps of trained personnel, for instance, can render invaluable 
help in arriving at the correct conclusion as to how these air bases 
which are being distributed all over the world are to be constructed. 
Insofar as it is possible, they should be built with indigenous materials 
and labor. To the fullest extent feasible, French francs, not American 
dollars, should be used to build airfields in France. 

If these trained people cannot for some reason be transferred to the 
Defense Department, there should, of course, be the closest kind of a 
working arrangement to take advantage of their specialized abilities. 

But the final decision in these matters should rest with the same 
persons who are going to decide the amount and type of military 
equipment and weapons which will be transferred to the beneficiary 
countries. I am convinced, from personal observation and experience, 
that such a centralization of responsibility is essential to the success of 
any plan and the proper safeguarding of the intérests of the American 
taxpayers who must foot the bill. 

I am satisfied that the concept of collective security issound. From 
every point of view, not the least that of the American taxpayer, it is 
desirable that we should divert a portion of our defense budget for the 
purpose of helping to arm other countries whose aims and principles 
and whose determination to resist aggression coincide with ours. 

From the dollars-and-cents standpoint alone, it is infinitely cheaper 
to arm and equip a French, Italian, or British division than it is an 
American division. For the success of the venture, however, it is 
imperative that any program have the widest possible public accept- 
ance. 

It will facilitate the achievement of that objective, in my judgment, 
if we make sure, in framing the legislation, that we fashion a measure 
which is administratively sound and which gives effect to our previous 
experience under the lend-lease and reverse lend-lease programs. 

Chairman Ricwarps. Thank you, Mr. Keating. That was a very 
thoughtful statement. I appreciate it’s coming from you, particu- 
larly in view of your military service. 

What was your rank in the service? 

Mr. Keartina. I was a colonel when I left the service. I am now a 
brigadier general. 

Chairman RicHarps. You outrank. Mr. Mansfield. He was a 
sergeant. 

Mr. CurperFIELD. I was a private. 

Mr. Keatina. I have enjoyed both Mr. Chiperfield’s and Mr. 
Mansfield’s ranks at varying times. 
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Chairman Ricuarps. Now I believe the defense proposal for this 
fiscal year will amount to about $60 billion. Do you believe that this 
proposal for military assistance, this part of it, will amount to some- 
thing over $6 billion as proposed? 

Mr. Kuatine. That is on top of the $60 billion? 

Chairman Ricuarps. That is right. Which is about 10 percent. 
Do you feel it is a reasonable sum to spend for collective security 
abroad? 

Mr. Kuatine. Well, I baven’t given it thought in a percentage 
relationship. My feeling is perhaps colored somewhat by the fact 
that I was in the middle of this activity in the last war. I think it is 
money well spent to take a part of the total amount that we can afford 
to spend for arming ourselves to assist in arming those who are friendly 
with us. 

I wouldn’t be prepared to say what that percentage should be. 
Certainly it doesn’t sound out of the way to put it in that way, I would 
think. But I haven’t studied the amount sought sufficiently to be 
competent to answer that, really. We must always consider, of 
course, the imperative necessity that we maintain a sound economy. 

Chairman Ricuarps. Well, Mr. Keating, we have heard from a good 
many witnesses here, and we have learned that they think that the 
military end item of it, such as for use abroad in this program, and 
economic aid that would increase military production over there, are 
closely akin. Naturally, we want to get the recipient countries to 
contribute themselves so that we may not have to furnish so much 
military aid. 

Do you think that feature should be under the armed services too? 

Mr. Keartina. I would prefer to see the armed services responsible 
for increasing the military contribution of our allies. I think they 
would do the best job. 

There is a certain amount of trading in that, as I brought out in my 
statement. We do want to have them do everything that they 
possibly can be convinced they should do. And one method of 
convincing them is by the old Yankee trading system. In my ex- 
perience that was the most effective way that we really built up the 
reverse lend-lease of India to a sizable figure. 1 don’t say that is the 
only way; that wouldn’t be quite fair. 

Chairman Ricnarps. It is a lever that should be used? 

Mr. Kearttina. It is definitely a lever that we should use, and we 
should be fair but should be very firm in our dealings with our allies 
in that regard. Whoever has the final say on the one should have 
the say on the other. Or at least there should be such a close working 
arrangement that it amounts to that in effect. 

It is possible that you could have the military authorities who are 
actually charged with assigning the end items make that decision or 
have them simply have a veto power on that, so that foreign nations— 
nation X, for instance, that wants so many guns, needs them for 
their forces—will realize that they are only going to get them if they 
take certain action as a part of the price, which we must always be 
fair about and measure within their reasonable capabilities. 

Chairman Ricuarps. Thank you very much. 

Mr. Chipevrfield? 

Mr. CurperFietp. You have made a very fine statement, Mr. 
Keating. I think we all have the same objective, and that is to get 
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a good job done. Mr. Hoffman and Nelson Rockefeller suggested a 
single agency to handle the military and economic parts of this pro- 
gram. You suggest the armed services might do it. 

Mr. Keatine. The armed services, Department of Defense. 

Mr. Cuiperrievp. If I understand your statement correctly, you 
would want to take advantage of the existing civilian personnel under 
ECA and work those into the program somewhere? 

Mr. Keatina. Yes, I would, 

Mr. CuiperFieLp. Now we also have under this program point 4, 
the Far East and Africa and Near East. You would not have the 
armed services handle that end of it, would you? 

Mr. Keatina. No, I would not; nor do I believe the armed services 
would want it either. 

Mr. Cuiperrietp. No, I agree. Strangely enough, there is more 
ECA aid per se in this program than you would think, rather than 
just ECA to help the military, production, because of the fact that if 
a foreign country increases its military effort the dollars that they 
use in that effort have to be made up some other place out of the 
general economy. 

Now I do not know whether the armed services would be the best 
agency to handle that kind of thing or not. I am just wondering 
what your opinion on it was. 

Mr. Keatina. I would not think they would be equipped to handle 
what was purely economic aid. 

Mr. CurPerFIELD. Economic aid, per se. 

Mr. Keartina. I had in mind that economic aid breaks itself down 
into two categories, and the purely economic aid I would think would 
necessarily be reduced almost to the vanishing point now. 

The other type of economic aid, to assist them in their contribution 
to common defense effort, I believe the military could handle. 

Mr. CurrerFievp. I thought so too, but ECA as I say, per se, is 
about to end. But I find that according to the views that have been 
presented to this committee, because of the extra additional effort to 
increase military production, there is a feeling that general economic 
aid is still necessary in many instances. 

What I thought we should do is have specific economic programs 
that would aid the military production, for example signal equipment; 
they may need raw materials, the same with radar. But ECA still 
clings to general economic aid. And I am, as I said before, wondering 
whether the Armed Services would be the best agency for that. 

Or would it be better to have a single agency like Mr. Rockefeller 
suggests, or Mr. Hoffman suggests, that would take all the economic 
phases, point 4, ECA, maybe Import-Export Bank loans, and so on, 
and have them all under one agency, and then have cooperation with 
the Armed Services and let them handle the purely military. 

Mr. Keatine. Well, I would urge in any event that the final word 
on the assignment of military equipment be left with the Defense 
Department. 

Mr. CurpEeRFIELD. Well, I feel that everbody who has been before 
us wants to leave the military end items and all that kind of thing to 
the Military Department, or Armed Services. I don’t think anybody 
suggests the military end should be taken from the armed services, 
but there should be close cooperation, and maybe one agency have the 
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final responsibility of bringing the economic and the military pro- 
grams together. 

Mr. Keatine. Well, I recognize the eminence of men who have 
recommended the creation of a completely new agency, and I have 
great respect for their ability and experience. I have not myself been 
sold on the necessity for that single new agency, but I do not consider 
myself fully informed or by any means an expert on it. 

I would not want to leave to that new agency the final say on the 
military assistance. 

Mr. CurperFIELb. One final observation. Of course the time ele- 
ment is involved here, and if we were to create a new agency that 
would disrupt our aid for a considerable period of time, we have to 
take that into consideration, and whether or not we had not better 
just go along the same lines which have worked pretty well with ECA 
and the armed services, we at least ought to give that consideration. 

Mr. Keatinac. And your point 4 and other additional items are 
now handled by the State Department; is that right, or is that ECA? 

Am I right, John, it is handled separately, the point 4? It is under 
the State Department. But I think ECA officials do not handle that 
directly, as I understand it. I think they have their own set-up. 

Mr. Vorys. Where there is both point 4 and ECA, ECA handles 
it; where there is only point 4, the State Department handles it. 

Chairman Ricuarps. Mr. Gordon? 

Mr. Gorpvon. Thank you, Mr. Keating, for your appearance. I 
have no questions at this time. 

Mr. Vorys. Mr. Keating, you have told about your experience. 
Was your experience military or civilian prior to that? 

Mr. Kratinea. It was entirely civilian. 

Mr. Vorys. I know that you did efficient work, but was there 
anything about this soldier suit that you put on that particularly 
colored the type of service you rendered when you went in green in 
the Service of Supply? 

Mr. KearTine. Ves: there was. Because I was under military 
command, and I was under some very able Army men. I do not 
know enough about guns and ammunition to stick in your eye, 
myself, but I did know a little bit about horse trading. And under 
the direction of very able senior officers I could assist them with the 
problem. 

But I feel confident, not because of my own abilities but because 
of my suit, if you want to put it that way, and the great abilities of 
my superior officers, that we could do a very much better job than 
any civilian group I have ever encountered in any department of the 
Federal Government could do under similar circumstances in inducing 
our allies to increase their military output. 

Now I do not want to disparage the fine work of, the Foreign 
Economic Administration, which worked with us out there. 

Mr. Vorys. You are wrong in your history, the ancestry of that 
agency. It was a successor to BEW—Board of Economic Warfare— 
and that became FEA. Henry Wallace headed BEW and that 
became FEA. But lend-lease, I think, continued through to the 
death, to the end of the war. 

Mr. Keatina. Then I am mistaken when I say lend-lease had 
missions around the country. It was FEA that had the missions. 
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And it had no connection. I accept your explanation, because I 
was not familiar with that. It had passed out of my mind. 

But they were concerned with assisting the countries out there with 
civilian items that they needed. 

Mr. Vorys. Well, you remember that at all times lend-lease had a 
civilian head. 

Mr. Keatina. That is right. 

Mr. Vorys. Who was an independent officer under the President? 
What would you think of that as a pattern for this thing, based on 
your experience? 

Mr. Keatrina. Well, that was Mr. Hopkins; was he not the head? 

Mr. Vorys. Mr. Stettinius, until he became Secretary of State. 
Then Leo Crowle;. 

Mr. Keartina. I just do not think, from my experience, that they 
would be hard-boiled enough in dealing with these other countries 
that we have to deal with. I believe that the Army authorities would 
have to be shown, and they have demonstrated that they have to be 
shown, before they take action, a little bit more than the civilian 
agencies have. Furthermore, the military are the only ones who 
possess the technical know-how to do the job and I am not convinced 
that there is need to create another layer above them with all the 
red tape that entails. 

Mr. Vorys. As you no doubt have been told by others, the pro- 
curement of military equipment is under the defense agencies in the 
military, under all the proposals before us. 

Mr. Keatine. No; I do not know that. 

Mr. Vorys. Yes. But even the military procurement under the 
appropriation that the President siphoned into the State Department, 
is procured by the Defense Department, and the end items are sub- 
stantially the same as we get for ourselves. 

The problem comes when the question is whether you should have— 
let us say ship over small-arms ammunition to France or set up a 
small-arms ammunition plant in France. It is at that point that it 
has been urged upon us that the military would not be the best 
deciders. 

And I may say this from our experience in this committee, and I 
think in Congress generally: We have not found that the military in 
negotiating or in spending money were any more economical than these 
civilian agencies. We possibly found that that was the case. 

Mr. Keartine. Well, I have been critical of the military on the same 
basis. But I can speak not only from my own experience, but from 
that of others who were associated in the handling of the lend-lease, 
reverse lend-lease programs, I think we often do not realize the extent 
of reverse lend-lease during World War II. And I sense, perhaps 
without justification, a spirit now which inclines toward having Uncle 
Sam do it all, without having the other nations do what I would con- 
sider their fair share. I believe that the military might be a little 
tougher in having them do their full share than a civilian agency. 

But that again gets back largely to a matter of administration. I 
had not heard of this idea of setting up a new administrator right in the 
White House, you might say. I think perhaps for over-all direction, 
that might have some merit. 

Chairman Ricuarps. Mr. Keating, we are under the 5-minute 
rule here, so I am going to let Mr. Mansfield have his say. 
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Mr. Mansriexip. Mr. Chairman, I think it is especially important 
that we have such a distinguished statesman as our colleague from 
New York with us tonight presenting his views on this legislation. 

Mr. Keating, it appeared to us who went to Europe last month, 
that there was a very close liaison between ECA, the military missions, 
and the ambassadors in the countries we visited. And as Mr. Vorys 
has brought out, the Defense Establishment does have the right to 
declare and to trace down and to produce the needs for the military, 
and those things to which the military missions are assigned. It is 
my impression that the military in those countries are the ones who 
are directly responsible for specifying minutely just what the needs 
of that particular country are. And so far as I know there has been 
no friction between these different agencies, but a great deal of collab- 
oration. 

In other words, the military seem to be satisfied with the situation 
existing. 

Now, if you were to follow your conclusion through to its logical 
end, it would appear to me that in those countries you would place the 
head of the military mission at least on a par with the ambassador, 
and perhaps because of his power through the use of these huge sums of 
money, he would be in a more strategic and more powerful position. 

Do you think that would be the right thing to have? You see this 
is not only military, but it is political as well, when you look at the 
over-all picture. 

Mr. Keatine. I know. You have the double problem, or we do in 
Congress, before us. We must not look at it purely as a military 
proposition. 

In the first place, I am delighted to hear you say that they do work 
in harmony, and that there is no friction. I would hope that that 
would continue after the program really got going. 

I would not be concerned about the head of the military mission 
being as highly considered as the ambassador, and the various other 
questions. I am not much of a fellow for protocol. There might be 
repercussions from that that do not occur to me, but I would not be 
shocked at all to have them on a par with the ambassador. 

Mr. Mansrietp. What I had in mind, Mr. Keating, was this: You 
might find the head of the military mission with so much power in a 
particular country like Belgium, for instance—their request was some- 
thing like $450,000,000 this year—you might have that man, who I 
believe was a colonel, become the fellow to whom the officials in that 
country would go because of the power which he naturally would wield. 

As it is at the present time, the ambassador in every country, men 
like James Bruce in France, James Dunn in Italy, and others are the 
ones who, because of their position, seem to have the final say. 

Now, as you say, this collaboration and this good will might not 
exist forever, because it does appear to me that you cannot look at this 
thing alone from the military view, but you also have to consider the 
political conditions, if any, and keep in mind the position of the am- 
bassador. 

And I might say that on the basis of what I saw in Europe we have 
an extremely capable bunch of representatives there who get along 
very well. 

Mr. Keatina. I have the highest regard for two or three, and I do 
not mean to eliminate the others whom I do not know personally. I 
appreciate that there may be force in what you say. 
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Do I understand that it is proposed that the ambassador in the 
country might have the final say on what would be sent to the country 
in the way of military equipment after taking advice from the military 
authorities? 

Mr. MansrFrie.p. Well, I could not answer that question specifically. 

Mr. Keartina. I was wondering whether that was one of the pro- 
posals before you. 

Mr. MansFIevp. Oh, no. But in those countries the government 
therein looks to the ambassador as the representative of the American 
Government. I imagine that the ambassadors in each country are 
consulted, and they seem to have a pretty good grasp of the situation. 
And on the basis of their collaboration with the military and the EC A, 
so far as I have been able to find out, there has been no friction yet. 

Now if you were to transfer the position which the ambassador has 
held, through decades, and have this put in the hands of a military 
man because of his power of the purse, so to speak, then you would 
create a situation which I think might have bad repercussions. 

I do not know, I am just throwing the thought out. 

Mr. Keatina. I presume it would be vigorously opposed by thie 
State Department. I expect that. As you know, I have been a sup- 
porter of the foreign-aid programs consistently, but I am critical of the 
lack of realism displayed at times by the Department of State in their 
dealings with our allies. I just do not think they are two-fisted enough 
in their dealings with the foreign countries. I think it has been demon- 
strated time and time again, and perhaps it is inherent in the art of 
diplomacy that you are more inclined to give in. 

But it does seem to me that we give in too much. I do not want to 
get warmed up on that subject either, because it is a little bit apart 
from where we are. But despite the high regard which I have for two 
or three of the ambassadors in Europe whom I personally know, they 
have to think who is layered on top of them. And I would be afraid 
that the best interests of the American taxpayers would not be served 
by leaving the final say in their hands. 

Mr. Mansrie.p. Of course we all recognize the fact that in our 
foreign policy today there has to be a close liaison between the military 
and the political, or the State Department. 

Mr. Keating. That is right. 

Chairman Ricnarps. Mr. Carnahan? 

Mr. CarnaHan. I have no questions, Mr. Chairman. 

Chairman Ricuarps. Mr. Burleson? 4 

Mr. Burueson. Mr. Keating, I just want to express my apprecia- 
tion for your being here. Obviously you have given a great deal of F 
thought to your statements—especially to the administration of this 
program, and I want you to know this feature has been a great 
concern to many of us around this table. 

Chairman Ricuarps. Are you all Republicans or Democrats 
around there? 

Mr. Buruerson. We are playing both sides. 

Chairman Ricuarps. Mr. Battle? 

Mr. Bart.e. Sir, I have no questions. However, I would like tof 
say that I appreciate the testimony of the distinguished ptome 
from New York. I know he has supported our foreign policy in the F 
past, and I hope we will work out legislation in this committee that P 
will be sound enough to merit his support this time. 
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Chairman Ricuarps. Mr. Hays? 

Mr. Hays. I would like to add my word of appreciation. I am 
sorry I could not be here to hear it presented, but I have read the 
statement of our colleague. 

When you were in India, did you have an opportunity to study 
the agricultural situation there? 

Mr. Keatine. Well, not very fully, but I saw what agriculture 
there was there to be pretty primitive. I did have occasion to be 
nearly all over India. faa not just stationed in one place. 

Mr. Hays. Assuming that we can work out a sound plan that 
embraces a certain emphasis upon fundamental agricultural change 
and advancement, would you feel that the Congress should get into 
that field for the purpose of stabilizing conditions in that critical area? 

Mr. Keartina. In India? 

Mr. Hays. Yes. I have moved on the assumption that agriculture 
is basic in that part of Asia, and that their mixed economic and social 
problems are so complicated that we need to give more attention to 
it than we have. I am wondering if you can confirm that. 

Mr. Keatine. Well, India is mostly desert, most of what I saw. 
Arid desert. Worse than any of our areas here. 

Mr. Hays. Well, of course then you have a reclamation problem, 
water resources. But in the areas in which there is fertility, or 
potential fertility —— 

Mr. Keatine. There have been wonderful jobs done by some of the 
missionaries out there, agricultural missionaries if you can call them 
that. One of them ran a school, wrote a number of articles when he 
came back, a man with a long name. 

Mr. Hays. Higgenbotham? 

Mr. Kearine. That is the name. Reclaiming a lot of that land. 
But to try to get into that is just a stupendous task. Just stupendous. 
I am not prepared to say we should not make a start, but it is a 
long-range proposition. 

Mr. Hays. That is all. 

Chairman Ricuarps. I know Mr. Hays is a very fine Member of 
Congress, but he has been accused at times of riding to his office in the 
morning on a cloud. 

Mr. Keating. Well, I am sure he is closer to heaven than almost 
any of the rest of us. 

Chairman Ricuarps. I know if he rides on a cloud, I would just as 
soon be there with him. 

Mr. Hays. You cannot learn enough of these problems, Mr. Chair- 
man, without getting altitude. You have to have a view of the 
whole landscape. 

Chairman Ricwarps. What did Mr. Lanham say when I accused 
you of cloud riding? 

Mr. Hays. Modesty forbids my saying, but he stuck up for me. 

Mr. Vorys. As our chairman said, as a good Baptist he may have 
his head in the clouds, but he has his feet in the water. 

Chairman Ricnarps. That would not do him any good unless he 
goes all the way under. 

Mr. Keating, I just want to ask one question: You do not think 
that, although you served in the Army as a general, you qualify as a 
brass hat? 
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Mr. Keatinc. No. One-star generals are a dime a dozen and 
ex-generals cheaper than that. 

Chairman Ricuarps. Thank you very much, sir. We appreciate 
your testimony. 

Mr. Keatina. I appreciate the privilege of appearing before your 
distinguished and hard-working committee. 

Chairman Ricuarps. The next witness is Mrs. Allen C. G. Mitchell, 
of the League of Women Voters. 

Mrs. Mitchell, will you have a seat, please? Have you a prepared 
statement? 


STATEMENT OF MRS. ALLEN C. G. MITCHELL, A DIRECTOR OF 
THE LEAGUE OF WOMEN VOTERS OF THE UNITED STATES 


Mrs. Mircuetu. Mr. Chairman, I have a short prepared statement, 
and I would be very glad if the committee would interrupt me at 
any time to answer questions, or afterward. 

Chairman RicHarps. Would you like to place your statement in 
the record and then have discussion? We have not had an oppor- 
tunity to read it yet. 

Mrs. Mrrene uy. I think I would rather read it, if that is all right 
with you. 

I would like to add just one word, though: We are very much 
aware of how much time vou gentlemen have spent hearing experts, 
and we have the feeling that the main way that we in the League of 
Women Voters can be of assistance to you is to give you a bird’s-eye 
view, you might say, of public opinion as we see it reflected in our 
membership. 

First, I would like to say a word about our organization to give 
you a brief idea of the group. Itisa nonpartisan organization devoted 
to developing informed and active citizens. We now have over 
100,000 members, organized in 764 communities, in 43 States. 

The league is supporting a program of economic and military 
assistance to other countries because we believe such a program to be 
basic to the present and future security of the United States. In 
particular, the league has given sustained attention to the North 
Atlantic Treaty Organization, the European recovery program, and 
assistance to underdeveloped countries by the United States and the 
United Nations. 

We would like to see these three programs included in the bill 
which this committee will write. 1 should like to speak briefly first 
about NATO and ERP, and then at more length about aid to under- 
developed countries which our members believe should be emphasized 
at this time. 

1. The League of Women Voters supports the North Atlantic 
Treaty, and that support is based on our conviction that collective 
security offers the best chance for a lasting peace. We have supported 
this treaty since 1949 when it became evident that efforts in the 
United Nations to create an effective security system were being 
blocked. 

We regard the treaty as a necessary expedient and supplementary 
to the United Nations, but by no means a substitute. In April, at our 
national council, the delegates again discussed collective security 
problems. We favor the strengthening of the North Atlantic Treaty 
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Organization and supplying it with the necessary materials to enable 
the member countries to build and coordinate their defense effort. 

2. The league endorsed the European recovery program in 1948 
after prolonged discussion of the risks and costs involved. The evi- 
dence shows that the hopes of the program were realized beyond most 
expectations. 

Exclusive of the accomplishments in the realm of industrial and 
agricultural production and increase in trade there are other favorable 
outcomes. The European recovery program has inspired the member 
nations to take bold steps toward the integration of their economies 
and toward closer political cooperation. The Organization of Euro- 
pean Economic Cooperation, the Strasbourg assembly, the Schuman 
plan, the European Payments Union, as well as proposals for a Euro- 
pean army represent significant advances toward a Europe capable of 
supporting and defending itself. 

All western European nations, however, have not progressed in 
their recovery at the same rate. In ‘some nations production still lags 
and the balance of payments problem is acute. Also, the living 
standard is still so low that many of the people remain discontented 
and are susceptible to totalitarian doctrines which seem to promise 
relief. 

The existence of such problems warrants continued United States 
participation in European recovery. These nations now have the 
added burden of rearming to defend themselves against possible 
aggression. Without continued United States help, European nations 
would seriously jeopardize the economic strength brought about by 
their labor in the last few vears. 

The League of Women Voters, therefore, urges Congress to continue 
adequate appropriations for economic aid to Western European 
nations. 

3. In the past 2 years the league has given much attention to the 
acute problems of underdeveloped countries, particularly their effect 
on the immediate security of the United States as well as our longer 
range plans for peace. 

At our last convention in 1950, one of the three national issues 
chosen for concentrated attention was— 
the expansion of world trade and international economic development with 
maximum use of United Nations agencies. 

More recently at this year’s council meeting the delegates were 
outspoken in reporting widespread support among the league member- 
ship for technical assistance to underdeveloped countries. 

The support among our membership for this program of assistance 
to the underdeveloped nations is so great that I am including a few 
quotations from local leagues. 

From Peterboro, N. H.: 

The Peterboro league heartily endorses the point 4 program. It does not want to 
see the long-range objectives lost sight of in the defense crisis. It felt that the 
psychological value was as great as the strategic materials value if they must be 
balanced against each other. 

The league believes— 

I am still quoting the Peterboro, N. H., league— 


that in spite of difficulties and complications due to the defense effort, the program 
should be carried out for the benefit of the peoples in the underdeveloped areas 
and in the hope that it will further the peace effort. 
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This is one from Lancaster, Pa.: 

We feel strongly that a really bold and imaginative point 4 program is the most 
important challenge facing us. By far the strongest feeling— 
that is what came out of the debate in this league— 


was that the military aid program should not be allowed to disrupt economic 
recovery in Europe and that a strong point 4 program is the best containment 
policy in Asia. 

From Yellow Springs, Ohio: 


We believe that conditions in backward areas are an ever-increasing danger to 
world peace and would be so even if Russian imperialism should somehow dis- 
appear. Therefore, we feel that point 4 cannot wait until the emergency is over, 
but must be pushed immediately and vigorously. 

Yellow Springs members are strongly in favor of our promoting the 
point 4 program largely by appropriating funds to be administered 
through the UN. 


We support wholeheartedly maximum use of United Nations agencies. 


From Pasadena, Calif.: 

At a time when military measures are receiving primary consideration, we 
believe it is the league’s function to emphasize the importance of international! 
economic development as a means of promoting world stability. 

From St. Louis, Mo.: 

At a members’ meeting in March, our league voted to ask national to be on the 
watch for point 4 legislation, and to support it in every way possible. 

I have another one that is included here, testimony from Stillwater, 
Okla. And if you would like more, to give you an impression of the 


opinion from other regions, we would be very glad to give them to you. 
But I think that gives you an idea how public ape is running as 


we see it from our office. This whole international economic develop- 
ment program makes sense to our members. I am on page 4 now. 
I am cutting a little bit in view of the lateness. 

— Ricuarps. Those were the impressions you were talking 
about? 

Mrs. Mircue ty. They were the impressions, and I thought in 
inserting them you would like to have them in the words of the people 
as we get it in our office. 

Now I will just continue with the prepared text on page 4, the 
second paragraph. 

This program makes sense to our members and we believe it has 
also caught the imagination of the American people. We agree 
strongly with the view expressed in the Rockefeller report, Partners 
in Progress, that the United States can no longer assure its own 
security with means found here at home. We need the under- 
developed countries, both economically and politically, and the 
peoples of those countries are anxious for a chance to help themselves. 

We believe the United States should seize this opportunity for a 
mutually beneficial program. Such a program offers hope to the 
people of the United States, and, we would like also to point out, to 
the people of the free world, that we can in due course cope with 
our world-wide economic problems before we are overcome by internal 
or external attack or by the strain of arming against attack. 

Communism has spread by exploiting the very real conditions of 
want which exist for the vast majority of people in the underdeveloped 
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countries and for the sizable group of underprivileged in certain 
developed countries such as France and Italy. The sound way to 
combat the Communist advance is for the free world to meet it 
squarely with a positive program to cut the ground from under its feet. 

Fortunately, the free world already has a successful start on such 
a positive program through the activities of the United Nations and 
its specialized agencies, the United States point 4 program, and the 
Columbo program of the Commonwealth. 

We have learned through experience with the European recovery 
program and in Latin America how to apply the techniques of mutual 
aid and self-help so that the contribution we make in personnel and 
in dollars can result in lasting benefits. 

The technical assistance program is one that allows those who have 
skills and who have profited from the atmosphere of a free society 
to share those skills with others who have not had those opportunities. 

The league is concerned that the technical-assistance program go 
forward as much as possible through the United Nations. We realize 
some of the limitations of the program progressing on a multilateral 
scale, but the League believes that the advantages outweigh the dis- 
advantages. ‘ 

Maximum use of the United Nations is efficient use of American 
money as it means sharing with other countries the burden of pro- 
viding funds, equipment, technicians, and training facilities. Maxi- 
mum use of the United Nations also has the advantage of counter- 
acting the deep fear of recipient countries of exploitation by the 
economically developed countries. 

The Congress and those who administer technical-aid programs 
should look with foresight to the increased use of the United Nations 
in carrying out these programs. It is gratifying that the rehabilitation 
programs for Korea and the Arab refugees are to be carried out 
through the United Nations. I emphasize the United Nations because 
the league believes that the foundation of American foreign policy 
lies in supporting and strengthening the UN whenever we can, and 
that witheut such an international body there is little possibility of 
maintaining international order. 

Our success in maintaining the rearmament effort over the necessary 
period of years will depend directly on the success of economic effort 
of the free world. Furthermore, not only the rearmament effort but 
the present and future prosperity of the industrialized regions depends 
on the markets and raw materials of the underdeveloped regions, which 
are in turn dependent on us. 

We see the interrelationsnip of these programs to the extent that 
one cannot succeed without the fulfillment of the other two. 

One of the most difficult questions which the Congress must face in 
connection with this mutual security legislation is what is a sound 
division of funds and materials between the arms program and eco- 
nomic program. We fear there may be a tendency to sacrifice eco- 
nomic aid to the more obvious needs for military aid. We believe 
this would be short-sighted and in the long run perhaps disastrous. 
The importance of economic aid has been expressed by our members 
again and again, so J want to emphasize it to the committee. 

The League is well aware of the strains which the rearmament 
effort is putting on the American economy with the consequent 
danger of inflation. In the modern world the price level is not merely 
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a domestic concern. Inflation here produces repercussions throughout 
the free world. 

Our members have been active in urging the Executive and the 
Congress to support a firm program to control inflation, particularly 
stressing the need for a pay-as-we-go tax program, credit controls, and 
reductions in nonessential Government expenditures. 

At the same time we are convinced that the United States must 
continue to fulfill its collective security obligations under the United 
Nations Charter and such regional agreements as the North Atlantic 
Treaty. 

In the long run, a collective system of defense will be less costly to 
the United States, as well as offering the world its best chance of 
deterring aggression. 

In summary, the League of Women Voters is supporting military 
aid to implement the North Atlantic Treaty, continuance of the 
European recovery program, and assistance to underdeveloped coun- 
tries; and we are emphasizing the importance of the economic assist- 
ance and full use of United Nations agencies wherever possible. 

We believe that the goal of world peace is to be won only through 
cooperative effort, and we are convinced that American leadership is 
imperative if this cooperative effort is to succeed. 

Finally, we know that the United States leadership is the responsi- 
bility of every American citizen. The League of Women Voiers, a 
citizens’ organization, is concerned with the Government’s role in 
national and international affairs, assures the Congress of its active 
and concerted support for these three programs of United States 
foreign policy. We ask that the bill which your committee reports 
make adequate authorization for their support. 

Chairman Ricnarps. Thank you very much, Mrs. Mitchell. You 
have not only given us some good advice in the foreign-aid program, 
but in other aspects of this problem. We appreciate your coming 
before us. 

Are there any questions from the members of the committee? Mr. 
Chiperfield. 

Mr. Cuiperrieip. No questions. Thank you for your statement, 
though. 

Chairman Ricnarps. Thank you very much, Mrs. Mitchell. 

Mr. Burueson. I would like to say it is nice to see you again, Mrs. 
Mitchell. Although we have no one from your State on our committee, 
] have spent some time around the university at Bloomington. 

Mrs. Mircuetyt. We have a very active league in Texas. 

Chairman Ricuarps. They join everything in Texas. 

Mr. Barrie. May I ask one question? Did I understand you, 
Mrs. Mitchell, to say that the League of Women Voters is willing to 
pay higher taxes in order to support some of these worthy programs? 

Mrs. Mircuetu. Yes, I think we have a pretty good understanding 
as to some of the implications of the inflation program. We have 
had discussion groups, literally hundreds of them, throughout the 
country, which have gone into the detail of the relationship of taxes 
to inflation. 

I think I can honestly assure you that our members understand that, 
and feel in the long run they would benefit more by paying the taxes 
than paying for the increased defense cost. 

Mr. Barrie. My ladies in Alabama know all about that? 
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Mrs. Mircueyu. If they are members of my organization, I think 

they do. 
hairman Ricwarps. I think the women understand the necessity 

of doing that a lot more than the men. If the ladies in Alabama do 
not know anything about your program, I wish you would inform 
them. Thank you very much. 

The next witness is Mr. Lynn, of the American Farm Bureau 
Federation. 


STATEMENT OF JOHN C. LYNN, ASSOCIATE DIRECTOR OF WASH- 
INGTON OFFICE, AMERICAN FARM BUREAU FEDERATION 


Mr. Lynn. I would like permission to have Mr. Gwynn Garnett 
come up and be with me. 

Chairman Ricnarps. Mr. Garnett, will you come over? I do not 
believe Mr. Garnett was listed as a witness tonight. What is your 
position with the Farm Bureau? 

Mr. Lynn. I am associate director of the Washington office of the 
American Farm Bureau Federation. 

Mr. MaAnsrre.tp. May I ask if Mr. Garnett is going to make the 
opening statement for both of you? 

Mr. Lynn. I will make the statement. 

Chairman Ricuarps. I notice you have a pretty long statement, 
and that you have a great many figures there. We would love to have 
them in the record, but I do not believe I would go over all of them. 

Mr. Lynn. With your permission—I know you are pressed for 
time—we would be pleased to brief the statement orally and file it 
for the record. 

Chairman Ricwarps. Without objection, that will be done. 

Mr. Lynn. Communist imperialism has divided the world and 
jeopardized not only our peace, but also our way of life. During these 
critical times, major foreign policy decisions must be made. It these 
decisions are to be well founded and if they are to endure, they must 
come from the people. We all must put forth the maximum effort 
to insure that the average citizen has a basic understanding of the 
fundamentals of the economic and political problems that will in- 
fluence the formation of our long-range economic development program 
abroad. 

This statement will outline briefly the long-considered policy of the 
American Farm Bureau Federation as developed and expressed by the 
1,449,000 member farm families. Time will not permit a discussion of 
the democratic processes by which these policies were developed and 
adopted; however, we should add that our membership reflects a 
broad basic understanding of some of the fundamental problems 
facing America in both domestic and foreign policy. Farm Bureau is 
pledged to a continued development of this understanding through the 
educational process. 

A foreign-aid program of the magnitude under consideration by this 
committee must be most carefully considered and both its foreign 
and domestic effects appraised. The immediate future is, of course, 
of great importance to all of us, but so also is the direction taken. 
After all, this has implications for the indefinite future. Therefore, 
the progra 1 at the outset, must be sound. Withceut criticism of the 
past, it should incorporate the lessons learned from operating past 
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United States foreign-aid programs. From this point of view—and 
the whole of the American Farm Bureau policy regarding foreign aid, 
as well as inflation control—we believe it useful to attempt to set 
oo the objectives of United States foreign aid as clearly as we are 
able. 

The following objectives must be achieved through mutual and 
cooperative efforts of nations joined together in common purpose, with 
United States exercising the leadership: 

1. To build quickly sufficient military defense together with friendly 
nations to protect the anti-Communist bloc against aggression and 
even against the fear of such aggression in order to create conditions 
of confidence in the future. 

2. To bring some immediate improvement of living standards and 
a hope for still better food, education, and medical care. 

3. To achieve a great expansion in the capacity for producing food 
and consumer goods and services to provide improved living, directly 
and through international trade. 

4. To show real evidence of progress in governmental undertakings 
within cooperating nations in order to expand both human rights and 
opportunity for individual citizens. 

5. To accomplish these vast undertakings without destroying or 
impairing the stability of the United States economy, the economic 
system, or the free institutions of the United States. 

The farm-family delegates expressed very clearly through resolu- 
tions in December 1950 some basic principles, quoted in part below: 


New United States programs are needed to strengthen the free nations, but 
not without a review of our objectives in world affairs and our capabilities to 
achieve them. Our foreign affairs have reached a stage when major policy de- 
cisions must be made. The time has come for our Nation to formulate compre- 
hensive dynamic foreign policy for a long period, founded on public understand- 
ing, and thus provide the standard to rally all free peoples. 

The burden of our foreign policy must be borne by a positive sound program of 
international economic collaboration for raising the standards of living of all 
free peoples and for the support of our common defenses * * * Our foreign 
policy must capitalize our unexcelled ability to raise standards of living, and thus 
give substance and hope to those who might otherwise give way to commu- 
nism * * * Therefore, the essence of our foreign economic programs must 
be collaboration, self-help, and mutual aid among cooperating nations * * * 

It is recognized that in the national interests and in. the interest of the com- 
munity of free nations, the United States will be required to provide aid to weaker 
nations. We should never lose sight of the fact, however, that great human and 
natural resources exist in other free countries. Our own resources are being 
strained to the point which could jeopardize our economic structure, while in 
other free nations great manpower and resources are underemployed. Our aid, 
therefore, insofar as possible, must assure increasing production of essential raw 
materials and productivity of nations that cooperate with us, and each nation in 
turn must make its maximum contribution to the common economic and military 
effort * ; 

Our foreign aid should be based on the principle that all aid should be paid for 
with whatever the recipient can best contribute to the common welfare, over a 
period which will avoid undue weakening of the recipient * * *, 

The United States should state prerequisites for economic, political, and 
military strength as conditions to United States aid. If we have not the courage 
to make such conditions and ‘‘would-be” recipients have not the strength to 
comply, then we commit ourselves without limit—a commitment the acceptance 
of which could destroy us * * *, 

We reaffirm our support for continuing aid to Europe * * *. 

All economic aid should be given as a loan nog in goods, earned dollars, 
or local currency to the account of the United States. Such local currencies 
accepted should be used exclusively for meeting other United States foreign 
commitments wherever possible for new and additional productive capacity, for 








ae — 


a ee ae 


THE MUTUAL SECURITY PROGRAM 957 


modernization of existing capacity, for education and information, for national 
defense, and for the development of underdeveloped areas * %, 

All United States foreign aid programs should be administered through a single 
independent agency * * *, 

There are eight distinct and interrelated principles expressed in 
American Farm Bureau Federation policies dealing with foreign eco- 
nomic development, as follows: 

1. The needs of the non-Communist world must be related to the 
resources of the non-Communist world and no longer to United States 
resources alone. Our resources are limited. We need help to pre- 
serve our strength, stability, and capacity to help other nations. 
There must be a cooperative endeavor among nations to raise living 
standards. This requires the introduction of new procedures to en- 
able countries who receive our aid to provide aid, in turn, to still other 
countries, thus multiplying the effects of our assistance in lieu of the 
United States supplying direct aid in all instances to all participat- 
ing countries. Ways must be found to supply aid to needy countries 
on a multilateral basis, with all cooperating nations contributing. 

2. This multilateral relating of non-Communist resources to need 
among non-Communist nations must be effected largely through de- 
veloping and expanding multilateral private international trade on a 
sound and permanent basis. This will require a reduction of customs 
barriers and a freeing of trade from currency and quantitative restric- 
tions among cooperating nations—a closer economic integration. 
(See appendix I.) We believe that many of these items could have 
been procured through trade within Europe. With the proper utili- 
zation of counterpart funds the United States could have facilitated 
this trade. We ask the members of this committee to study this list 
and we believe you will determine that many of these items could 
have been purchased with local currencies within Europe or elsewhere 
without overtaxing the resources of the United States. 

In appendix III we have copied from the proposal now under con- 
sideration by this committee and have made some observations apply- 
ing the principles set forth in this statement to the proposed Mutual 
Security Program. 

3. Tremendous capital investments must be made in military and 
civilian productive capacity throughout the free world on a scale 
hitherto unknown, if United States objectives are to be reached in 
time. Steps must be taken to create conditions similar to those that 
attracted huge private capital investments to develop this country and 
which made it possible for us to create the highest standard of living 
in the world and which, at the same time, made the world’s greatest 
contribution to the standards of living of other nations through private 
international trade. Our aid must be the “pump primer” for in- 
creasing investment in productive capacity in cooperating countries 
as a basis of world trade and to effectuate that trade. 

4, The principal means for the multiplication of our foreign economic 
aid lies in the judicious and businesslike use of counterpart funds. 
We propose the use of counterpart funds much different from current 
practice. We recommend that countries receiving United States aid 
be required to deposit counterpart funds to the account of the United 
States for the full. commensurate cost of the goods received. Such 
is the key to ever-expanding national economies and international 


trade. 
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The funds of this account could be utilized only as might be agreed 
upon by the recipient and the United States for one or more of the 
following purposes: (a) To help increase food and general economic 
production, (6) to help develop the Nation’s resources and exportable 
creativeness so as to pay in normal international trade for increasing 
imports to raise standards of living, (c) to pay for such commodities 
and/or matériel as are available or may be made available in the 
country and are needed to cover United States needs or commitments 
of aid including matériel to other cooperating nations, and (d) to 
pay for goods or materials transferred for export to the United States 
for stockpiling or other purposes which are required by the United 
States as a result of deficiencies or potential deficiencies in its own 
resources, providing that the recipient undertake to export to the 
United States or other cooperating nations a sufficient part of the 
additional production made possible by such investments so as to 
repay the aid advanced within a period of years. 

To avoid any danger of the charge that we are interfering unduly 
with the economies of participating countries, provisions should be 
made whereby any country may elect to convert its aid obligations to 
loans repayable in earned dollars, materials, or services whenever it 
wishes to do so. (See appendix II.) The purpose of ECA, as an- 
nounced many times, is to cover only dollar shortages. Here in- 
appendix IT we give you a statement copied from the London Econo- 
mist illustrating that this is not always the case. We believe this 
type of action greatly impairs the confidence within the cooperating 
countries, since our operations are quite different from our announced 
intentions. We raise this question: Are wharves for Borneo a 
legitimate part of dollar shortages? We would point out that the 
Scandinavian countries are greatly dependent upon exports of lumber 
products. 

Our proposal may be expressed generally in another way: United 
States aid would be extended as an advance to beneficiary nations, 
thus creating an obligation for an equivalent export of some product 
to the United States or to other cooperating nations within some 
reasonable time. Meanwhile the capital created by the advance 
within the country would be used to invest in the capacity to increase 
production of the requisites to higher standards of living and requiring 
repayment of the advance out of a part of the increased production 
made possible by such capital investments. 

5. To incorporate these principles in the implementation of our 
foreign aid program, we believe that all United States foreign aid and 
action programs, including military matériel, technical assistance, 
and aid similar to that provided through the Economic Cooperation 
Administration, should be coordinated through a single independent 
Government agency, with a bipartisan public advisory board, and an 
interagency coordinating committee, and charged with the responsibili- 
ties enumerated at the beginning of this statement and authorized 
within congressional limitations to deal with friendly nations entitled 
to cooperate under conditions defined by the Congress. We visualize 
that this single agency would have administrative respons‘bility for 
some functions such as economic aid and technical assistance, but only 
coordinating responsibility for others, such as the Import-Export 
Bank, foreign operations of the Department of Agriculture, military 
matériel ete. 
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The objective of this agency’s operations would be to make new 
dollar appropriations a last resort for meeting United States foreign 
commitments in creating productivity throughout the free world as a 
basis for sound and enduring trade for improved living. The opera- 
tion would not jeopardize the sovereignty or independence of cooperat- 
ing nations and would encourage a maximum of private business enter- 

rise. 

We feel that such coordination would concentrate our bargaining 
power for attacking the causes of communism, and only through such 
an agency can the resources of cooperating nations be equated to their 
needs and not to ours alone. 

6. Technical assistance: The economically underdeveloped areas 
are highly susceptible to Communist propaganda and subversion, 
which exploit discontent over prevailing low standards of living. Fail- 
ure in these countries to show economic progress and the inability of 
free governments to find some way to start building an effective and 
dynamic structure, at best sap the resolution of these countries to pro- 
tect their freedom and in some instances threaten to destroy the very 
foundations of national unity. A strong sound technical assistance 

rogram is perhaps the most effective means to correct these dangers. 
We therefore fully support such a program. 

Tanks, guns, and planes become obsolete after a very short time, 
but ideas through the educational process never become outmoded. 
Therefore, we believe that the main effort of our foreign-aid program 
and our foreign economic policy must be directed toward the utiliza- 
tion of our skills and technical know-how in a well thought-out inte- 
grated educational program, to teach people how to do things better 
and to provide an opportunity for the people to improve standards of 
living. 

This is particularly true in the so-called underdeveloped areas that 
we think of as being concentrated primarily in southeast Asia. We 
already have many experiences on which to draw in formulating this 
program. We would emphasize the need for better coordination in 
our technical assistance effort. Again this technical assistance pro- 
gram can be accomplished with a huge saving in expenditure of dollar 
resources. We believe that with the proper use of counterpart funds 
as outlined in this statement, our efforts in technical assistance can be 
multiplied many times over. 

7. United States respect among cooperating nations will be influ- 
enced greatly by our leadership in stating the objectives and pre- 
requisites for cooperation. We must demand that each cooperating 
country attack the want, misery, social inequalities, and lack of 
opportunities which breed communism. <A multi-billion-dollar aid pro- 
gram backed by the United States military security, and private and 
limited Government investments would give us a strategie position 
from which to press these demands with firmness, yet without en- 
croaching upon the sovereignty of cooperating nations. It would give 
us the offensive by adopting a program with a powerful appeal to 
peoples both before and behind the iron curtain. If we have not the 
courage to make such conditions and ‘“‘would be” recipients have not 
the strength to comply, then we commit ourselves without limit—a 
commitment the acceptance of which could destroy us. 

For those nations desiring assistance we should provide the means 
by which they may collaborate among themselves, and each in turn 
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aid weaker member nations. Each should earnestly seek to raise the 
standards of living by increasing production for the benefit of all. 
To fully capitalize the potential benefits we must make our position 
crystal clear to the world so that those nations who elect to cooperate 
with us will know where they stand, what they must do, and what to 
expect. The United States should staté prerequisites for economic 
political, and military achievements as conditions to the United 
States aid. (See appendix IV.) There must be a universal attack 
against the conditions which encourage the spread of communism. 

8. Now the last of these propositions, Mr. Chairman, already has 
been alluded to, but it deserves still further consideration; i. e., our 
aid must be given in such a way as to achieve our foreign objectives 
without destroying or impairing our own economy, our economic sys- 
tem, or our free institutions. It is our economic strength and sta- 
bility—our free institutions—that buttress the hope of free and 
wweulihes free peoples around the world. The soul of our Nation and 
its strength is the free-choice and opportunity system with a maxi- 
mum of free prices, private enterprise, and a sound currency. These 
must be protected in order to preserve the source of strength. We 
could lose ourselves while trying to save others. 

To briefly summarize, we recommend: 

(1) That the resources of the non-Communist nations be related to 
the needs of the non-Communist world and not solely to the resources 
of the United States. This has been illustrated in the examples 
referred to in this statement. 

(2) That, in future aid programs where loans or grants are involved, 
the country receiving this aid should deposit counterpart funds to 
the account of the United States equivalent to the dollar cost of the 
goods or money furnished. Funds in this account of the United States 
would be used in agreement with the recipient country in developing 
its resources and productivity out of which the aid advanced would 
be repaid either by exports to the United States or to cover United 
States commitments to other nations. 

(3) That all foreign-aid programs be under the direction of a single 
Government agency; this agency to have administrative responsibility 
4 some of the functions outlined, and coordinating responsibility for 
others. 

(4) That the United States should state prerequisites for economic, 
political, and military achievement as conditions to United States aid. 
We should not continue to furnish aid to nations for the perpetuation 
of policies and schemes that are not directed at the economic improve- 
ment of the nation. The example of the recent agreement with the 
Philippines should be used as a pattern for all countries in this con- 
nection. 

(5) The technical assistance program should be the heart and foun- 
dation of our foreign-aid program. We should draw on our past 
experiences in operating these programs and concentrate on simple 
improvements to achieve a balanced economy within the capabilities 
of each cooperating country. 

(6) Last, but not least, we must protect our own economy and 
free institutions. Our aid must be given in such a way as to achieve 
our foreign objectives without destroying or impairing our own 
economy. 
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We hope that the committee will take into consideration the princi- 
ples stated above. The American Farm Bureau Federation 1s pre- 
pared to offer legislation and/or amendments to accomplish these 
objectives. We believe that by following these recommendations, 
the same or greater quantities of aid may be provided at much less 
dollar cost. 

The above principles developed by the American Farm Bureau 
Federation are designed to mutually protect and strengthen the econ- 
omies and defenses of the nations of the free world on a sound and 
enduring basis. We believe that through these principles, aggres- 
a implemented, the conditions of a lasting peace can be created. 

(The appendixes referred to follow:) 


ApPpEenpiIx I 


Procurement authorizations in the United States and possessions for ECA 
countries announced July 2 and 5, 1951: 


Austria: 
Coal and related fuels 
Construction, mining, and conveying equipment 
Generators, motors, and metalwork machinery 
Synthetic rubber and products 
Belgium-Luxemburg: 
Motor vehicles, engines, and parts 
Tractors, wheel and track 
Iron and steel materials 
Medicinal and pharmaceuticals 
Tractor parts and used wheel tractors 
Agricultural equipment 
Denmark: Raw cotton 


Chemicals and preparations 
Germany: 
Tobacco 


Greece: 
Agricultural equipment, except tractors 
Copper and copper products 
Miscellaneous industrial materials 
Equipment and machines for lignite mines 
Industrial chemicals 
Pulp, paper, and products 
Vehicles, engines, and parts 
Pesticides 
Iceland: 
Machines, equipment, motors for nitrogen plant 
ue mining machinery and equipment 
reland: 


Italy: 
Industrial machinery, including office 
Pulp, pape 
Metalworking machinery and machine tools 
Cotton 
Electrical apparatus 
Construction, mining, conveying, metalworking, industrial 
Synthetic rubber 
hemicals and preparations 
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Italy—Continued Thous. of doi. 
ee A ORO OE SOO gS ein dan wapemenix RE: «| Sa MEGS SRL M82 1, 800 
Copper and copper products 944 
Lumber and sawmill 708 
Crude oil and petroleum 600 
PORDENDS DOORS isd. 5 iki bakin din ois bnic eben Baw opin daoduls 81 
Cotton 32 
Fenn i di Senkckinwan bolacee 27 
Scientific and professional materials_....._..........._----.---- - 18 
Textile products 13 

Netherlands: Industrial chemicals and preparations._.................. 780 

Portugal: 
Requisites to improve airport 037 
Requisites to improve meat industry in Angola 663 
Requisites for wood-pulp and paper mill - 140 
Tin plate and terneplate 
Construction, mining, conveying, industrial, generators, ete 

Sweden: 
Nonmetallic minerals ex petral 
Crude oil and products 
Industrial machinery and office 

Turkey: 

Agricultural equipment, excluding tractors...........---.-.------- 5, 
Medicinal and pharmaceuticals (mil.)_._......-...--------------- 1 
Textile products and wearing apparel (mil.)_.._....---_.--.-_----_- 1 
Rubber and rubber products (mil.).... ............-.--svedeuwsnin 
Tractor parts and used wheel tractors.....-...-...-----.-------.- 1, 
Pesticides 
DAOtor vehicles, engines, 2nd. pari. = oso estes ee eae 
Rubber and products 
Electrical apparatus and technical services for coal mine 
Lumber and sawmill products 
Miscellaneous mining, industrial, and scientific equipment 
I a Lace a LO cl ae thet are mabal write At arcien i oot is See ame 
a hog, EIS SIRES POM IRAE ee Ea EE OTE POREES Gene Cee 
RING SHINOON CUNUUONE oo i kn os sneer sivas night beaten aaa 
Tin plate and terneplate 
Newsprint 
Eggs in shell 
en es, necwwdaduhascinak wie seneouubll 
Iron and steel-mill materials 
Tractors, track and wheel 
I Ne som amuae enn werenincahue 2, 
Crude oil and petroleum products - -- ~~~ .----- APCS UL eee 1, 
United Kingdom: Tobacco f 
Yugoslavia: 
Raw. cotton 
Iron and steel-mill materials and products__-.-_-_---------------- 1, 
Chemicals and preparations 
Hides and skins 
i EERE TE eases OT ea Oe ee EEE, Se tT 
Semifinished steel, aluminum and products__.--........----------- 
Medicinal-and pharmaceuticals. -_--.....:-...---..--.------------ 
Tin plate and terneplate 
Flax fiber 
Nickel and alloy products 
Pig iron 
Norway: Tobacco 


Apprnpix II 


[Extract from the Economist of June 9, 1951, London, England] 


The Economic Cooperation Administration has announced a $7.7 million grant 
to the United Kingdom to assist in strengthening the economics of dependent 
overseas territories and facilitating the ge na and transport of raw materials 


in short supply in those territories. he funds will be used for the following 


projects: 








THE MUTUAL SECURITY PROGRAM 963 


Thousands 

of dollars 
Construction of a rail link in the Gold Coast_..__...__..--.__-_-.-22__- 1, 400 
Construction of wharves in North Borneo_-_-___.-_-._.-......_-._____- 952 
Cam avevenopanent in Nimetiew oo 3502. lk esc Se cae cece eke 455 
Road building Tanganyika, Northern Rhodesia, and Nigeria...________- 4, 100 
Rice development in British Guiana__-_-____-_-____...-----_-_--.--_-- 621 
Replacement of ferries with road bridges in Sierra Leone__-_-_-_-.------ 210 


Aprrenprix III 


Exact uses of funds proposed by the administration in its mutual security 
program for fiscal year 1952 are most obscure. Yet there are enough indications 
among these to raise legitimate question as to whether the United States is the 
only nation in which the articles can be produced within the limits of military 
and strategic expediency. To the extent this question is justifiable, there is 
a question as to the need for new dollar appropriations if the counterpart funds 
are properly used. Following are some examples: 


EUROPE 


o 

(a) “By far the largest proportion of the funds requested ($6.3 million) is 
extended for the procurement of tanks, other combat vehicles, modern fighter air- 
craft, some mine sweepers, and escort vessels. Large amounts are also to be used 
for artillery and fire control, ammunition, motor-transport vehicles, naval and 
Air Force ordnance items, and electronics equipment of many varieties. Spare 
parts and maintenance equipment needed to keep equipment serviceable for an 
initial period are also included.”’ 

(b) Economic aid (1) to increase the production of basic materials essential to 
military and economic strength in the free world; (2) to provide technical assist- 
ance designed to raise European productivity’ (3) to pay ocean freight; (4) funds 
to cover United States costs of contributions to UN and its specialized agencies; 
(5) administrative costs. 

Norr.—If appendixes I and IT are representative examples of this economic aid, 
considerable portions can be covered through the recommended use of counterpart 
funds without appropriating dollars in each case. 

(c) Aid for special purposes in OEEC countries and their dependencies: 

1. To finance exploration and initial development and promotional activities. 

2. To finance actual production and shipment and installation of facilities for 
production and shipment in those case where these activities cannot be financed 
by Import-Export Bank. 


NEAR EAST AND INDEPENDENT COUNTRIES OF NORTH AFRICA 


(a) Military aid of $415 million to continue support of Greek, Turkish, and 
Iranian Armies. 

(b) Economie aid (excluding Greece and Turkey) of $125 million. The security 
objective in the area must be to create stability by laying solid foundations now 
of economic progress and by establishing, now, confidence that further advances 
can be made. 

(ce) $50,000,000 for reintegrating Arab refugees and direct relief. 

(Norr.—The need of dollars to cover the proposed $540 million aid under our 
assumed use of counterpart is a reasonable question.) 


ASIA AND PACIFIC 


(a) To furnish certain major deficiencies in the armed forces, to provide training 
and packing, handling and transporting, totaling $555 million. 

(b) Aid for (1) essential public services such as training in the fields of agri- 
culture, fisheries, and forestry; (2) improved medical and sanitation services at 
the village level; (3) repair or improvement of essential public works; (4) improve- 
ment of public administration; (5) public health; and (6) needed economic support 
of defense efforts. 

(c) $112.5 million to Korea, 

(d) UN programs in area. 

Norre.—Total cost $930,000,000—same basic question, How many new dollars 
are needed if a cooperative multilateral approach is adopted? 
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LATIN AMERICA 


(a) $40,000,000 military assistance for rehabilitation and maintenance of 
United States equipment on hand, modernization of naval vessels and the like 
from non-United States origins and additional equipment to fill matériel shortages 
and training in modern techniques and tactics. 

(b) Technical cooperation to increase production and to overcome weakness in 
economic structure for $22,000,000. 

Nore.— Modernizing —— vessels might possibly be done in European 
currencies if the recommended use of counterpart were approved. 


Apprenpix IV 


Exerpt from Foster-Quirino agreement, November 14, 1950, which agreement 
was preliminary to the Philippines becoming eligible to receive assistance: 

“3. The main recommendations of the report to the President of the United 
States by the economic survey mission to the Philippines ! will be the basis for 
serious and immediate consideration by the Philippine Government in order to 
attain the objectives mentioned above, and may be considered a practical and 
sound point of departure in working out a program of social, economic and tech- 
nical assistance and cooperation. 

“4, To this end, and considering that time is of essence, the Council of State 
shall forthwith formulate a legislative program of the following measures for 
prompt consideration by the Congress of the Philippines: 

“A. Tax legislation of an equitable nature designed to balance the budget and 
build up a surplus to gradually eliminate ine deficits at the same time to 
help in counteracting inflationary trends. It is estimated that, in order to be able 
to take advantage fully of United States aid, it will be necessary to fix as an 
immediate goal a total of not less than 565 million pesos in tax revenues. It is 
a 9 that new and increased taxes go into effect January 1, 1951. 

“B. A minimum-wage law for all agricultural workers as the first step toward 
labor and rural legislation designed to raise the level of wages especially in agri- 
—— areas and to improve the living conditions of agricultural and industrial 
workers. 

“C, A joint resolution expressing the general policy of Congress to accelerate 
the carrying out by congressional enactment of the social reforms and economic 
development measures recommended by the economic survey mission to the 
Philippines.” 

Excerpt from bilateral agreement between ECA and the Philippines (art. II, 
Undertakings, par. 2) (the recommendations referred to are found in the report to 
the President of the United States by the economic survey mission to the Philip- 
pines dated October 9, 1950): 

“2. Initiate and further implement social, economic, and technical programs 
based upon the recommendations of the economic survey mission and such other 
measures as will strengthen democratic and free institutions in the Philippines.” 


Mr. Lynn. Mr. Chairman, I would like to say that the American 
Farm Bureau Federation, over the past 2 years, has given a great 
deal of study, and I mean down at the county and community level, 
to foreign aid and related programs. 

A very concentrated effort was made at our last annual convention, 
and a great deal of time was devoted to the development of policies 
that farm people could understand, and that citizens in general could 
understand, and that would make this foreign economic policy work. 

I want to say we have made some recommended changes here that 
are quite different from perhaps anything you have heard up to now; 
certainly they are different from the way the programs have been 
operating. 

We hope that during the course of this discussion to prove to you 
that these principles are well thought out and sound. 

First, I would like to make this point. We find a great lack of 
understanding among the people down at the so-called grass roots 


1 Popularly referred to as the Bell report. 
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with regard to our aims and objectives; that is, the United States 
aims and objectives in regard to our foreign economic programs, in- 
cluding the military-aid program. 

We are trying our best to develop that understanding through the 
educational process. We would like to look at this program not neces- 
sarily from the short-time point of view, but over a period of years. 
We have to remember that in this foreign work we will not accom- 
plish these objectives as quickly as a lot of Americans would like to 
see them accomplished. 

I asked to have Mr. Garnett up here with me. As the Honorable 
Mr. Keating spent some time in Asia, I have had the pleasure of 
spending 3% years in Europe, and Mr. Garnett has spent 5% years in 
Europe working in connection with these programs. 

We have seen it operate from both ends, which gives one a little 
better perspective. 

Getting down to the points we want to make in this statement, 
we believe that the resources of the non-Communist world must be 
related to the needs of the non-Communist nations, and not just only 
to the resources of the United States. 

It has been our observation up to now—this is not true in 100 
percent of the cases—that when a nation needs some material or some 
assistance of any kind, the tendency is to call on the United States, 
not only for the dollars, but also for the natural resources, the material, 
be it wheat, coal, or whatever. 

Gentlemen, our resources are limited. We have tremendous under- 
developed resources in countries that are supposed to be on our side 
in this struggle. We have a proposal here which is the way we think 
these resources might be developed, so that we could get, as Con- 
gressman Keating said a few moments ago, “some reverse lend-lease.’’ 

In relating these needs of the non-Communist nations to their 
resources, we would like you to refer briefly to appendixes 1 and 2 
in this statement. It illustrates what we mean. We have taken the 
ECA announced authorizations and used them. I would like to add 
- in the beginning that this committee knows we have supported from 
the very inception the ECA program. We have taken the announced 
procurement authorizations from ECA on July 2 and 5, 1951. 

We would like for you to look over the list and see if there are not 
some of these items that could have been procured outside of the 
United States or its possessions. 

We realize perfectly well that there is a lot of pressure—agriculture is 
not completely immune to that—on various countries and on ECA to 
buy this material in the United States. 

e point out, for example, appendix 1, Belgium and Luxemburg, 
iron and steel materials, to be purchased in the United States of 
America and possessions if you are familiar with the situation in 
Europe, you know that Belgium and Luxemburg are perhaps the 
most efficient producers of that kind of material in Europe. 

Mr. Curirerrrecp. Do you mind an interruption, sir? 

Mr. Lynn No, sir. 

Mr. CuiPERFIELD. But they can get them for free from us and they 
— have to pay Luxemburg and Belgium for it, and that is the 
trouble. 

Mr. Lynn. There may be something to that. 


85708—51 62 
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Mr. Vorys. You say millions of dollars. That would make the 
first item $1,700,000. 

Mr. Lynn. There are two or three typographical errors here. That 
is thousands. I would like to ask the question, Where did these 
countries procure these materials before World War LI, let us say? 
Where would be the natural place for Greece to go to buy agricultural 
equipment, industrial chemicals? It would be Germany, in my esti- 
mation. Where would be the place for Belgium and Luxemburg to 
go to buy agricultural equipment? It would be Germany or France. 
You can go right down the list. In Italy, there is the normal source 
of supply for pulp and paper. 

What countries in the ECA have the greatest surplus of pulp and 
aper? It is the Scandinavian countries. We have a shortage here. 
Vhy could not this item have been supplied in Europe without con- 

tinuing to drain our resources? You can go through this whole list 
and raise similar questions. 

I think that is enough to illustrate what we mean. 

The next logical question is: How do you propose to go about it? 
We think by the proper use of the counterpart funds our objectives 

as set forth in this statement can be accomplished in most cases. 

As you gentlemen are well aware, a great part of the aid through 
ECA—I do not know exactly how much—the countries have been 
required to deposit counterpart funds, supposedly, to a joint account 
of the United States and that country participating. This money 
was supposed to be spent on the agreement between the United States 
representatives and the participating country. 

I have firsthand knowledge, primarily in Germany, that the Ger- 
mans have had a great deal more to say as to where those counter- 
part funds should go than the Americans have. Mr. Garnett was 
the administrator of the food and agriculture program under Mr. 
McCloy until less than a year ago. He can give you some specific 
examples in that connection. 

What we propose is that all aid, and we do not mean military 
material, we mean all economic aid, that the country to which this. 
aid is given deposit to the account of the United States, to the credit 
of the United States, local currency equivalent to the value of the 
goods or services furnished. 

Mr. Burveson. May I interrupt there, Mr. Chairman? Did you 
advocate such a system in the granting of aid to India? 

Mr. Lynn. Yes, sir. 

Mr. Burueson. I do not recall that. 

Mr. Lynn. Yes, sir, we did. 

Mr. Burieson. You advocated we ask for critical materials, 
manganese, and so forth? 

Mr. Lynn. No, sir, counterpart funds to develop those resources. 

Mr. Burteson. But exchange of materials needed in this country— 
you did not advocate that we put a provision in the bill requiring 
India to reciprocate in that respect? 

Mr. Lynn. Not trading wheat for zinc, or anything. We did advo- 

.cate this principle of counterpart funds to be used. 

Mr. Burueson. That was when it was a grant. 

Mr. Lynn. Ours was based on a loan or a grant. 

Chairman Ricuarps. Solely by the United States? 

Mr. Lynn. No, sir. I would like to elaborate on that. 
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Mr. Burteson. Excuse me. You did not testify after the Indian 
aid bill was changed from a‘grant to a loan basis did you? 

Mr. Lynn. No, sir. 

Mr. Burueson. You testified when it was a grant? 

Mr. Lynn. Yes, sir. 

Mr. Burieson. You could not have counterpart funds after it was 
a loan? 

Mr. Lynn. You could, sir. 

Mr. Burieson. We did not figure that out. 

Mr. Lynn. It makes no difference. You take somebody’s promise 
to pay on the loan. When the people, using India as an illustration 
in this proposition, when the peasants get their grain, they do not 
get it as a gift, they pay their rupees for it. 

What does the Government do with the rupees? What have some 
of the governments done with local counterpart currency? They have 
balanced their national budget and paid off some of their war debts. 
We have a few little problems in that connection here at home that 
we must consider. 

These counterpart funds would be spent jointly by the United 
States and the participating country. ‘They would be used for the 
following purposes-—— 

Chairman Ricuarps. They do that now. They approve the proj- 
ects. The United States has the say-so in it. 

Mr. Lynn. That is pretty complicated. It is not true in every 
case, sir. For example, Jet us use Germany as an example. We would 
attempt to say, ““Now, look, we have so many million deutschmarks 
here, counterpart funds. We believe the thing you should do is try 
to increase agriculture production here through an extension service,” 
speaking from the agricultural point of view. 

I submit to you that we worked for 3 years in an attempt to get 
an extension service established by the use of the German share of 
the counterpart funds, but finally we used the 5 percent counterpart 
funds which are ours, which belong to the United States. 

Not until the middle of 1950, just prior to the time Mr. Garnett 
left Germany—we are using this as an illustration only—did we succeed 
in getting the Germans to agree to use some of their counterpart funds 
to do these worth-while projects. 

What happened in that case, we found they had included some of 
this money in their budget to be gotten from taxes. As soon as it 
was determined that they must release some counterpart funds 
instead of supplementing what they already planned to do they 
simply cut it out of their budget and used what we think was our 
legitimate deutschemarks to do what they should have been doing 
with tax money. 

Chairman Ricuarps. I see what you are talking about. But we 
had to agree to that. 

Mr. Lynn. We have some more to say about that a little later on. 

Chairman Ricuarps. What do you say about that, Mr. Garnett? 

Mr. Garnertr. We could not help ourselves. They have the veto 
power. You have to spend the money in the country, and they can 
“wait us out,” and we have to more or less agree to that. 

Mr. Currerrievp. If they have to spend the money in the country, 
how can you use French franes to buy agricultural machinery in 
Germany? 
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Mr. Garnett. I think Mr. Lynn is going to cover that in his state- 
ment. 

Mr. Lynn. These counterpart funds would be used for increases 
in food production and economic production, generally, in the country, 
to help develop the nation’s resources, in order to help them get on 
their feet, and, thirdly, to meet other United States’ commitments in 
other countries. 

Let me give you an example of what we mean by that. Last year, 
you remember, when the Yugoslav bill was being considered by the 
Congress with regard to the grant to Yugoslavia, the Yugoslav mission 
— oy us for some help in getting the Congress in the mood to pass 
the bill. 

We asked the Yugoslavs, ‘‘ You don’t want this as a gift, do you?” 
They said, ‘‘No, but how else can we do it?’”’ We said, “The United 
States needs copper, and a lot. of strategic materials, and a lot of 
things we think you have.” 

They admitted, to make a long story short, they did have some 
undeveloped resources, lead, zinc, and so forth. They said, “We need 
$5,000,000 worth of mining machinery in order to develop and expand 
this production. Can you help us get the mining machinery here in 
the United States?” 

We simply asked the question, ‘‘Where did you get it prior to the 
time the United States started helping everyone?” They answered, 
“We got it from Germany.” 

We checked further into this thing and found that the companies 
who produced this type of mining machinery were not working at 
full capacity. They needed, and wanted, to make this material. 

We had at that time to the account of the United States with the 
Joint Republic several million deutschemarks in counterpart funds. 
Why would it not be logical to say to these German manufacturers, 
and they work for deutschemarks instead of dollars, “You manu- 
facture and we will pay you out of these counterpart funds for this 
$5,000,000 equivalent of mining machinery. You ship it to Yugo- 
slavia and they, in turn, are going to ship us some strategic materials 
in order that we may replenish our stockpile. 

That is a simple illustration, but we were unable to get other people 
to see the logic, but it would have worked. 

Mr. Hays. My understanding is that is exactly the thing that was 
done. I know in looking over what actually happened under the 
Marshall plan aid, you found American cotton going to Italy, omg 
fish nets going to Norway to produce fish that went to Belgium, an 
soon. You start those cycles of trade, and it took this plan to do it. 

What you are describing as an essential part is actually a part of the 
an. 
5 Mr. Lynn. In only a very few cases. 

Mr. Hays. You are suggesting we enlarge on it? 

Mr. Lynn. Yes, sir. This cotton-textile manufacturer, that hap- 
pened in Germany, too—— 

Mr. Hays. I just used that as an illustration of what went on. 

Mr. Lynn. It was sent to Germany, for example. The German 
economy, if I recall these figures correctly, was to keep 40 percent of 
the finished materials for their own indigenous use, to clothe their 
own people, and export to other countries to meet the United States 
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pom Re the 60 percent. That is the kind of thing we need 
more of. 

I submit, gentlemen, that has not been done to a very great extent. 
If you look at the trade between western European countries in the 
last 4 years, you will see that is true. 

We do not want to seem critical of ECA. ECA had a job to do to 
rehabilitate a war-devastated area. That has been pretty well 
accomplished now and we are trying to look at this thing over a longer 
period to suggest a better way. It has not been done to the extent 
that it might have been done up to now. 

As a little further evidence, we would like to refer you to Appendix 
No. 2, which is copied from the London Economist, and we have 
checked and found this is a fact, with regard to a grant that has been 
made to the United Kingdom to develop her sk oad ae overseas 
territories. ; 

We would like to ask the same question, as we did in relation to 
appendix 1: Could not some of these materials be procured in Europe 
or other friendly countries without this outlay of dollars for these 
materials? 

For wharves for Borneo we assume wooden piles would be used. 
What countries in Europe have these piles? Germany, Norway, and 
Sweden surely could supply this material. Would it not be more 
sensible, instead of granting dollars to do this, to call on those countries 
whom we have assisted a great deal to furnish these facilities, and we 
not have to furnish dollars. We are not questioning the value of this 
for the British Commonwealth, but we are questioning the necessity 
for the use of dollars for this project. 

One of the things that has held us back, I think, is our unwillingness 
to be “hard boiled” about these things. We have said over and over 
again we do not want to interfere with the internal affairs of these 
countries. In other words, we leave it up to the country. Here is 
the way we suggest our foreign economic aid programs be operated. 
Let us say these are the conditions. Let us state certain prerequisites 
before we enter into economic-aid agreements. I am reading on page 6, 
point 5. It is for the establishment of a single agency to implement 
these programs. I think it is best I read ‘this from our statement, 
because it has been pretty well thought out: 

To incorporate these principles in the implementation of our foreign-aid pro- 
gram, we believe that all United States foreign aid and action programs, including 
the military matériel, technical] assistance, and aid similar to that provided through 
the economic cooperation should be coordinated through a single independent 
Government agency, with a bipartisan public advisory board, and an inter- 
agency coordinating committee, and charged with the responsibilities enumerated 
at the beginning of this statement and authorized within congressional limita- 
tions to deal with friendly nations entitled to cooperate under conditions defined 
by the Congress. 

We visualize that this single agency would have administrative responsibility 
for some functions such as economic aid and technical assistance, but only coordi- 
nating responsibility for others, such as the Export-Import Bank, foreign opera- 
tions of the Department of Agriculture, military matériel, and so forth. 

The Administrator who may be charged with carrying out this 
ae co should know how much material France needs and where 

st to get it. I would assume that General Eisenhower would origi- 


nate the request and coordinate it through the Pentagon. 
We believe this military aid should be not set completely apart, 
but separated from the economic assistance. 
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We visualize the aid we give to the European countries, or any 
friendly country, as being in our corner in this thing. If we spend 
$6,000,000,000 in Europe, or some other place, that is just $6,000,- 
000,000 that we would have spent here anyhow to protect ourselves 
and protect the free nations, 

Therefore, we think that ought to be primarily the responsibility 
of the military, but coordinated with this administrator of this new 
agency. 

As an example, let us suppose that General Eisenhower or someone 
determines that Europe needs 10 new mine sweepers. We would like 
to visualize this as being originated by General Eisenhower and his 
staff, through the ECA mission in Europe, coordinating with the 
Pentagon and the Administrator of this program, determining what 
countries are in our camp and which ones are best suited to build 
mine sweepers. We do not necessarily have to build the mine sweepers 
in the United States. There are companies in Europe who did a 
very good job prior to the Second World War. 

Mr. Currerrietp. Who is going to pay for them? 

Mr. Lynn. The counterpart funds. I know there is a great deal 
of discussion whether we should allow France, for example, to pro- 
duce small-arms ammunition. I know vou have read statements 
that a M-~1 rifle costs us $300 and could be built in Europe for $30. 

The question in this time of great expenditure, when our resources 
and manpower are being strained to the limit, is whether or not we 
should not trust those people to the extent that we give them a blue- 
print and let them make an M-~1 rifle since we are supposed to be 
fighting on the same side. 

Mr. Curprerrietp. Do you think they would aceept payment in 
their own counterpart funds? 

Mr. Lynn. A Frenchman works with French francs not dollars. 

Mr. Currerrietp. We have had this problem before. That is one 
of the great problems. Here you have the capacity to produce mine 
sweepers. It may be in Italy, or where not, and then turn them 
over to France. There seems to be some gimmick in there on the 
payment of them. 

Mr. Lynn. It says so in the law written by Congress, sir, that none 
of this money under the Mutual Assistance Act can be spent in any 
foreign country to build any military matériel, to build any factory —— 

Mr. Curperrietp. I am not disputing you. 1 am trying to get 
information. 

Mr. Lynn. We believe, sir, without question, that France can do 
something on this. I know they have some underused facilities over 
there. Our facilities are being used to the limit. Why not let France 
make the M-~1 rifles, for example? Weare in this thing together. We 
have to trust those people. France might not be a good example, but 
it is all right for illustration purposes. 

Chairman Ricnarps. Wait a minute. Let me ask you this: You 
say, wherever they could make these materials, you ought to go ahead 
and take counterpart funds and buy them, is that right? 

Mr. Lynn. No, not necessarily. As an example, let us suppose we 
will make 100,000 M-—1 rifles in France. 

Chairman Ricnarps. But suppose you have to get them from an- 
other nation. Suppose you want something only made in Belgium. 
Instead of buying it in the United States, you would buy it in Belgium? 
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Mr. Lynn. If it is available in Belgium. 

Chairman RicHarps. You would > that with military end items? 
You are afarm man. You represent a farm organization. What are 
you going to do with agricultural products that you need there, 
cotton, for instance, when you have a surplus in this country and you 
want to get a surplus out. Why not take some American dollars and 
get rid of the surplus over here, at the same time, instead of having 
that competitive situation? 

Mr. Lynn. We are not making any exception for agricultural prod- 
ucts, Congressman Richards. This committee well knows we helped 
defeat the so-called Vorys amendment last year on the earmarking 
of funds for the buying of agricultural surpluses with ECA money. 

We have approached the ECA program from the very beginning 
that it should not be a surplus disposal program. 

Mr. Vorys. You wanted to make it a surplus removal and support 
program. You would not let the American people use a billion dol- 
lars’ worth of stuff that they had already bought. Go ahead. Let 
us not review that one. If we do, it will take an hour or so. 

Mr. Lynn. If the United States, in the case of agriculture products 
or any other item, can produce that item the most economically of 
any of these non-Communist nations that we are in this pool with, 
then it should come from the United States. 

In the case of cotton and wheat, I think there is no question that 
the United States is the most economical producer of those com- 
modities. In the case of paper, pulp, and wood, and a few other 
materials, we are not. 

Chairman Ricsarps. If you do what you say in regard to certain 
materials, for every million dollars we propose it is going to cost the 
American taxpayer $2 million, because we are going to carry surpluses 
over here in just about that amount. 

Mr. Lynn. I do not think so. To put it another way, for every 
million dollars or billion dollars we propose—I am sorry to refer to 
“billion dollars,’’ because I hope it will not get that big—for every 
million dollars we propose under our proposal we will get $2 million 
worth of aid out of it. 

First, we will furnish the material for that country, and then that 
country in turn puts up the counterpart funds and agrees to furnish 
either material to us, or some other cooperating country, in the 
equivalent, dollar equivalent, of aid which we have furnished them. 
We get double value from our dollars spent in the foreign-aid program. 

Mr. Vorys. May I interrupt? The thing would work if it were not 
for the fact that almost all of these countries with the exception of 
Britain are coming in for an extra hand-out of economic aid because of 
the burden of military aid. 

So that if we would say to them, “‘ We have furnished you $20,000,000 
worth of cotton, and that is sold to your people, you would have franes; 
take the $20,000,000 worth of frances and hire some Frenchmen to 
make M-—1 rifles,” they would come back and say, ‘‘We are sorry. 
That is another thing. It has made such a dent in our economy, you 
have to boost the extra economic aid you gave us. Give us some 
more.” That is what we are told. 

Mr. Lynn. As long as we are willing to give it, they are willing to 
receive it. You can just, bank on that. 
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Mr. Vorys. The one thing we have required, you know, is the 5 
percent for strategic materials. We have picked up about $69,200,000 
of strategic materials. 

That is net, and is all to the good, and along the line that you have 
in mind, except that instead of 5 percent, you say, “‘ Let us just make it 
100 percent.” 

I do not see that anybody has been hurt on this strategic material 
program, except these countries who come to us and say, “If you would 
let us sell you those strategic materials for dollars, then we would not 
need so many dollars to balance our accounts.” 

That is where the thing fouls up when they come to us about it. 

Mr. Lynn. We helped, Mr. Garnett and I, to spend in Germany 
some $4,000,000,000 of United States taxpayers’ money. We know 
what good cases they can seem to make. If you stay there too long 
it will rub off on you and you will find yourself rubber stamping. 
That is one reason [ left. 

To continue on, I do not want to take too much of your time, but 
before we leave this we would like to refer to this appendix 3 and 
appendix 4. 

We have copied from the legislation you are now considering some 
exact language and made a few comments in the form of notes. We 
would like to call your especial attention to appendix 4, which is 
along the line we are talking about, that is, the excerpts from the 
agreement between the United States and the Philippines in regard to 
economic aid. 

We have heard a lot said that we do not want to interfere with the 
internal economy of these nations. Here is a step, we think, in the 
right direction, where we have stated to the Philippines ‘‘our aid will 
be conditioned on certain things that you are supposed to do within 
your own nation.” 

For example, we have gone so far as to say how many additional 
pesos they will raise in their taxes. They must enact a minimum-wage 
law, and so on down the line. 

We think that does not go quite far enough. It is the first thing 
we have seen that indicates we are going in the right direction. 

Mr. CHIPERFIELD. May I ask one question? I do not want to 
take up too much time. Let us suppose France is producing M-1 
rifles. Where are they going to get the raw materials—steel? How 
~~ ey going to pay for that? That will not come out of counterpart 

un 

Mr. Lynn. It may be necessary that we send them some steel 
Even if it did become necessary, Saunt first like to look around to 
the uses being made of steel in Germany, for example, to see whether 
or not it would not be better to put it into M-—1 rifles, rather than the 
use they are making of it. The rebuilding of the Autobahn bridges 
for example, is a good thing, but maybe for the defense of Western 
Europe the production of M-1 rifles is more important. It may be 
necessary for us to send them some steel over there, but let’s make sure 
they do their part. 

I still submit perhaps it would be cheaper on us and would conserve 
our manpower and resources and a great deal of money even if we 
had to send some of the materials over there. 

Mr. CurPerFIELD. I cannot find the gimmick, but that is what 
I am looking for. 
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Mr. Vorys. Suppose we sent the materials; your idea is we still 
could use counterpart to pay the wages? 

Mr. Lynn. Sure. Remember, gentlemen, that the people in these 
countries that we are rome | do not work for dollars. They work for 
the currency common to that country. 

Chairman Ricwarps. They would be glad to work for dollars? 

Mr. Lynn. Yes, sir; but there are some 1,038,000,000 people we 
are about to take under our wing. That is a lot of folks. 

Chairman Ricuarps. They cannot pay it off in anything but their 
local currency? 

Mr. Lynn. That is right. Just a word about the technical-assist- 
ance program. We have a great deal of faith in the so-called point 
4 technical-assistance program. 

We believe—we do not want to use personalities—-Dr. Bennett has 
done an exceedingly good job in getting that program started on a 
sound basis. 

We have particular reference to the program started in India. 
I am sure you had an opportunity to hear Horace Holmes, who did 
such a good job over there. 

I would like to read from this statement: 

Tanks, guns, and planes become obsolete after a very short time, but ideas 
through the educational process never become outmoded. Therefore, we believe 
the main effort of our foreign-aid program and our foreigneconomic policy must 
be directed toward the utilization of our skills and technical know-how in a 
well thought out integrated educational program, to teach people how to do 
things better and to provide an opportunity for the people to improve standards 
of living. 

I think that is one of the keys to our success, provide people oppor- 
tunity, as we have in America, to do better. 

We may be in some cases perpetuating in some countries the very 
programs that we are trying to correct, that we hope we are trying 
to correct by giving aid, to perpetuate programs in countries that 
are just not according to our thinking. I do not want to get too 
specific in that. I am sure you know what I mean. 

To summarize, Mr. Chairman, I would like to make one other 
point. It is point No. 8. 

Now the last of these propositions, Mr. Chairman, already has been alluded to, 
but it deserves still further consideration: That is, our aid must be given in such 
a way as to achieve our foreign objectives without destroying or impairing our 
own economy, our economic system or our free institutions. It is our economic 
strength and stability—our free institutions—that buttress the hope of free and 
would-be free peoples around the world. 

That, briefly, is the content with regard to this statement. 

Chairman Ricuarps. As previously stated, your entire statement 
will be incorporated in the record. 

Are there any other questions? Thank you very much, sir. We 
appreciate your coming up. 

e have one other witness, Rev. Thomas B. Keehn. Mr. Keehn, 
you are legislative representative, Council for Social Action, Congre- 
gational istian Churches; is that right? 
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STATEMENT OF REV. THOMAS B. KEEHN, LEGISLATIVE REPRE- 
SENTATIVE, COUNCIL FOR SOCIAL ACTION, CONGREGATIONAL 
CHRISTIAN CHURCHES 


Mr. Keeun. That is right. 

Chairman Ricuarps. Do you have a prepared statement? 

Mr. Krenn. Yes. 

Chairman Ricuarps. Do you wish to read your statement, or do 
you want to file it and comment on it? 

Mr. Keeun. I would be glad to file the statement and make a brief 
comment on it. 

Chairman Ricuarps. Without objection, the statement will be 
made a part of the record, and we will be glad to hear your comment. 

Mr. Kerun. Mr. Chairman and members of the committee, my 
name is Thomas B. Keehn and my address is 1751 N Street NW., Wash- 
ington, D.C. Iam appearing before your committee today to testify 
upon behalf of the Council for Social Action of the Congregational 
Christian Churches with respect to the Mutual Security Program. 
My position with the council for social action is legislative secretary. 
The council is composed of a board of 18 persons elected by the Gen- 
eral Council of the Congregational Christian Churches which is the 
representative body of our 6,000 churches and 1,100,000 members. 
The council for social action has been given the responsibility by the 
general council of helping the individual churches make the Christian 
gospel more effective in society in the areas of international relations, 
race relations, and economic affairs. I should like to make clear, at 
this point, that according to our policy each individual church and 
each national board speaks only for itself. In my capacity as a wit- 
ness today I am, therefore, speaking only for the council for social 
action. 

I am also authorized to state that another body of the Congrega- 
tional Christian denomination, the American Board of Commissioners 
for Foreign Missions, has recently expressed its approval of the point 4 
program as an essential part of America’s foreign economic policy. 
The American Board has carried on a program of education, social 
welfare, industrial and vocational development, and medical care for 
more than 140 years. This program which involved expenditures of 
more than $1,300,000 during the last fiscal year, has always been 
centered primarily in the so-called underdeveloped areas of the world. 

In a letter dated July 19, 1951, addressed to me, Dr. Ronald Bridges, 
president of the American Board, stated: 

I am interested and gratified to learn that you are to appear before the House 
Foreign Affairs Committee in its hearings on the mutual security program. 

You know of the great concern that is being evidenced by the various foreign 
boards of our churches, especially in connection with the point 4 program and I 
want to be sure that you have the action recently taken by the Prudential Com- 
mittee of the American Board on this matter. Enclosed you will find a copy 
which you may use as you see fit in the presentation of your testimony. 

The resolution referred to by Dr. Bridges reads as follows in sections 
particularly relevant to this testimony— 

That approval in substance be given to the findings of a special consultation on 
the churches’ relations to peoples in underdeveloped areas of the world held at 
Buck Hill Falls, April 24-26, 1951, as a guide to the staff in dealing with the 
immediate proposals before them and as a basis for the formulation of a long 
range policy for the American board. 
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That officers and missionaries of the American board be asked to interpret to 
individuals and churches the fundamental humanitarian principle of sharing 
which is at the heart of the point 4 program, to the end that, progressively, 
popular support and congressional support of the point 4 program may be 
forthcoming * * #*, 

This convergence of interest of the American board and the Council 
for Social Action is, we believe, a happy and significant development. 
It indicates a widespread interest within the churches in the kind 
of program to aid in the economic and social development of the 
underdeveloped areas which is symbolized by point 4. Growing out 
of generations of practical experience of the American ,board in the 
foreign-mission field, and the interest of the Council for Social Action 
in foreign policy, this program—point 4—represents something 
which we believe should be in the forefront of American foreign 
policy. 

One personal word may be appropriate here. At the request of the 
division of foreign missions of the National Council of Churches, I was 
released from my present responsibility for the 8-mouth period October 
1950 to June 1951 to make a special study of the relationship of 
missions to the point 4 program. The division of foreign missions 
represents the major Protestant missions boards. As has been stated 
on many occasions by both churchmen and political leaders, foreign 
missions pioneered in developing the point 4 idea. Particularly in 
the fields of health, education, and agriculture, these religious agencies 
have been concerned with basic human and social needs of people in 
the underdeveloped areas, as well as in their moral and spiritual wel- 
fare. One of the activities carried on during this period of service for 
the division of foreign missions of the National Council of Churches 
was to assist in the planning and carrying out of a 3-day consultation 
on the churches’ relation to peoples in underdeveloped areas. 
This meeting was attended by 125 leaders of Protestant missions and 
social-action agencies. I am sending to each member of the com- 
mittee a copy of the report of this consultation entitled ‘‘The American 
Churches and Overseas Development Programs.” This document 
represents a realistic appraisal of the needs and obstacles to economic 
and social development in the underdeveloped area and the motiva- 
tions and principles which must guide a program of this kind if it is 
to be successful. 

As is apparent from this background, we are particularly interested 
in the provisions of the proposal before this committee relating to the 
economic aid of the more than 1 billion people who live in the under- 
developed areas of the world. This part of the foreign-aid program 
represents expenditures of approximately $500,000,000. We are not 
at all opposed to the larger items requested for economic aid to Europe 
and military aid to the free world. In fact the Council for Social 
Action has on several occasions supported both of these programs. 
We do not feel qualified to speak about the details or amounts re- 
quested for either of these activities. It might be appropriate to 
express the hope that in the European economic-aid program, the 
original purpose of the Marshall plan will not be lost because of the 
new conditions occasioned by the rearmament program. Certainly 
some adjustment will be called for, but no military program in Europe 
can be achieved or even made palatable to the people unless there is 
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a sound and continuing improvement in the program of economic 
development in the European nations. 

About the program of economic and social development in the 
underdeveloped areas, we do have several specific comments. 

First we would hke to emphasize the strategic and long-term im- 
portance of this program of economic and social development in the 
underdeveloped areas. Here we agree with the thesis developed by 
the report of the International Development Advisory Board and by 
Mr. Nelson Rockefeller in his testimony before this committee. The 
report of the Churches and Overseas Development stated: 


In the past man has lacked the physical capacity either to destroy his kind 
by the tens of millions or to lessen measurably the misery and squalor which too 

ten were an accepted condition of their daily existence. That is no longer true. 

Today man has developed scientific instrumenis which are easily capable 
of crippling civilization as we know it. But he has also developed knowledge 
and techniques which for the first time make systematic social and economic 
ae a possibility not only for the citizens of a few nations but for the most of 
mankind. 

The poverty and social disorder which afflict so much of the world are ancient 
and persistent evils. Their eradication will not be a matter of years, or even of 
decades. The problem is vast and complex, the misery pervasive, the causes 
intertangled. But a road toward a better lot for the people of these areas has 
become increasingly visible in the private, governmental, and intergovernmental 
development programs which have been launched or proposed since the end of the 
Second World War. The philosophy behind these programs has become familiar 
to Americans as the point 4 concept. 

If the point 4 concept is not vigorously applied, a series of degenerative wars 
appears to be almost inevitable. But if the concept is given full support, the 
result can be a more wholesome and secure worid for our children than their parents 


have ever known. 
Thus we want a point 4 program that is clearly identified, that is in 


the spot light, that is a central and permanent part of American foreign 
policy. That is, from our point of view, a weakness of the proposal 
before you. Point 4 functions are scattered throughout the four 
titles of the document. It takes some arithmetic and a skillful de- 
tective to locate the pieces which, when put together, spell point 4. 
We believe that point 4 should be, at the very least, a separate title 
in an overall foreign aid bill. At present it is lost amidst military 
and temporary economic programs. This is a major weakness, a 
weakness which will be misunderstood particularly by the more than 
1,000,000,000 people who live in the underdeveloped areas. Because 
military and economic aid are so mixed, it may be believed in some 
countries that they must take the military aid in order to qualify for 
the economic. And this will produce tension, perhaps resentment, 
in the underdeveloped areas where the spirit of political independence 
is as ,. ep as the economic and social needs of the people are wide- 
spread. 

Secondly, we are concerned with the magnitude and administration 
of the program. Point 4 has become a generic term. It is a symbol. 
It has a long history in government as well as among private agencies. 
At the present time there are at least two major point 4 programs 
carried on by the United States Government—one under the aegis 
of the Technical Cooperation Administration of the Department of 
State and the other under ECA, particularly its special economic 
missions in southeast Asia and its program in the dependent overseas 
territories of Africa. According to the report of the Rockefeller 
International Development Advisory Board, all of these activities 
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taken together accounted for the expenditure of nearly $300,000,000 
in fiscal 1951. ECA programs in the underdeveloped areas differ 
somewhat from TCA activities in that the former supplies some 

ts and materials as well as technicians. But they are all point 4 
in the broadest sense. Presumably the $500,000,000 listed as econo ic 
aid to the underdeveloped areas in the draft now before you represents 
a continuation and enlargement of this program although we have 
not seen a country by country breakdown. At any rate we strongly 
believe that the amount of $500 million for technical assistance and 
economic and social development in the underdeveloped areas is a 
reasonable amount for the next fiscal year. It should be approved. 
This is the amount recommended by both the Gray and Rockefeller 
reports. 

To administer such a program effectively, the operations now 
carried on by TCA and the ECA underdeveloped areas functions, 
should be combined into a single administrative unit. Probably this 
should be a division of ECA with clearly defined responsibilities and 
authority. This division could then become the nucleus of a single 
independent overseas economic administration as recommended in 
many private and public studies of the problem. The functions of 
this agency could be clarified as experience dictated. But at least 
here we would have the beginning of the kind of permanent, inde- 
penaest overseas economic agency which appears to be so desperately 
needed. 

Incidentally reports from certain parts of the world indicate that 
in each country there should be much more effective coordination of 
the various United States programs—economic, information, and 
military—than now exists. 

Thirdly, we believe that there should be the maximum use of volun- 
tary agencies in the point 4 program. This was the intent of Congress 
as expressed in the Act for International Development, adopted last 
year. At the planning stage in advisory relationships, both here and 
in the field, and in the actual administration of certain projects, we 
believe that the aims and purposes of point 4 can best be fulfilled by 
use of voluntary agencies of all kinds. 

A fourth and final concern which we would like to stress is related 
to the direction in which the program should move. For example, 
church agencies generally feel that increasing use should be made of 
the United Nations and the specialized agencies in technical assistance 
and economic development programs. Especially as long term, large- 
scale development projects are undertaken, financial and investment 
programs under UN aegis will help avoid possible charges of im- 
perialism and thereby serve America’s real interests. For this reason 
we support the proposals in the Rockefeller report for an International 
Development Authority and an International Finance Corporation, 
both related to the International Bank for Reconstruction which is a 
UN agency. Congress would serve the United States and the United 
Nations well by initiating steps to get these new programs started. 
At best, several years will be required, and now is not too soon to 
begin. In the meantime, we have made an investigation of technical 
assistance programs now carried on by the United Nations and the 
specialized agencies. We believe they fulfill an important function 
and could be expanded. United States contributions of approxi- 
mately 10 percent of current appropriations for technical assistance 





978 THE MUTUAL SECURITY PROGRAM 


and economic development in the underdeveloped areas could be 
usefully employed by the UN. 

Church agencies and members appear to be committed to the 
point 4 idea carried on by the United States and United Nations with 
greater enthusiasm than anything else in the last decade with the 
possible exception of the establishment of the UN itself. With their 
world-wide organization, they are prepared to carry on programs of 
education and assistance in the grass roots of America and the rice 
roots of Asia. They believe that this is a program which must be 
supported by citizens and by the Government for the long pull—for 
at least the next 50 years. Point 4 must go on when—in fact especially 
when—the military-aid programs decrease. Point 4 can become a kind 
of twentieth century emancipation for the billion and more people, 
largely colored, who are enslaved by poverty, ignorance, disease, 
misgovernment, and disintegrating social orders in the underdeveloped 
areas of the world. It can become a road to peace along which 
mankind may walk forward into the sunrise of a better tomorrow. 

Actually, Iam authorized tonight to speak not only in behalf of the 
Council for Social Action of the Congregational Christian Churches, 
but in behalf of an agency known as the American Board of 
Commissioners for Foreign Missions, an agency connected with the 
Congregational Christian Churches. ; 

This agency, the Board of Foreign Missions, has worked for more 
than 140 vears in these underdeveloped areas of the world which we 
have heard so much about. 

I am not myself a missionary, but I have been, in the last vear 
especially, interested in making a very careful study of the work of 
our Board of Foreign Missions and other Protestant missions in the 
underdeveloped areas, particularly discussing their relationship to 
this point 4 program. 

It has been said here tonight, and many times in your presence, 
I know, that the foreign missionary enterprise has in a sense pioneered 
this point 4 program. 

It is logical that as a church agency we are concerned with this 
aspect of the foreign-aid bill, the aid to underdeveloped areas. 

The Council for Social Action has supported the military-aid 
program and the economic-aid program to Europe; but, frankly, we 
get lost in all this talk about counterpart funds and military end items, 
and we do not pretend to be experts on those aspects of the prosposal 
before you. 

The church groups do have a deep and practical feeling and con- 
cern for the point 4 program, this program of aid to the under- 
developed areas. 

We would like simply to put a little spotlight on that phase of this 
proposal which is before your committee. Briefly, I think we could 
say we agree to a large extent to the thesis developed by Mr. Rocke- 
feller in his testimony before you. We believe that this program of 
roughly $500,000,000 of economic aid to the billion and more people 
who live in the underdeveloped areas is an essential part of the larger 
bill vou are considering. 

We would like to see one thing. This point 4 program is not 
clearly enough identified in the proposal before you. It takes a 
little arithmetic and a private detective to find this point 4 program, 
as we search through the proposal. 
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So, if there is anything concrete we would like to say, I believe 
it is this program ought to be segregated out of the various titles and 
put into one title, not only for the spotlighting purpose which I have 
mentioned, but because this would make a very good object lesson in 
terms of American foreign policy as it is represented to the peoples of 
the underdeveloped areas of the world. 

They are going to be a little suspicious of military aid if they see 
it all mixed up with these forms of economic aid. 

We would like, therefore, to see as much separate and unique atten- 
tion given to this program of economic aid to the underdeveloped 
areas as is possible. 

As a matter of fact, some of us have been concerned with this 
matter and have even drafted the outline of the proposal which might 
be used to formulate a section or a title of this bill to deal with economic 


aid to the underdeveloped areas. 
If that is of any interest to the committee, we would be glad to 


leave it for you. 

Chairman RicHarps. How long is your proposal? 

Mr. Keeun. It is just 24 pages. It is not in legislative language; 
it is an outline of it title by title. 

Chairman Ricuarps. Without objection, we will include that in 


the record as your proposal. 
(The material referred to is as follows:) 


Drart PrRoposAL FOR INTERNATIONAL DEVELOPMENT AcT 
I. TITLE 
International Development Act of 1951. 
II. PURPOSE 


To promote the foreign policy of the United States by authorizing programs 
for economic and social development of the underdeveloped areas of the world. 

This purpose is spelled out in the act for International Development, title IV, 
Public poi 535, Eighty-first Congress: “‘To further the secure growth of demo- 
cratic ways of life, the expansion of mutually beneficial commerce, the develop- 
ment of international understanding and good will, and the maintenance of world 
peace; to further the efforts of peoples living in underdeveloped areas of the world 
to realize their full capabilities and to develop the resources of the lands in which 
they live; to achieve the most effective utilization of the resources of the United 
States, private and public which are or may be available for aid in the develop- 
ment of economically underdeveloped areas; to participate in multilateral tech- 
nical cooperation programs carried on by the United Nations, the Organization of 
American States, and their related organizations, and by other international 
organizations wherever practicable; to plan, undertake, administer and execute 
bilateral technical cooperation programs carried on by any United States Gov- 
ernment agency.” 

III. ADMINISTRATION 


To administer this act, an independent agency in the executive branch of the 
United States Government is established. This agency, known as the Overseas 
Economie Administration shall be directly responsible to the President of the 
United States. There shall be an Administrator appointed by the President, 
by and with the advice of the Senate, and such other officials as may be needed. 

The OEA shall carry on the functions now performed by: 

(1)' The Technical Cooperation Administration of the Department of 
State, including the activities of the Institute of Inter-American Affairs 
and the technical cooperation programs as defined in section 418 of the 
United States Information and Educational Exchange Act of 1948; 

(2) Programs for underdeveloped areas administered by the Economic 
Cooperation Administration; 
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(3) Such other foreign economic programs as may be assigned to OEA 
by the President. 

The President shall create a public advisory board which shall advise and con- 
sult with the President or such other officer as he may designate to administer 
the program authorized with respect to general or basic policy matters arising in 
connection with the operation of the program 

The President shall a om: an Interagency Board to coordinate activities of 
participating agencies of the United States Government. 

Pe The operational functions of the Agency shall be separated into two principal! 
ivisions: 
A. Long-range technical assistance and economic development programs; 
B. Short term relief and reconstruction programs. 


IV, FUNDS 


There is hereby authorized to be appropriated the following sums to carry out 
the purpose of this act: 

A. $500 million for long-range technical assistance and economic development 
in (1) Middle East; (2) Africa (includes dependent overseas territories of metro- 
po olitan European powers. Also ineludes free African nations); (3) Asia and the 

acific; (4) American Republics. 

The Administrator is authorized to allocate funds in any of the above categories, 
not to exceed 10 percent in the present year to the ‘United Nations and its special - 
ized agencies for pro sega consistent with the purposes of this act. 

B. $162. 5 million fe or relief and reconstruction work through the United Nations 
Relief and Works Agency for Palestine Refugees and the United Nations Korean 
Reconstruction Agency. 

Vv. LOAN PROGRAMS 


The OFA is authorized, through the United States member of the Board, to join 
with other members of the International Bank for Reconstruction and Develop- 
ment to establish the International Finance Corporation. The sum of $150 
million is authorized for this purpose on condition that other members of the 
International Bank subscribe $250 million. 

The OEA is authorized to propose through Department of State that the UN 
should create an International Development Authority. 

The OEA is authorized to subscribe $200 million for this purpose when $300 
million is subscribed by other nations. 

The OEA is authorized to propose through the Department of State that the UN 
should create a UN Revolving Fund for Cooperatives to provide UN credit to 
farmer and small rural industrial cooperatives. 

The OEA is authorized to subscribe $——-———. million for this purpose when 

- million is subseribed by other nations. 

The lending authority of the United States Export-Import Bank is increased by 
$1 billion to enable the bank to expend loans for projects in the underdeveloped 
areas of the world. 


Mr. Keenn. Thank you. We are also concerned that this program 
should be administered in a separate agency apart from the military 
aid program. I believe that has been said to you before. We simply 
would like to reiterate that. 

Frankly, it is our opinion, after studying the matter, that more is 
being done in the terms of a point 4 program in the underdeveloped 
areas than is sometimes suspected. We have been quite impressed 
by the point 4 type activities carried on by ECA in southeastern 
Asia and in the dependent territories of Africa. 

We took the figure from the Rockefeller report that nearly $280,- 
000,000 were spent in the last fiscal year, 1951, in the underdeveloped 
areas for economic aid. 

We believe this more truly represents the magnitude of this program 
than that point 4 figure which has been talked about so much. 

As a matter of fact, we would like to see the program now being 
carried on by TCA, and those activities carried on by ECA in the 
underdeveloped areas, put together in one operating unit, perhaps as a 
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separate division within ECA, but nevertheless giving a unified and 
comprehensive program of economic aid to the underdeveloped areas. 

In our statement, we stress the importance of the use of voluntary 
agencies in planning these programs in the underdeveloped areas, 
simply because, I think has already been indicated, missionary 
organizations and many nonreligious groups have had a good deal 
experience in these areas of the world. 

We would also like to stress the importance of using the United 
Nations to the maximum possible extent. Perhaps I could just con- 
clude my brief comments by reading the last paragraph of this state- 
ment which I submitted for the record. 

Church agencies and members appear to be committed to the point 4 idea 
carried on by the United States an UN with greater enthusiasm than anything 
else in the last decade with the possible exception of the establishment of the 
UN itself. With their world-wide organization, they are prepared to carry on 
programs of education and assistance in the grass roots of America and the rice 
roots of Asia. 

They believe that this is a program which must be supported by citizens and 
by the Government for the long pull, for at least the next 50 years. Point 4 
must go on when—in fact, especially when—the military aid programs decrease. 

Point 4 can become a kind of twentieth century emancipation for the billion 
and more people, largely colored, who are enslaved by poverty, ignorance, disease, 
misgovernment and disintegrating social orders in the underdeveloped areas of 
the world. It can become a road to peace along which mankind may walk 
forward into the sunrise of a better tomorrow. 

I think that is the essence of the statement I would like to make. 
I appreciate this chance to amprer before your committee. 

hairman Ricuarps. Thank you very much, sir. We appreciate 
your coming before us and giving us the benefit of your views and 
those of your organization. I assure you that your statement will be 
studied very carefully. 

Are there any questions? 

Mr. Cu1perFIELD. I believe the witness has said a great deal in a 
very short time. He has done a fine job. 

Mr. Vorys. I would like to ask this. At the end of your statement 
you say, ‘‘We believe church members are committed to this program,”’ 
and in the beginning of it, you say that each church member speaks 
for himself and you are only speaking for the Council for Social 
Action, composed of 18 persons. 

The truth is that you are just speaking for 18 persons; that you 
cannot commit the 1,100,000 members of the Congregational Church; 
that is true, is it not? 

Mr. Keeun. It certainly is. As the statement indicates, it is 
elected as an official body of our denomination. We, being a Con- 
gregational denomination, have a very strict policy that no agency 
at the national level can commit the local churches to any given 
action. We are authorized to carry on certain programs, and we 
speak only in the name of this particular agency. 

This is also true of this board of foreign missions which I mentioned. 
Their actions which indicate their support for this program are such 
that they cannot commit local churches. They carry on the program 
only in their own name. 

his is also the policy carried on by Mr. Hays’ church, the Baptists, 
and the Disciples, and a good many other organizations operate in the 
same manner. 

Chairman Ricuarps. Mr. Chiperfield. 
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Mr. CurPerFIeLD. No questions. 

Chairman Ricuarps. Mr. Hays. 

Mr. Hays. Mr. Chairman, that is true of our denomination. ‘We 
have a group comparable to this called the social-service commission. 
They do not speak for the 18,000 churches in our denomination, but 
only for the group. 

Tt is an official body. I would like to say in that connection that 
I have had an opportunity to observe Mr. Keehn’s work. He does 
an exceedingly valuable job of interpreting the work of Congress to 
his congregation. 

I feel that it is very appropriate for him, in turn, to interpret their 
board’s position to us. I feel the democratic process is helped by this 
1S. 

am sure that if Dr. Judd were here he would say something, as a 
Congregationalist, about it. 

Mr. Keehn may have noticed that Dr. Judd and I had to enlighten 
the Congress the other day about the Congregational form of govern- 
ment. They are well versed in that. 

Chairman Ricuarps. Thank you, Mr. Hays. You do feel, though, 
Mr. Keehn, that you are giving us the benefit of what you construe 
to be the collective thinking of the group you represent; while you can- 
not bind them, do you think that is their collective thinking? 

Mr. Keeun. That is right. According to the inquiries we have had 
from local churches, and the response which has been made to our 
literature which we have distributed on this subject, and the requests 
for speakers which have been received from local churches, I thought 
it appropriate to use the words I did use, Mr. Vorys, that church mem- 
bers and agencies appear to be committed to the ‘point 4 idea. 

I believe it is really a fair statement, that there is a genuine and deep 
interest among the church people in this program. 

Mr. Hays, would you not concur in that, as far as church thinking is 
concerned? 

Mr. Hays. Yes. My work across the country has brought me in 
touch with many church groups. I would risk this statement on my 
own responsibility, that the leadership feels just as Mr. Keehn says, 
and also the rank and file. 

Chairman Ricuarps. Thank you very much, Mr. Keehn. We 
appreciate } your coming. 

The committee stands adjourned until 10 o’clock tomorrow morn- 
ing. 
(Whereupon, at 9:35 p. m., the committee adjourned until 10 a. m. 
the following day, Tuesday, July 24, 1951.) 
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TUESDAY, JULY 24, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON ForEIGN AFFAIRS, 
Washington, D.C. 

The committee met in the House Foreign Affairs Committee room, 
the Capitol, at 10 a. m., Hon. James P. Richards (chairman) presiding. 

Chairman Ricuarps. The committee will come to order, please. 

Gentlemen, we will continue the hearings on the Mutual Security 
Program. I believe the question was raised last night by Mrs. 
Bolton and Mr. Vorys about the inclusion of certain countries in this 
area program that we are taking testimony on. It was understood last 
night that someone would be here this morning to testify directly 
on this issue. 

Mr. Coo.iinGe. I have Mr. John H. Ohly, Assistant Director of 
International Security Affairs, here who, I think, can answer Mr. 
Vorys’ question on why India ts where it is. 

Chairman Ricuarps. Mr. Ohly, will you have a seat? 

Mr. Eaton. Did Mr. Coolidge say that this gentleman could tell 
us why India is where it is? 

Mr. Coo.ipGe. That is what I said. 

Chairman RicHarps. You are pretty good if you cans Mr. Ohly, 
will you tell the committee about that. 


STATEMENT OF JOHN H. OHLY, ACTING ASSISTANT DIRECTOR 
OF INTERNATIONAL SECURITY AFFAIRS 


Chairman Ricuarps. Your office is here in Washington? 

Mr. Ouzy. That is right. 

Chairman Ricuarps. Will the members who raised that question 
last night state what it is they want to know? We want to get you 
what you want to know. 

Mr. Vorys. I want to know who decided to put India in title III 
of the proposed legislation. 

Mr. Outy. To say who made the decision, Mr. Vorys, in the sense 
of one individual, I can give no answer because there is none. The 
action was taken after considerable discussion among people in all of 
the interested agencies, including within the Department of State 
the people in the Far Eastern Division, and the people in the Near 
Eastern, South Asian, and African Division. 

I should add this: In part that decision, or that result, reflects the 
history of the whole MDAP legislation. In other words, it goes back 
to things we talked about in this committee last year. 

It goes back to section 303 of the old Mutual Defense Assistance 
Act. It provided for an emergency fund for use in the-general area 
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of China, to further the general purposes of the law. This section 
had several special features. : 

First, funds provided under this section were not restricted as to 
type of aid for which oa might be used; they were not limited to 
military aid, in other words. 

Secondly, there was a provision to the effect that these funds 
“a be used without vouchering in this area. 

hirdly, the area itself was not defined. We have found that this 
provision was a very important provision in dealing with the kind of 
fluid and flexible situation we have had in the Far East. 

We have always considered that the term “general area of China,” 
as used in this section included those countries that were on the 
peas of China and it included the offshore islands of Asia around 

ina. 

Chairman RicHarps. Mrs. Bolton contends that India is in the 
Western Hemisphere some place. Do you not contend that, Mrs. 
Bolton? 

Mrs. Bouton. I was inquiring how India suddenly appeared in the 
Near East. I went back into the committee set-up. Then I was 
told the committee set-up was not right anyhow. I knew India was 
in the Far East when we started. I wanted very much to go to 
India at one point. I was told I could not because it was not my 
area. 

So it fastened itself upon my mind, Mr. Chairman, that India was 
in the Far East. That is what it was called for several sessions of 
our Congress, in the Eightieth and Eighty-first Congress. 

I am very happy to feel that the Suute Department moves on into 
more fluid situations, and that it is better to have India in South 
Asia. I think that is an excellent idea. I was surprised by it and 
I was wondering about it. 

Mr. MansrFietp. Will the lady yield? 

Mrs. Bouron. Yes. 

Mr. Mansrie.p. I think the credit for it should go to Senator 
Knowland of California, for his amendment covering the area adjacent 
to China. As Mr. Vorys pointed out, that would bring in India 
because of the frontier on the north. 

Mrs. Bouron. But I do not believe that it is on that basis that she 
is where she is. 

Chairman Ricuarps. The basis of your decision was that India 
was in the general area? 

Mr. Outy. That is correct. We want to continue in this bill the 
authority contained in section 303. 

I think the suggested legislation would and should do that, because 
we are still dealing with a fluid, dynamic situation there and we must, 
we believe, have the flexibility to use those funds there. 

There are other thi which support such a conclusion, which I 
will be glad to go into if the committee wants to take the time. The 
political and economic ties of India look to the east rather than, as 
in the case of the Arab States, to the west. Moreover, the Middle 
East represents an entity, a land bridge between the west and Asia. 

I think it is also interesting that we commonly refer to the Near 
East as Asia Minor, as if it were something distinct and apart from 


Asia as such. 
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This bill is designed to have four parts, Europe, the Middle East, 
Asia, and Latin America, and we placed India in the Asia part. Ac- 
tually, — have to make certain arbitrary distinctions, of which this 
is one, but which I think is backed by logical reasons. 

Mr. Vorys. The reason given here is that it is in the general area 
of China. As I remember that legislation, it either provided for ECA 
administration or—— 

Mr. Outy. You are thinking of a provision in the China Aid Act, 
Mr. Vorys. There were two provisions. One was in the MDAP Act, 
which vested the funds in the President, and which he has allocated 
among Defense, CIA, ECA, and other agencies, depending on the 
type of task and problem that needed to be accomplished with the 
money. Most of it has gone to military purposes, but small amounts 
have gone to other purposes. 

Mr. Vorys. The China Aid Act, as I remember it, did provide for 
an ECA-type administration? 

Mr. Onty. I believe that is correct. But I cannot testify as to the 
China Aid Act. 

Mr. Vorys. In any case, Formosa, which is the place which we are 
now thinking about, and we have put in some language to make sure 
about it, aid in Formosa is ECA aid, and it is under the general ECA 
principles; is that not correct? 

‘Mr. Onty. Certainly different criteria apply in administering aid 
there, but it is under the administration of BCA aid. The problems 
are not comparable to the European problems. The strict balance- 
of-payment principle cannot be applied. 

Mr. Vorys. Do we have a bilateral agreement? 

Mr. Outy. We have an MDAP agreement, an agreement and an 
ECA bilateral arrangement. 

Mr. Coo.ey. Yes, sir. There are ECA bilateral agreements with 
all of the countries in the general area of China which are receiving 
aid, except Indochina. 

(Discussion off the record.) 

Mr. Vorys. Just going back, you were the headman under MDAP, 
when the President approved that were you not? 

Mr. Outy. That is correct. 

Mr. Vorys. You were the headman the first year and second year? 

Mr. Outy. The first year, I did not come up; the second year, I did. 

Mr. Vorys. What is your title? 

2 an Outy. Acting Assistant Director of International Security 
airs. 

Mr. Vorys. Acting Assistant Director to Mr. Cabot? 

Mr. Onty. That is correct, sir. 

Mr. Vorys. And Mr. Coolidge is Deputy Director? 

Mr. Outy. Yes. 

Mr. Vorys. What is your status between you and Mr. Coolidge? 

Mr. Onty. How do you mean that, the status? 

Mr. Vorys. Does an assistant director rate higher than a deputy? 

Mr. Outy. Lower. 

Mr. Vorys. But yours is an over-all assignment, is it not? Mr. 
Cabot told us there are about five departments in his office. You are 
not one of the five, are you? 

Mr. Outy. Yes; I am, sir. 








986 THE MUTUAL SECURITY PROGRAM 


Mr. Vorys. What is your particular function? 

Mr. Onty. It is called policy and program development. That 
entails working on the development of this fiscal year 1952 program 
for presentation, and the general work in other policy matters that cut 
across geographic areas. 

Mr. Vorys. Since the Director “will be exercising responsibility 
for the Government as a whole,’’ quoting the Presidentially approved 
memorandum, then you are the fellow, the head man of the whole 

yovernment for “policy and program development,”’ this beingthe pro- 
gram; is that not correct? 

Mr. Onty. I think that is an overstatement, Mr. Vorys. The way 
the organization is broken down is this: There is an Assistant Director 
for European Affairs, who deals with the program and problems of the 
North Atlantic Treaty area and the other European countries to 
which aid is being extended. 

The Assistant Director, who is here in the room today, Mr. Bing- 
ham, is in charge of those particular areas in the world outside Europe, 
namely, the Near East, Far East, and Latin America. 

There is an Assistant Director for Program Management, who has 
the job, once the programs are formulated, of seeing that they are 
carried through, of tending to the central accounting and of exer- 
cising what you might call a control function. 

Mr. Vorys. Who is No. 3? 

Mr. Outy. The Assistant Director for No. 3? 

Mr. Vorys. What is his name? 

Mr. Outy. Mr. John Bell, who was my deputy last year. 

Mr. Vorys. No. 4? 

Mr. Outy. Assistant Director for Policy and Program Manage- 
ment——— 

Mr. Vorys. That is you? 

Mr. Onty. That is me. 

Mr. Vorys. Was there a fifth one? 

Mr. Ounty. Not as an assistant director. There are certain special 
assistants in certain staff fields. 

Mr. Vorys. That is supposed to cover the water front? 

Mr. Outy. That is true, sir. 

Chairman Ricuarps. Have you anything further? 

Mr. Outy. I am just here to answer questions. 

Mr. MansFie_p. I want to make a remark, Mr. Chairman. Mr. 
Ohly, I am delighted that we have you before this committee again. 
I recall with pleasure the fine work you did when you appeared before 
us the past few years. I think Mr. Cabot and Mr. Coolidge are to 
be complimented on the use of your services in having you before us 
to give us the opportunity to ask you questions. 

‘hairman Ricuarps. There is nothing sinister about this thing in 
either the Near East or Far East. It is just a common-sense basis 
that under the present legislation it was put into that area of China 
as the best way to operate; is that right? 

Mr. Outy. That is right. 

Mr. Vorys. There is nothing sinister, Mr. Chairman, but it is 
significant that we had about 20 experts sitting in the room yesterday 
and the simple question of why is this here, could not be answered. 

I think Mr. Ohly’s statement—I have the same high regard for 
him that Mr. Mansfield expresses—about the program being broken 
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down is quite interesting. It is broken down and up and sideways, 
and some of us are trying to find out how it is fastened together and 
who does it. 

Chairman Ricuarps. We do not want him to break it completely 
down. Are there any other questions? Thank you, Mr. Ohly. We 
may call on you again before the morning is over. 

Mr. Ounty. If you want me to stay this morning, I can. I think I 
am due to come back again on title I. ° 

Chairman Ricuarps. I think we could excuse Mr. Ohly this 
morning. 

Mr. Vorys.: Will you and Mr. Cabot and Mr. Coolidge arrange to 
have, if the chairman approves, someone in the room constantly, of 
the 20 who are here, to answer simple questions on program and policy 
on this mutual security and assistance bill? 

Mr. Oaty. Yes, sir. 

Chairman Ricuarps. Mr. McGhee, would you mind taking the 
stand for a moment? 

Mr. McGhee, we are glad to have you back again with us this 
morning. I think you know what the committee is concerned about. 
You know the question that has been raised with Mr. Ohly. Per- 
haps you would like to elaborate on it. 


STATEMENT OF HON. GEORGE C. McGHEE, ASSISTANT SECRETARY 
OF STATE FOR NEAR EASTERN, SOUTH ASIAN, AND AFRICAN 
AFFAIRS 


Mr. McGuer. Splendid. As you know, Mr. Chairman, title IIT, 
as has been discussed, includes certain countries which come under 
my particular jurisdiction in the Department of State—India, Pakis- 
tan, Ceylon, Afghanistan, and Nepal. 

Mr. Ohly has explained from the standpoint of over-all Department 
policy why this has been done. I might explain, because I think this 
question was raised yesterday, what the division of authority in the 
State Department is, and the reasons for it, if that would help clarify 
the situation. 

The division of the Department into four bureaus, in the case of 
the bureau which I am responsible for, covering the Near East, south 
Asia, and Africa, has been in existence in the State Department for 
several decades. I found on my walls pictures of my predecessors 
going back for 40 years, having about the same area of jurisdiction. 

At that time, most of south Asia was a part of the British Empire. 
As a consequence, it was administered in its entirety by one division 
of the Department. It had a logical relationship to the Middle East, 
where the British also had a strong position. It has turned out to be 
a fairly logical division even today, considering that any break in the 
world is arbitrary in nature where you are dividing continents, rather 
than take one continent in its entirety. 

The south Asian area faces quite a different problem from the Far 
ast. It is a relatively stable area. It still has close ties with the 
Near East. In particular, Pakistan looks to the Near East as a Mus- 
lim country. Consequently, this division, which one may say is a 
heritage of the past, nevertheless is fairly logical in the present circum- 
stances. 
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In going into the program of assistance, however, for the reason 
Mr. Ohly stated, it was thought desirable to have one Asia program. 
As a consequence, these countries were lumped for the purpose of 
this at gees and for its presentation. In its administration by ECA 


= also be lumped as one group. 

his corresponds to the inclusion of Greece and Turkey into the 
European program, by, virtue of their membership in the OEEC, and 
the fact that the European countries can best planned for and 
administered as an entity. 

If there are any questions arising out of this, I would be delighted 
to answer them. 

Mrs. Bourton. I have just a teeny one. 

Chairman Ricnwarps. Mrs. Bolton. 

Mrs. Boiron. Just why, then, if this is an Asia program is India 
and Kashmir and Afghanistan, Pakistan included in a western idea— 
I do not mean west—why it is included with the Near East? 

Mr. McGueg. It is grouped with the Near East from the stand- 
point of administration in the State Department. Actually, there is 
relatively little interrelationship between countries on the extremes 
of the Near East and south Asia. 

On the other hand, there is relatively little interrelationship between 
the southeast Asia countries and the countries on the extreme west 
of south Asia. You have to be rather arbitrary in your division. 

I might say that as a result of experience, we did last year make a 
change with respect to Burma, which had been previously under my 
jurisdiction and which was given over to Mr. Rusk. I was pleased 
to see this done, because it seemed that Burma did share the same 
problem as the southeast Asia countries. However, South Asia, 
India, Pakistan, and other countries, do not share all the same 
— of the southeast Asian countries, in that they are more 
stable. 

Mrs. Boron. If Thailand and Burma are not southeast Asia, 
what are they? 

Mr. McGuee. If you consider Pakistan, her ties are to the Middle 
East. It would be unfortunate to administer India and Pakistan 
separately, because of their rivalries and the common aspects of their 
situation. 

Chairman Ricuarps. Are there any other questions of Mr. McGhee? 

Mr. Vorys. Yes. 

Chairman Ricuarps. Mr. Vorys. 

Mr. Vorys. You were saying this could be lumped under ECA. 
It has not been lumped yet, in that Mr. Griffin is not familiar with 
the Indian program, which I understand was gotten up in the State 
Department as separate from ECA; is that not correct? 

Mr. McGuer. Mr. Vorys, in initiating new programs, and we 
propose for the first time a program of grant assistance to the South 
Asian countries, it has been customary for the Department to do the 
basic preparation of programs. ECA handles the programs for coun- 
tries which have received ECA assistance peurttost eg 

Mr. Vorys. Afghanistan, Ceylon, and Nepal are going to be ad- 
ministered by point 4 with Mr. Bennett; is that correct? 

Mr. McGueeg. Yes, sir. 

Mr. Vorys. That is under the State Department? 

Mr. McGuez. Yes, sir; that is correct. 
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Mr. Vorys. The program on India will be gotten up, and since 
it has to be presented very shortly, it will be presented by State? 

Mr. McGuee. Yes; India and Pakistan will both be presented by 
State. I am here for that purpose. 

Mr. Vorys. After they are presented, and if authorized and appro- 
priated for, they will be administered by ECA? 

Mr. McGuer. That is correct, sir. 

Mr. Vorys. At least, the Indian program is somewhat a continuing 
one. I do not remember how the draft bill goes. I do not think it 
proposes a change in ECA. It goes out of existence June 30, 1952. 
What is the proposal by the administration from then on? 

Mr. McGues. Sir, others here have responsibility for presenting 
testimony on over-all administrative matters. I do not consider 
that I am competent to address myself to that point. 

Mr. Vorys. Is there anybody in the room that could? 

Mr. Herrer. Will the gentleman yield? 

Mr. Vorys. Yes. 

Mr. Herter. I saw yesterday a table of Mr. Bennett’s personnel 
in different countries. I think there are 10 different agencies in the 
United States Government; in other words, the agricultural man works 
with the Department of Agriculture, the commercial man works with 
the Department of Commerce. And then you turn to ECA on a 
program to get a unification of that personnel, or do you still have a 
lot of people under different jurisdictions and a lot of people in different 
departments? If ECA had an agricultural man he would report to 
the ECA, but under Mr. Bennett, they would report to the Depart- 
ment of Agriculture. It is a different entity that governs here in 
Washington. 

Mr. McGuer. It is my understanding, Mr. Herter, that at such 
time as these programs are assumed by ECA, they will be adminis- 
tered in the normal way. 

Mr. Herter. They would bring the agricultural fellow under them 
so that the fellow involved in that would be in under one head? 

Mr. McGuee. That is correct. Mr. Chairman, Mr. Coolidge is 
here. I am sure he would be glad to address himself to this over-all 
problem that Mr. Vorys has raised a question about. 

Chairman RicHarps. Suppose you do that right now. 

Mr. Cooutrpex. As I understand the question, it is what would 
happen to these aid programs after 1952, when under the ECA Act, 
ECA is supposed to terminate. 

The draft act that is before you, submitted by the executive branch, 
provides that ECA shall continue as long as aid is being administered 
to these several countries. In other words, it extends the life of 
ECA so long as the program is going on. 

Chairman Ricnarps. That would mean in these areas so long as 
point 4 is going on? 

Mr. Cootiper. That is true. That is the proposal. Of course, 
that would be changed if the Congress created a new agency. 

Chairman Ricuarps. Mr. McGhee, this is a little off the beaten 
track of what you are talking about, but since the wheat business and 
all, how is Mr. Nehru doing over there? 

Mr. McGuesr. Mr. Chairman, certain statements that Mr. Nehru 
has been making recently I think this committee would find very 
satisfactory from our point of view. 
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I had, in connection with my presentation here, brought along a 
speech which Mr. Nehru made on July 8, which I think your com- 
mittee might be interested in hearing an abstract from this speech 
dealing with communism. 

Chairman Ricuarps. Not the whole speech? 

Mr. McGuee. No, sir. There is an abstract about his attitude 
toward communism which I think would be interesting. 

Chairman Ricuarps. Let us have that. 

Mr. McGuer. Mr. Nehru says: 

Communism’s appeal to the many has been based on its promise to satisfy essen- 
tial human needs and provide security. We have seen that it brings in its train 
conflict and violence and authoritarianism and suppression of the individual. 
Can we provide economic security and progress without sacrificing democratic 
liberties? There is no reason why this should not be possible, though the path 
may be difficult. 


That is the most pertinent quotation. 

Chairman Ricuarps. And about the most contrary in regard to 
communism that he has voiced, is it not? 

Mr. McGuer. That is correct, sir. The Indian Government has, 
however, always taken strong measures against communism in India. 
They have in many cases suspended the writ of habeas corpus in 
dealing with their local Communist problem. Many Communists are 
in jail today. India has always regarded communism as an internal 
menace. 

Chairman Ricuarps. Are there any other questions of Mr. MeGhee 
on this point? 

Mr. Vorys. I notice in your specific projects you have one for plows. 
It is, I suppose, 10,000 tons of steel to be imported from the United 
States. 

Mr. McGuer. Let us look at that project. 

Mr. Chairman, I want to go by the wishes of your committee. | 
had prepared a statement which I proposed to file and to make a few 
remarks. Then we have other witnesses here, some of whose testi- 
mony will cover, I believe, this point raised by Mr. Vorys and other 
points. How would you like to proceed, sir? 

Chairman Ricuarps. First, I] would propose to ask the unanimous 
consent to put in the record the statement you have made. I do not 
know if there is anything else, unless you have something that you 
would like to speak about at this time. Would you suggest we put 
the other witnesses on, because we can call you later? 

Mr. McGuer. That is fine. I have the statement which is com- 
prehensive insofar as it describes the program in south Asia. 

Chairman Ricuarps. Without objection, that will be placed in the 
record. 

(The material referred to is as follows:) 

Mr. Chairman, Mr. Rusk has presented a general view of the title III area, 
its problems, and our policies in that area. Other witnesses have discussed the 
specific characteristics of southeast Asia and the Far East. I shall discuss the 
area of south Asia which includes Afghanistan, Pakistan, India, Ceylon, and Nepal. 
As a part of the general presentation on south Asia, Dr. Bennett, the Administrator 
of the Technical Cooperation Administration of the Department of State, will 
discuss programs of technical assistance which we have undertaken in south Asia 
and will be supported by Mr. Horace Holmes, who has just returned from India 
with a first-hand knowledge of the current program in that country. Mr. Holmes 
has met with great success in his efforts which are an outstanding example of 
United States technical assistance to underdeveloped areas. 
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The problems of south Asia differ in some ways from those of other areas under 
title III. We are not proposing a program of military assistance for south Asia. 
We do, however, propose a program of grant economic assistance to these five 
countries in south Asia as a part of the general program for title III countries. 
With your permission, Mr. Chairman, I shall present our views on the specific 
problems and need for the proposed economic programs in the countries of south 
Asia. 

The program for south Asia, while small in relation to the total needs of the 
area, will yield large returns in strengthening the free world and furthering our 
own .ecurity interests. These programs, coordinated with programs being 
developed by the south Asian countries themselves and financed by them, will 
do much to meet the great need of the countries of south Asia for perceptible 
progress in solving their pressing economic problems. 

We believe that these programs of United States economic assistance are a 
necessary and integral part of total development plans in the area and will en- 
courage further initiative by these countries. Aside from the material benefits 
to the countries and to the United States, the proposed programs if adopted would 
be additional evidence of our sincere concern for the well being of free peoples in 
this part of Asia and could also demonstrate to them the concrete advantages 
of free world cooperation. 

A glance at the map shows that south Asia comprises five independent countries 
on the periphery of Communist Asia which form a bridge between the free coun- 
tries of the Near East and southeast Asia. Should this bridge collapse, the 
security of both the Near East and southeast Asia would be jeopardized. 

Some 450 million people live in the south Asian area of 1,500,000 square miles. 
The area is a vital source of many important commodities ranging from pepper 
to manganese. South Asia is the only important area of the vast Asian land mass 
which is not under communist control or under active threat of communist 
domination. United States aims in south Asia are to help and encourage these 
countries to deal with problems of economic adjustment and development under 
conditions which will permit the survival and growth of democratic political 
institutions, and to promote in cooperation with these countries, the strengthening 
of the free world. The proposed programs of United States economic assistance 
for the individual countries in south Asia will constitute a practical step toward 
the achievement of this aim. 

Three of the countries in south Asia are newly independent and the Govern- 
ments of all are non-Communist. The steady growth of non-Communist political 
institutions is an essential bulwark against expanding Asian communism. Basic- 
ally, these countries look to the free world for support in their struggle for political 
stability. Internally, they have demonstrated their awareness of the danger 
of communism by strong measures against Communist activity and by public 
denunciation of communism. 

INDIA 


India is the largest country in south Asia and, indeed, has the largest popula- 
tion of the nations in the free world. It is over a million square miles in area. 
The vast majority of its 350 million inhabitants are Hindus, but its population 
includes 40 million Moslems and some 10 million Christians. The per capita 
income of India is estimated at between $50 and $60 a year as compared with 
$1,450 in the United States. The budget of the Central Government of India 
for the present fiscal year is slightly in excess of $4 billion. 

India is predominantly an agricultural country; 70 percent of its people live 
in rural areas and work the land. However, India is also an important industrial 
country, particularly in jute and textile manufacturing, and has important raw 
materials. The importance of its raw materials to the United States is amply 
illustrated by the fact that in 1950 the United States received from India 36.7 
percent of its manganese imports, 87.4 percent of mica imports, 55.3 percent of 
kyanite imports, and 82.5 percent of its burlap imports. 

One derives a clearer impression of the economic level in Indis when it is realized 
that the supply of electricity per capita in 1949 was just over one half of 1 percent 
of the American per capita supply; steel consumption per capita was about | 
percent of the Uni.ed States level, and coal consumption was about 2.5 percent 
of the United Staies level. 

Indian agricultural development is retarded and the productivity of Indian 
farms is far below its real potential. While 70 percens of India’s population work 
the land, only one-half of India’s national income is derived from agricultural 
activity. Indian yields of rice are somewhat under 750 pounds per acre as 
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compared with 1,400 pounds per acre in the United States. Food consumption, 
which affects che productivity of labor, has been declining over the past decade. 
Even with substantial food-grain imports, ranging from 1 million tons in a year 
of comparatively good crop yields to almost 6 million tons in the current year 
the In diet is far below a healthful minimum. The present supply of f 
grains from domestic production in India is equal to 1,400 calories per capita per 
day and the total food supply is equal to 1,760 calories for the average consumer 
per day. This represents a decline, over a decade, of about 16 percent. 

A number of reasons may be adduced to explain the slow progress in raising 
living standards in India. A major impediment is the shortage of trained and 
experienced administrators and technicians required to manage important develop- 
mental projects in agriculture and industry. While India was not a theater of 
active combat during World War II except for Japanese attacks in eastern Assam 
and Manipur, it was an important base of operations against the enemy. During 
the war its industries and transportation system were strained to the utmost, 
without adequate servicing or replacements, to make possible a maximum 
contribution to the Allied war effort. 

India’s economy as it emerged from the war was further adversely affected by 
the dislocations and upheavals which accompanied the partition of British India. 
Most of the capital which has been available has been used, not for new develop- 
ment, but rather for reconstruction. Furthermore, since the war the leading 
source of certain important raw materials and manufactured items needed for the 
various developmental projects in India has been the United States, and in com- 
mon with other nondollar countries, dollar exchange has been strictly limited and 
rationed for current as well as long-term needs. 

Last year a series of natural disasters which affected food production forced 
the Government of India to allocate to food purchases even larger quantities of 
dollar exchange, which under normal circumstances could have been used for the 
purchase abroad of machinery and equipment for industrial and agricultural 
development. These disasters occasioned the need for emergency food aid which 
the United States extended on a loan basis. The proposed program is designed 
in part to help combat this sort of problem on a long-range basis. 

‘he partition of British India nad: the events which accompanied it have given 
India one of the most difficult refugee problems in the world, and certainly one of 
the largest in terms of the numbers of displaced persons. Extraordinary efforts 
and expenditures have been required to care for more than 5 million people who 
left their homes in Pakistan and come to India. 

In August 1947 India achieved full independence as a dominion in the Common- 
wealth of Nations. In fulfillment of its preindependence pledges, the Congress 
government adopted a republican form of. government on January 26, 1950, but 
retained its membership in the Commonwealth. India’s new constitution pro- 
vides a form of government similar in many respects to the British parliamentary 
system, but many of its provisions have been drawn from our own Constitution, 
as well as from the constitutions of other democratic countries. 

India is strongly nationalistic, proud of its recently acquired independence, 
opposed to colonialism, and anxious to participate in the solution of Asian prob- 
lems. While its Government and the vast majority of the people are anti- 
totalitarian and are intensely anti-Communist in the domestic sphere, India has 
not firmly alined itself with the western and democratic countries as opposed 
to the U. 8S. S. R. and its satellites. On the other hand India voluntarily retains 
its membership in the Commonwealth of Nations, is an active member of the 
United Nations, and since the founding of the United Nations has by and large, 
except for the China case, voted on the same side of questions as the other non- 
Communist countries. India’s foreign policy seeks to keep the country out of 
what India regards as a global contest for power. The Government of India 
and its people want time to develop India’s economy, to improve living standards, 
and to reduce sickness, hunger, and illiteracy. The Government of India and 
the State governments are stern in their treatment of Communists, who are the 
most bitter critics of India’s present government. 

In common with other countries of south Asia, the people of India believed 
relief from poverty and hunger would come with independence. Progress toward 
the amelioration of economic conditions has fallen short of their general expecta- 
tions. The Government and the people of India are aware that the seeds of 
revolution in India are present wherever there is widespread poverty and inade- 
quate social services. The perpetuation of these ills leaves the population 
vulnerable to subversion by communist opportunists. The people of India would 
not willingly submit to an imperialism more cruel and degrading than any the 
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world has yet seen. Yet in desperation some of them are already tempted to 
accept the promises of Communist agents. Tangible betterment of their lot 
can do more than anything else to foil communist aims. The continuation in 
power of a government founded in democratic principles depends in large measure 
upon the success with which it meets and overcomes pressing economic problems. 

For these reasons the Government of India gives high priority to agricultural 
and industrial developmental projects for the raising of living standards. India 
has not received large amounts of United States assistance for economic develop- 
ment. There has been limited technical assistance under the point 4 program, 
and the United States has assisted India, at a cost to us of $7 million, to purchase 
grain sorghums at special prices. Under the Emergency Food Aid Act the Congress 
recently authorized a loan to India of $190 million for the purchase of food grains. 
The International Bank for Reconstruction and Development has granted to India 
loans of $65 million for rehabilitation and development. 

If India is to make rapid progress in the completion of its presently projected 
programs, it must have outside assistance to supplement its own efforts. An 
expanded program of United States economic assistance is therefore necessary. 

e have followed with great interest the formulation of plans for essential 
development in India and other countries of the area under the Colombo plan. 
The initiative shown in embarking 9 this 6-year plan and the more recently 
announced revision covering a period of 5 years, is gratifying to all who believe 
India has an important role to play in the free world. 

In their scope, the two plans are similar. The program for India covering a 

riod of 6 years from July 1, 1951, calls for a total expenditure of almost $4 billion. 

jven with the assistance given by countries now participating in the plan, India 

is not yet assured that it will be able to arrange the financing needed to carry 
out the ——— of development so necessary to reverse the decline in the Indian 
standard of living. India does not have large reserves of foreign exchange avail- 
able for long-term developmental expenditures, nor is indigenous private capital 
available in sufficient quantities for investment purposes. 

The economic assistance proposed in the Mutual Security Program is designed 
to aid in the attainment of the economic stability which is the key to the main- 
tenance of India’s political stability. It is designed in particular to help solve 
India’s formidable food problem which is the most important single economic 


challenge facing the country. It will provide India with a portion of the capital 
and technical assistance required for the most effective development of its 
resources, while promoting trade between India and the United States. 
Since the principal weakness in India’s economy lies in its agriculture and since 
the quickest results can be expected from 2 projects in this field, the proposed 
or 


program of United States economic aid India would be directed toward an 
extensive improvement in agricultural productivity. The United States has 
particularly valuable experience in the discovery and use of those techniques which 
are directly applicable to India’s present needs. Results in the improvement of 
agricultural productivity can be spectacular as is demonstrated by pilot projects 
undertaken by Mr. Horace Holmes in India. Mutual Security Assistance, by 
broadening the scope of efforts such as those of Mr. Holmes, would strike at the 
primary economic problem with high prospects of a rapid response. 

Efforts to assist Indian agriculture under the proposed Mutual Security Pro- 
gram would be directed toward the use of land not now in use, the provision of 
good seed to sow the land, and fertilizer and water to nurture the seed. 

Several types of projects will serve to illustrate the program which can be 
carried out in India with United States assistance. Three million acres of land 
presently overgrown with grass and jungle can be reclaimed and put into the 
production of additional food grains. Better seed, implements and techniques 
could be introduced through agricultural extension projects. Indian agriculture 
now lacks sufficient fertilizer. Advantage may be taken of available raw materials 
to construct additional fertilizer manufacturing plants which could be expected 
substantially to increase production within about 18 months. A project for sinking 
tube-wells can provide ground water irrigation for over a million acres and make 
available for production additional acreage which has been lost through saturation. 

A fisheries project can take advantage of what are at present India’s partially 
utilized resources for deep-sea fishing; the food made available would constitute a 
substantial addition to the protein content of the average Indian diet. Technical 
assistance can be provided for geological survey work to facilitate India’s produc- 
tion and export of scarce materials. Technical assistance can also be provided in 
& variety of other fields including vocational education and public health. 
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Essential economic development in India will require considerable grant aid 
in addition to the limited additional amounts it may be able to borrow. The 
proposed United States aid under the Mutual Security Program will help fill 
this gap. Nevertheless, it is expected that India will supply almost all of the 
local currency costs of the program. It is contemplated that the administration 
of the program will be undertaken by the Economic Cooperation Administration, 
with a small ECA mission. 

Without foreign assistance the Government of India will of necessity have to 
postpone or abandon certain of its critically needed development programs in 
— that it may devote larger quantities of its capital to current and consumer 
needs. 

An aid program could also be expected to demonstrate to the people of India 
that it is possible for a country to enter into cooperative arrangements with 
another foreign country in such a manner that there need be no infringement of 
traditional concepts of state sovereignty and freedom of action. An important 
byproduct of a program of aid to India would be the beneficial effect of day-to- 
day contact between Americans and Indians at the working level. 

A response on our part to India’s pressing need for assistance in raising or at 
least in preventing a further decline in living standards would clearly demonstrate 
our basic good will toward the people of India and 2ive them tanzible evidence of 
our willingness to assume some responsibility for critically needed aid when such 
aid is necessary to defend freedom-loving people acainst threats of force or sub- 
version and to prevent the perpetuation of unendurable conditions of life. 


PAKISTAN 


Pakistan, the fifth largest nation in the world, and the largest Muslim country, 
emerged as independent when the British withdrew from India. An important 
link between non-Communist Asia and the Near East, Pakistan occupies a 
prominent position in the Muslim world. It is a member of the Commonwealth 
with a federal form of government. The members of the Government of Pakistan 
are those who led the independence movement which led to Pakistan’s birth. 
The people of Pakistan, like those of India, looked forward to great economic 
betterment following the achievement of independence. They have assimilated 
western education and political tradition. and are strongly oriented toward the 
west, particularly the United States. The inability of the Government rapidly 
to bring about progress in improving economic conditions in the new nation 
adversely affects its political position. 

The Government of Pakistan has taken active measures to repress internal 
Communist activity. While Pakistan has recognized the Communist Chinese 
Government, it is clearly aware of the aggressive aims of communism, and seeks 
the friendship of the United States and the non-Communist countries. 

Its basic problems of a low standard of living and lack of basic industrial 
development were compounded by the problems of partition which left Pakistan 
divided geographically. In approximately 370,000 square miles, Pakistan has a 
total population of over 75 million, of whom 42 million are in eastern Pakistan. 
Density of population per square mile is approximately 207 for all Pakistan and 
773 for eastern Pakistan. 

Roughly 75 percent of Pakistan’s national income is derived from agriculture 
and over 80 percent of the country’s agricultural production is confined to two 
principal food grains—rice and wheat, and two cash crops—raw jute and raw 
cotton. Rice production amounts to about 8 million tons a year and about meets 
the nation’s requirements. Under good crop conditions, Pakistan produces 
about 4 million tons of wheat annually, of which about one-half million tons are 
available for export. 

Pakistan lacks the basic mineral resources for large industrial undertakings, 
although small quantities of coal, petroleum, gypsum, limestone and chromite 
are produced. Most of Pakistan’s chromite is exported to the United States. 
The country’s few industries consist mostly of cotton mills, jute presses, railway 
shops and foundries, sugar and flour mills, and two small petroleum refineries. 
Although it has potentially important hydroelectric sites, actual facilities for 
electric power are still modest. 

Since adequate capital for development is lacking internally Pakistan looks 
abroad for assistance. It has accepted assistance from the United Nations; it 
actively cooperates in the Colombo plan; and it is accepting bilateral assistance 
from the United States under the point 4 program. As yet, only limited progress 
has been made in carrying to completion the plans drawn up under these various 
auspices. 
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Under the Colombo plan, Pakistan plans for developmental projects contem- 
plate a total expenditure of $786 million in public funds over a 6-year period plus 
an additional $140 million in private investment. In the governmental sector, 
more than a third is devoted to agriculture, a fourth to transportation and com- 
munication, a fifth to fuel and power, and the remainder to smaller industrial, 
housing, educational and health programs. For the Pakistan part of the financing 
of this program, strong reliance is placed on an extremely favorable change in the 
present condition of the budget, the balance of payments, and the volume of 
internal capital formation in Pakistan. 

To date Pakistan has not made any loan agreements, although discussions are 
now under way for arranging a loan with the World Bank. Yet it is unlikely that 
Pakistan could borrow and service international loans in sufficient amounts to 
finance all those economic development projects which are essential if economic 
and political stability are to be assured. 

Like India, Pakistan is a new country that had to organize its economy over- 
night in the face of a vast influx of some 5 million refugees without sufficient 
capital resources to meet its economic problems. Taking Pakistan as a whole, 
population pressure on the land is less severe than in India but, on the other hand, 
crop yields are generally lower. Practically none of the industrial installations 
of undivided India went to Pakistan. Thus the country finds itself with a large 
refugee population who must be cared for with an economy producing valuable 
raw materials but devoid of manufacturing facilities, and with an extreme shortage 
of technically trained personnel. Favored by a steady demand for its raw mate- 
rials, Pakistan has made some strides toward solving its economic problems. 
Nevertheless, because of the scarcity of funds and trained technical personnel, it 
has hardly begun to realize its economic potential. 

Outside economic aid is needed to increase agricultural production and diversify 
the economy of the nation, so as to raise the standard of living, and to create 
stable internal e-onomie condivions. There is every reason to believe that once 
the initial impevus is given, internal capital will be encouraged to participate ir 
making further progress. 

The economic assistance proposed under the Mutual Security Program is 
designed to assist the Government of Pakistan in carrying out its own program 
of essential economic development. The Mutual Security Program of economic 
assistance would concentrate on the improvement of agricultural techniques by 
the introduction of American extension methods, improved implements, and by 
encouragement of the use of fertilizer. The proposed program would provide 
for the introduction of tractors for the reclamation and tilling of large areas so 
as to achieve the optimum utilization of larger tracts of land. In addition to a 
direct attack upon the low standard of living in Pakistan, increased agricultural 
production will benefit all of south Asia. The reclamation of land, particularly 
in the Thal region, will go far to resolve the refugee problem in Pakistan, by putting 
reclaimed land at the disposal of refugees. It is anticipated that the application 
of fertilizer, chiefly ammonium sulfate, to the land can be expected to increase 
yields up to 30 percent. ‘ 

The program can also sponsor the introduction of modern methods of rapid 
road construction. Pakistan’s roads have never been fully repaired after suffering 
considerable deterioration during World War II. Assistance in this field will 
make an important contribution in improving distributional facilities of the coun- 
try. Vocational education would also be stimulated by aid in the establishment 
of technical trade schools. <A geological survey would be of considerable help to 
Pakistan in gaining a better knowledge of its resources. It is hoped that the 
proposed program will be administered by the ECA through a modest size ECA 
mission. 

If no United States aid were provided, the Pakistan Government would find 
it difficult to provide the improvement in economic conditions that the people 
have been expecting as a result of their new-found independence. As in most 
countries, so in Pakistan political stability is directly related to progress in the 
improvement of the lot of the common people. In Pakistan there is a firm belief 
that the Government is responsible for any major economic development. This 
feeling is more than local and tends to become cumulative as one goes from the 
local level to the central government. 

The Communist Party is attempting to increase its influence, particularly 
among the large number of refugees who have not yet been successfully assimilated 
into the Pakistan economy. Although the Government continues to enjoy wide 
popularity, it must make substantial progress in its efforts to improve living con- 
ditions for the people in order to maintain their support. 
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AFGHANISTAN 


Afghanistan, with a population of about !2 million, is an important and 
strategically located country of south Asia. Afghanistan is land-locked, sur- 
rounded by the Soviet Union, Pakistan, and Iran. The population is agricultural! 
and in part nomadic. Its agricultural economy is primitive with relatively few 
opportunities for the accumulation of private savings. Living conditions are 
extremely poor. It is, however, a primary source of karakul skins for the United 
States. Potentially Afghanistan is rich in mineral resources which, so far, have 
been only partially explored. Manufacturing and communications and trans- 
portation facilities are in an elementary stage of development. 

Beginnings of a opera program for the development of light industries 
and mining were made between the two World Wars, but the country still is almost 
completely dependent on imports for petroleum, machinery and vehicles, building 
materials, textiles, and other consumers goods of many types. During World 
War II, Afghanistan was able to accumulate considerable foreign exchange re- 
serves by exports of karakul skins, raw cottion, hides and skins, wool, fruits and 
nuts. These reserves, supplemented by an Export-Import Bank loan of $21 
million, have been committed to a number of large river valley development 
projects some of which are nearing completion ahead of schedule. They involve 
the production of hydroelectric power, the irrigation of large tracts of poten- 
tially fertile land, and significant improvements in the country’s transportation sys- 
tems. These projects will create opportunities for the settlement of seminomadic 
and nomadic tribes and will thereby contribute to the political stability of the 
area as well as to its economic progress. 

The concentration of the country’s resources on these major projects has limited 
the resources available for strengthening other aspects of the Afghan economy, 
namely, manufacturing and mining. United States economic assistance to 
Afghanistan other than the loan already mentioned, has not been great. It has 
been supplied primarily through technical assistance for the development of 
Afghanistan’s basic mineral resources and improvmement in technical skills. 
United Nations technical aid has also been extended in limited amounts. The 
small program proposed is addressed to one of the principal shortages that pres- 
ently hamper economic development in the Kabul area: the lack of coal for heating 
and manufacturing purposes. Expert advice has been obtained, and equipment 
for a fivefold increase in coal production has arrived at Ishpushtu, the principal! 
mine. The proposed program would make its contribution in assuring the dis- 
tribution of the coal where it is needed. 

Afghanistan’s needs for economic development are great and frustration of oft- 
deferred improvement would offer-attractive opportunities for subversion never- 
theless. Afghanistan is determined to cope with these problems and is putting 
forth admirable effort. Therefore, while proposed United States economic 
assistance to Afghanistan is small it will give encouragement and support to the 
programs already developed under Afghan initiative. 


CEYLON 


Ceylon is an island of 25,322 square miles with a population of 7% million. 
It became an independent country and a member of the Commonwealth in 
February 1948. 

The Government is under constant criticism stemming from rising prices and 
slow progress in carrying out programs of economic development. Ceylon’s 
Government leaders are now making a sincere effort to improve living conditions. 

Ceylon is of great strategic importance to the United States. Undeveloped, yet 
rich in certain important resources including graphite and rubber, Ceylon has 
been seeking foreign economic and financial assistance to carry through important 
agricultural and other developmental projects. In common with the other 
countries of south Asia, Ceylon is prone to think that in the distribution of finan- 
cial aid to foreign countries, it has been neglected despite the urgency of its need. 
As in the case of the other countries of south Asia antidemocratic forces in Ceylon 
are able to capitalize on the slowness of economic progress and entice the people 
to communism as the panacea of their social and economic ills. 

Ceylon depends on imports for 60 percent of its food grain supply, and it pays 
for these imports almost entirely by exports of rubber, tea, and coconuts. In 
periods of high prices for these exports and when food imports are easily available, 
Ceylon prospers. On the other hand, a drop in raw material prices and shortages 
of food grains spell hardships for Ceylon’s population. This excessive dependence 
on an unstable export economy is not imposed upon the country by the character 








THE MUTUAL SECURITY PROGRAM 997 


of its natural resources, but is the product of historical developments. The 
Government of Ceylon wishes to rectify the existing imbalance of reclaiming part 
of the present jungle for the cultivation of food crops, restoring the ancient irriga- 
tion works and increasing production on the land now under cultivation by the use 
of better methods. 

The United States program proposed for Ceylon is designed to supply expert 
assistance for programs that the vernment of Ceylon is planning to finance 
largely with its own resources. The three fields in which such assistance is to 
be given are agricultural extension, water resources surveys, and the production 
of educational training films, 

NEPAL 


Nepal lies astride the Himalayan passes that lead from Tibet to the Ganges 
plain of northern India. Most of Nepal’s 56,000 square miles are mountainous 
and communications are almost totally lacking. Nepal’s population is estimated 
at about 7 million. 

Nepalese leaders took to the United States for assistance and support of their 
country’s independence. The great interest shown by the Nepal Government in 
technical and economic aid for developing the country’s resources has resulted 
in the recent signing of a bilateral agreement with the United States for assist- 
ance under the point 4 program. his assistance program, although small at 
the moment, is being actively pursued by the Nepalese. 

There is no important mineral production at present in Nepal, although the 
Government of Nepal is anxious to secure American assistance in increasing 
production and in utilizing untapped mineral resources. Likewise, agricultural 

roduction is low. The proposed program for Nepal is concentrated in two fields. 

he program will supply (a) United States agricultural experts who wil assist 
local officials in raising the present low yields, and (6b) a mineral expert who will 
assist in determining the extent of the country’s mineral resources and the feasi- 
bility of their development. 

Finally, a general statement regarding United States objectives in South 
Asia. They are simple and well known. We desire the enduring friendship of 
the countries of south Asia—a friendship based on mutual confidence and 
integrity in international dealing, on our common devotion to accepted principles 
of international law and conduct, and our common respect for the independence 
of nations and their right to develop in accordance with their own genius. The 
governments and peoples of south Asia share three aspirations: They want to 
maintain their indepencence; they wish to join in collective efforts to maintain 
world peace; they wish to improve their living standards. These are the aspira- 
tions of the American people as well. 

Without exception these countries of south Asia are beset with tremendous 
internal problems—problems of such magnutide that they might well stagger 
more experienced governments and put a strain on stronger economies. In their 
understandable preoccupation with these immense local problems during a period 
when other free countries are learning through bitter experience of the insatiable 
aggressiveness of international communism, some of these countries have some- 
times regarded the threat of Asian communism as less immediate than we. This 
difference in emphasis need not obscure the fact that they are determined to 
remain free and that they are pledged to resist external attack. 

The national independence of these countries rests on a continued political 
stability and on economic progress—progress that will be apparent to the common 
man in what he eats and wears. Economic progress has so far been dangerously 
insufficient to insure political stability. A program of economic assistance to 
the countries of south Asia will serve to accelerate essential economic improve- 
ment, and by strengthening the countries of south Asia will reinforce the security 
of all other nations of the free world. 


Chairman Ricuarps. If you have anything else that you can think 
of which is particularly pertinent to the question we are discussing 
right now, I wish you would go ahead and say it. 

Mr. McGuek. I will be guided by our committee’s wishes, 

Mr. Vorys. I wondered if Mr. McGhee has a general statement of 
the program in south Asia. It might save time now merely to re- 
ceive it and file it. He would know better than we whether we should 
hear it at this time, or at least a summary of it. 

85708—51——64 
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Mr. McGuesz. Why I raise this matter is that the particular ques- 
tion that Mr. Vorys has asked comes under the program of Mr. 
Horace Holmes, whom we brought from India to testify on this 
point. I thought after you heard Mr. Holmes testify this morn- 
ing—— 

Mrs. Botton. Does it make any difference? 

Mr. Coouiner. | think I can answer that question. We did not 
have him on the list. We were not sure he was going to arrive. He 
is an integral part of the program. 

Chairman Ricuarps. What phase would he be most conversant 
with, and similarly what about Mr. Loftus? 

Mr. McGuer. Mr. Loftus has been responsible for the develop- 
ment of this over-all Title III program. In the Department, he is 
Economic Officer for the Near Eastern, South Asian, and African 
Bureau. 

Chairman Ricwarps. You would know which would be the best 
man to give us the information on the particular subject we are 
discussing, Mr. Loftus or Mr. Holmes. 

Mr. McGueer. Mr. Chairman, with your permission, sir, may we 
proceed in this way: My particular responsibility covers India, 
Pakistan, Nepal, Ceylon, and Afghanistan. May I make a brief 
presentation covering that area, to supplement what Mr. Rusk said 
yesterday? 

Mr. Rusk gave an over-all statement in connection with title IIT. 
Since his particular responsibility in the Department does not cover 
the south Asia territory, I think he left for my bureau the presentation 
of that program. 

Chairman Ricnarps. The thing I was interested in was letting you 
outline the procedure as to making the best case for the part of it 
that you are interested in. 

If you think it is best to make your statement now, do that. 

Mr. Vorys. What you have lined up this morning is a kind of 
clean-up on title III, and these fellows would know the kind of stuff 
we want. I certainly do not want to pop a question ahead of time 
that will come up in the orderly way later and throw you off base. 

Chairman Ricnarps. That is exactly what I am telling the Secre- 
tary. I want him to either proceed now along that line or call on the 
man you think best can give us the information. 

Mr. McGuesr. With your permission, I will file this statement 
and make a brief statement of my own, and call on Mr. Holmes. 

Mr. Bennett, who is in charge of the TCA program, and who was 
scheduled to testify, is overseas on official business. Mr. Bennett will 
be back on Thursday of this week. If your committee desires, he will 
be available for testimony at that time. 

I would like to state, first of all, that for south Asia we request no 
grant for military assistance. We see no need for it. The countries 
have not requested it strongly. We do not find it in our interest at 
this time to offer it. 

We do request funds for economic assistance for this area. This 
area, as we described earlier, includes the independent countries of 
south Asia—Afghanistan, Pakistan, India, Nepal, and Ceylon. There 
cee some 450 millions of people, covering a million and a half square 
miles. 
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Mr. Lanuam. Mr. Chairman, can I ask a question that is bothering 
me? Mr. McGhee has said that they have not requested any military 
aid. I wonder if they have requested this ECA aid or this other aid, 
or is this program something that your Department is proposing 
without any requests from these countries for aid? 

Mr. McGuer. Mr. Lanham, the countries that we propose aid for 
have in various ways, either formally or informally, let it be known 
they desire aid from us. We request no aid that we do not feel it is 
in our interest to provide. 

The existence of a formal request covering the specific amount that 
we ask for, we do not consider as a necessary precedent to our extend- 
ing aid. 

You can be sure, sir, we weuld not wish to give aid to anyone who 
would not desire it. In the case of these countries, we know they 
desire it. 

Madame Pandit, the Indian Ambassador, in a speech last week, 
stated clearly that the Indians needed our economic aid in their 
agricultural development. As a part of the Colombo plan, which 
includes three of the countries here under discussion, a specific appeal 
was made to other countries, not naming us in particular but meaning 
countries like ourselves who were in a position to do so, to assist them 
in carrying forth their over-all plan on a 6-year basis. 

In the case of these countries you have as formal a request as anyone 
could expect from the countries who want our assistance, and where 
we feel it is in our security interest to do so. 

Mr. Lanuam. Thank vou. 

Chairman Ricuarps. Is it not a fact, Mr. Secretary, that in going 
into this area and doing the things that are proposed here, you mention 
it is pretty hard to pass on the question of whether or not you had a 
formal request by a government as such, and after all the provision of 
these funds for the specific area, and elsewhere, is based on the theory 
that by spending this money we will be carrying on the general battle 
against the expansion of communism; is that not right? 

Mr. McGuen. That is correct. 

Chairman Ricuarps. And sometimes it may be wise. I doubt 
that the general rule will allow you to make proposals yourself to do 
certain things to help these areas; is that right? 

Mr. McGuer. That is correct, sir. The assistance could not be 
effective if the recipient country did not desire to have it, and would 
not make proper use of it. On the other hand, there are many 
situations in which the initiative for the assistance could well come 
from us. They may not have thought of it. 

Chairman Ricuarps. The basis for that initiative should be the 
over-all world picture and the danger of communism; is that correct? 

Mr. McGuer. That is correct. I think we would be in a dangerous 
position if we reacted only to requests. The requests may be far in 
excess of what we should furnish. Many of the countries in the 
Middle East and Asia are new countries. They are self-conscious 
about being new countries. They are proud. They are reluctant 
to make requests, particularly where there is a danger that the request 
will be turned down. They feel it might be an indication of weak- 
ness; that they recognized our powers over them. 
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Chairman Ricwarps. And they might be afraid to make requests, 
like Czechoslovakia, Poland, and all in the European set-up when 
Russia laid down the law that you cannot participate? 

Mr. McGueer. That is correct. In any event, before the assistance 
is given, you may be sure there will be a bilateral agreement to cover 
all of the points under which the aid will be given. 

be evident that they want the assistance and will use it 


It will 
properly. 
Mrs. Botton. Mr. Chairman, are we not going to withhold our 
questions until the Secretary has made his statement? 
—— Ricwarps. If it is the gentlewoman’s wish, we will do 
that. 

Mrs. Botton. I thought we were going to do that. 

Chairman Ricuarps. That rule will apply to you as to any of the 
rest of them. 

Mr. McGuee. I will try, Mr. Chairman, to keep my remarks as 
brief as possible. 

South Asia is the most stable area that exists today in Asia, which 
includes countries that are oriented to the West, that cooperate gen- 
erally with the West, that are aware of the internal problems of com- 
munism and are determined to defend themselves against aggression. 

One finds elsewhere in Asia much instability and even actual war- 
fare. In this area are 450 million people, one-fifth, approximately, of 
the people of the world, and about a third of the people in the free 
world. They have relatively stable middle-of-the-road governments. 
They cooperate with us and are people with whom we can work. 

If we should ever lose these people to communism, if they should 
be added to the 800 millions already under the control of communism, 
that would give communism the majority of the people in the world. 
I, myself, would be pessimistic about the future of the relationships 
between the free world and Asia, or indeed the future of the free 
world itself, if that ever took place. 

If one turns to the individual countries in this area; India, of course, 
looms largest, both in terms of size and population. India has 350 
millions of people. It is the largest one country of the free world. 
India; finds herself in the position of having a great excess of popula- 
tion in respect to available resources. They have a low income, some 
$50 or $55 a year per capita, compared to $1,450 in this country. 
Yet, India is extremely important to the Western World, both from 
the standpoint of its people and its mineral and other material re- 
sources. 

We, for example, receive some 36.7 percent of our manganese from 
India; some 87% percent of our mica and some 82% percent of our 
burlap. The Indians, on the other hand, depend to a considerable 
extent on the west. They must, even in good crop years, import a 
million to 2 million tons of wheat a year from the west. They obtain 
all their oil products from the west. 

The agricultural yields of India and the productivity of its industry 
are extremely low. The Indians, for example, consume only one- 
half of 1 percent per capita of the electricity that we consume; 
1 percent of the steel; 2% percent of the coal. Some 70 percent of the 
people of India are farmers. Their productivity is only one-half of 
ours. They produce 750 bushels of rice per acre as against 1,400 in 
this country. 
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India has all the problems of a new state, the establishment of an 
effective administrative o ization, the problem of balancing her 
accounts with the rest of the world in which she is projected for the 
first time, the problems of acquiring political maturity and developing 
trained leadership. This has been added to the problem of her low 
productivity and her very large population. You are aware, of course, 
of the request which India made upon us recently, and which this 
committee acted upon in a most forthright way, to assist in meeting 
a grave crisis arising out of a short crop in their grain production. 

am glad to report that the reaction in India to this generous gesture 
on the part of this Government in making available $190,000,000 on 
a loan basis to purchase this wheat has been most salutary. It has 
contributed to the favorable editorial comment that weenow find in 
Indian papers with respect to this country. 

This country has also given some point 4 assistance during the past 
fiscal year. e assisted India last year by subsidizing sorghum going 
to Indis to meet their grain needs to the extent of $7,000,000. Some 
of this help was in the form of an ECA advance from its “general area 
of China” funds; the balance was in the form of concessionary price 
worked out with the Department of Agriculture. The International 
Bank has loaned some $62,000,000, largely for river development proj- 
ects. The Indians, together with the other southern and southeast- 
ern Asia countries, have entered into the Colombo plan. Under this 
plan India would, within a 6-year period, expend some $4,000,000,000 
for their economic improvement. This economic development would 
cover all phases of the Indian economy. They would utilize to a con- 
siderable extent their own indigenous currency and resources. They 
would also depend in the carrying out of this plan on some $1,110,- 
000,000, in dollars, of which part would have to come from outside 
sources, 

This, as I stated previously, is in a sense a formal request from 
India, as a part of this larger Colombo plan, to assist her in her develop- 
ment. The response we propose here could well be considered our 
response to the Colombo plan. 

I might also say that the grain which is to be furnished and which 
will generate at least $150,000,000 of rupee equivalent in India can 
also be considered as contributing to the Colombo plan, since a 
large proportion of these funds we would hope would be devoted to 
the Indian 6-year Colombo plan development program. 

I might just briefly review here the present Indian political policies, 
because they have in the past been a matter of some concern to the 
Congress and to the American people. 

It is clear, as Mr. Nehru stated in the excerpt I read, that India is 
aware of the problem of internal communism, even though she has 
not been as aware as we would like of the danger of external Com- 
munist aggression. India has stated clearly she would defend herself 
against aggression, if it comes. 

India has in general cooperated in the United Nations with us and 
the other countries of the West. The principal point of divergence 
that has arisen has been with respect to Communist China. There 
we must face clearly the fact that India has had a different policy 
toward Communist China from the policy which this country and 
other western countries have had. 
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As you know, the Indian Government voted for the basic Security 
Council resolution with respect to aggression in Korea, but as you 
know also, she did not participate in the resolution branding Com- 
munist China as an aggressor. 

India has shown a natural tendency to attempt to see in Communist 
China the best that she possibly can, as a fellow Asian. She has not 
felt that Communist China has had aggressive designs vis-A-vis the 
other Asian countries. I think that has been the basic difference 
between us. 

India did supply an ambulance unit for the Korean War, although, as 
you know, she did not supply troops. There exists in India a feeling 
of neutralism with respect to the so-called cold war. The Indians do 
not feel that*it is their conflict. We think they are wrong, of course, 
and we attempt to refute their arguments, but they see the cold war 
as a great power struggle between the Russian svstem and the West, 
and they would like to stay out of it. 

They feel themselves weak economically, and would like to have 
time in which to develop themselves before they are projected into 
the struggle, if the struggle must continue. They still have a con- 
siderable reaction to the period of their colonial existence. They are 
afraid of any country or system which has enough power to exert a 
strong influence over them, because they are determined to preserve 
the independence which they have won. This applies to some extent 
even to us in that they do not want to be dominated by us or any other 
country, either economically, culturally, or politically. 

The program we propose here for India is basically agricultural. It 
is basically directed to the problem of overcoming the great deficiency 
which India has in her production of food grains and other food 
products. India must normally, even in good years, import up to 
2,000,000 tons of grain. The program which is given to you in detail 
in the breakdowns directs itself to this food production problem in a 
number of specific ways 

For example, it direc ts itself to assisting the Indians in the reclaim- 
ing of some 3,000,000 acres of land which have been ove rgrown by 
the Kans grass, a type of grass that prevents other crops from being 
grown on this land. This grass is very difficult to exterminate. 

The program includes expansion of agricultural extension services 
which have been so successful in India, and particularly the project 
under Mr. Horace Holmes. We are fortunate to have Mr. Holmes 
with us. He left India last Friday to come back and testify before 
your committee as to the great possibilities that exist in India in 
increasing food production. In the area in which he has worked 
food production has been increased as much as 50 percent through 
extension methods, demonstrating better seeds, better plows, and so 
forth. 

In addition, this program would anticipate the building of more 
fertilizer plants. One of the best ways to increase agricultural 
production is to make cheap fertilizer available to the farmer. This 
offers more possibilities than the expansion of agricultural lands, 
since the total amount of land that can be brought under cultivation 
is limited. 

The one largest expenditure in the program is for the drilling of 
some 3,000 tube wells which would bring under irrigation, land which 
is not productive now or only sporadically productive at a lew level, 
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because of the uncertainty of rainfall. This would be a comprehensive 
roject including geological work in locating the correct ground water 
lavels and the drilling of wells. 

In addition, there are projects proposed for fisheries and geological 
surveys in helping map mineral resources of India which are not yet 
developed. 

I might say in connection with India’s mineral resources that we 
currently obtain from India quite satisfactory quantities of the man- 
ganese, mica, and chromite. India makes them available to us with- 
out any restrictions. In addition to the specific projects that I have 
just described, there are others that I should be happy to discuss 
with you. 

(Discussion off the record.) 

Mr. McGueer. When one turns to the other countries of south Asia 
one finds in Pakistan a somewhat different problem. It is a Moslem 
country and looks to the west, whereas India looks to the east. 

Pakistan is the largest Moslem country and has 83,000,000 people, 
of which slightly more than half are in eastern Pakistan and the 
remainder in western Pakistan. It is a food surplus country. It 
produces 8,000,000 tons of rice and sufficient wheat in excess of its 
needs to be able to export to India some haJf-million tons a year. It 
does have a need for expanding its industries. In the partition 
Pakistan got almost none of the industries of old British India. 

Pakistan still needs, however, to improve its agricultural methods. 
Seventy-five percent of its income comes from agriculture, mostly 
wheat, rice, jute, and cotton. It also needs to develop its hydro- 
electric power and start industries which can give it a more diversified 
base and assist in raising the standard of living which, like in India, 
is very low. 

(Discussion off the record.) 

Mr. McGueer. Ceylon is a deficit country in food. She must im- 
port some 60 percent of her food, and she can pay for it during times 
of good prices for her products—her rubber, graphite, and tea—but 
normally it is difficult for her to pay for her imports. We would like 
to help expand agricultural production and assist Ceylon in other ways 
through technical assistance. 

In the case of Nepal, a country of some 7,000,000 people, land- 
locked behind India, up against the Himalayas, we would like to 
assist these people, who are just awakening to the modern world, 
and help them in developing their resources. They have unexplored 
mineral resources which may be of great value. We propose for them 
a very limited program of technical assistance, one of the most im- 
portant aspects of which would be mineral surveys. 

Afghanistan is a country which is also just awakening to the possi- 
bilities of economic progress. With funds which Afghanistan saved 
during the last war she is engaged in a very large program of develop- 
ment of her water resources. This has been supplemented by some 
$21,000,000 from the Export-Import Bank. The firm of Morrison- 
Knudsen is now building a great dam on the Hilmud River there. 

We would like to assist Afghanistan principally through technical 
assistance in making more modern her present exploitation of coal 
and chrome, and assisting her in developing her agriculture both in 
the areas where there will be water for irrigation and in the valleys of 
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Afghanistan, which now raise the wheat and other products which the 
Afghans need. 

Mr. Chairman, I will not take any further time. I would just like 
to summarize that we have here in South Asia a stable group of coun- 
tries, all with middle-of-the-road governments; all oriented to the 
west; all aware of the problem of internal communism, and all co- 
operating in general with us in the western countries. 

We would like to present the assistance requested for South Asia 
as @ sound investment on the part of our country to assist these 
peoples, to whom we have not previously extended grant aid, in over- 
coming the basic development problems which they face in raising 
the very low standards of living of their people. 

We feel that this modest program, i full use of the technical 
assistance component which is included, will not only give these 
people a start, but would also give them the incentive to cooperate 
more with us, and would help overcome the feeling of neutralism which 
unfortunately has tended to exist. 

With your permission, Mr. Chairman, I will either hold myself sub- 
ject to questioning, or we can have Mr. Horace Holmes testify more 
in detail about the agricultural extension work. 

Chairman Ricuarps. I suggest we call Mr. Holmes. 


STATEMENT OF HORACE HOLMES, AGRICULTURALIST FOR THE 
DEPARTMENT OF STATE AND DEPARTMENT OF AGRICULTURE 


Chairman Ricuarps. Mr. Holmes, what is your position? 

Mr. Hotmes. Mr. Chairman, I am chief agriculturalist under the 
point 4 program in India, and also on loan to the Government of 
India as extension adviser to that Government. 

Chairman Ricuarps. Do you act in any other capacity, such as 
coordination activities, or cooperation activities? 

Mr. Hotmes. Yes, sir. There are quite a number of efforts being 
made through the FAO, and there is a developing program now of 
technical assistance being offered by the Danes that we are trying to 
tie together the various efforts in, all aimed at trying to help India 
help herself. 

Chairman Ricuarps. Are you employed by the State Department 
or ECA? 

Mr. Homes. I am employed by the State Department and bor- 
rowed from Agriculture. 

Chairman Ricuarps. And you are under the point 4 program? 

Mr. Hotmes. Yes, sir. TCA. 

Chairman Ricuarps. Is there any comparable function of the ECA, 
as such, in your field there? 

Mr. Houtmes. There is one man there now whose main function is 
to observe and report deliveries under the food grain loan program. 
He has more or less done some exploratory work. He has arrived just 
recently. There is no ECA program in India as yet. 

Chairman RicHarps. How long have you been in India? 

Mr. Hotes. Three years—a little over 3 years. 

Chairman Ricuarps. What I was trying to get at is whether you 
had any other duties in addition to your agricultural duties? I mean, 
such as the matter of cooperation and coordinating the program. 
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Mr. Houmes. We are working on agriculture. As such, we are 
trying to use every available source of help we can and coordinate 
that into this agricultural program. Our primary function is 
agriculture. 

Chairman Ricwarps. Mr. Vorys. 

Mr. Vorys. You could not have been with point 4 for 3 years. 

Mr. Houmes. No, sir. 

Mr. Vorys. Were you under the Department of Agriculture? 

Mr. Houmes. No, sir. I was employed by the Indians themselves 
first. 

Chairman Ricuarps. And you have been under point 4 from the 
inauguration of the program? 

Mr. Homes. Yes, sir. Since the earlier part of September— 
September 9, I believe it is—of last year. 

Chairman RicHarps. The Department of State borrowed you 
from Agriculture? 

Mr. Houtmes. Yes, sir. 

Chairman Ricuarps. Go ahead, sir. 

Mr. Vorys. India borrowed him from Agriculture. 

Chairman Ricuarps. I thought when he finished his duties with 
India his status reverted back to Agriculture. 

Mr. Houmes. It did. 

Chairman Ricuarps. And State got you from there? 

Mr. Hotes. Yes, sir. You see, I went to India first as a private 
individual paid by the Indians themselves. I was there under a 
2-year contract, which I completed in April of last year. Then I 
came back to the States and went back into Agriculture, where 
I originally came from, and was borrowed from Agriculture by State, 
that 1s, by TCA. ’ 

Chairman Ricwarps. When you went first to India to work for 
the Indian Government, were you in Agriculture then? 

Mr. Hotmes. Not at that time, but I had been. 

Chairman Ricuarps. But you have been since then? 

Mr. Houmes. Yes, sir. 

Chairman Ricuarps. Are there any other questions about this 
background? 

Mr. Smirx. Did you work under Mr. Dodd in the Department of 
Agriculture? 

Mr. Hotmes. Under whom? 

Mr. Smirx. Who is the man in charge of FAO? 

Mr. Hotes. That is Mr. Dodd. When I came back to the States 
in the spring of last year they asked me to do an extension bulletin 
for them. I thought this work should be done because I thought it 
was part of an over-all program that should be done. 

I do act now as a consultant to them in that part of the world. 

Chairman Ricnarps. Go ahead, sir. 

Mr. Houimes. I have not prepared a statement, but I would like 
to tell you just a few simple things we have been doing that we think 
are important. It holds some hope where so many people feel that 
there is not too much hope. I wil adie it very brief, Mr. Chairman. 

India is such a huge country and with such complex problems that 
at first we are inclined to think that the whole thing is hopeless, but 
it is not at all. Our efforts have been to try to get into some specific 
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areas and get down to a specific problem and concentrate on that, so 
as to find a place or way in which we can do something, and then 
spread it horizontally. Otherwise we get so involved that we do not 
know where we are. 

It is on this basis that we have been working up in the northern end 
of India. We have done work now in the United Provinces. We have 
three areas we are working in now, each about 100 square miles. 

Our approach has been to find somebody who wants to do some- 
thing, and then find out something they can do with what they have. 
Frequently we have to search a good bit to find simple things that 
will give results, but we have been able to do so, and I will give you 
one example. 

In the northern part of India, the whole Ganges Basin slopes east- 
ward about 1 foot to the mile. It is a huge, flat area of silt and fine 
sandy-loam soil. Wheat is produced in the western end of the 
Province and rice in the eastern end. There is a map here which 
will make it a little easier to explain. 

In this area, the vield of wheat has been about 11 to 13 bushels. 
The farms are very small. The methods they are using are just 
about the same as they were 2,000 vears ago. The farmers have 
made very little change. The first thing they need is hope. They 
need to see something can be done, and that is where we have started. 

In the first instance, they had all kinds of ideas, but centering in 
a small area like this we tried to find something they wanted to do 
that could be done with what they had. It is on this basis that we 
came in and got some better seed wheat and also changed their plows 
a bit. 

For example, in the southern part of the United States it requires 
about 3% days to grow and harvest an acre of wheat. Under the 
methods the Indian farmers have used out there, which has been going on 
for centuries, it requires 69 days to grow and harvest an acre of 
wheat, and their yield is much less than the yield we get here in our 
so-called backward southern mountain countries. 

So we take the position that the only way those people can have 
more is to help them produce more. You just cannot divide it any 
other way and come out with an answer. 

We found that by demonstrating and training a group of men to 
work with the farmers on their own farms, that when farmers once 
see that a new practice is useful they would adopt it. As a result of 
the simple practices used our yields of wheat increased by 67 percent 
on the demonstrations. In addition to improved seed, improved 
plowing, and the growing of legume crops, the farmers began using 
straw, cow dung, waste, scrap, trash, and anything they could get 
to make compost, which was spread on their fields. This past year 
we doubled the wheat yield on those demonstration areas. 

I do not think the yields of India can be doubled quickly, but I do 
think judging from our experience in these areas, that we can help them 
do a great deal. 

We had one man this year who harvested 63 bushels of wheat per 
acre, Which is good wheat. That sort of thing has given them quite 
an incentive to try to do something more. ! 

The average yield of potatoes was about 113 bushels. Their seed 
was poor and diseased. In addition, the farmers did not know how 
to use legumes in rotation and to plow the legumes under in order to 
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increase their crop yields. By demonstrating these simple things, 
the yield of potatoes has been more than doubled. One man this 
year struck a new high by harvesting 725 bushels of potatoes per acre. 

The total increased amount of food we have been able to achieve 
in these small areas, while it is important to those areas, is lost in the 
magnitude of the whole food problem. It does show, however, that 
there is a way that India can feed herself. 

We are working now on about one twenty-five hundredths of the 
country. We realize that this is small, but we have had to bite off 
small enough areas so that we could work with them and get some- 
thing done. 

As a result of the work we have been doing, Madras—the little state 
of Mysore and Madhya Pradesh, Bombay, Punjab, the United Prov- 
inces—and Bihar, have all requested technical assistance from us. 

What we are trying to do is go to each of these areas where the 
problem is somewhat similar and set up one or two or three projects, 
and try to find out what we can do to help them to do better, and 
then train their people and expand it. 

That, Mr. Chairman, illustrates what we have been working on, 
and those are the methods we are using. We have found the Indian 
farmer is just like the farmer, anywhere else. He is skeptical. He 
is not going to listen to somebody talk, but he will certainly follow 
if you show him something that helps him. 

In that I think we are very fortunate, because otherwise they 
would have a lot of trouble. We are fortunate because we must 
prove our technique. 

Chairman Richarps. Have you finished your statement? 

Mr. Houtmes. Yes, sir. 

Chairman Ricuarps. How much does one of these small projects 
cost the United States, would you say? 

Mr. Houtmes. So far we have only put in technical assistance. This 
means the salary of the American workers. Most of the cost has been 
borne by India. 

Mr. Herter. How big an area is that? 

Mr. Houmes. Usually 100 square miles. 

Mr. Herrer. Actually, how many pilot farms are you working on 
now? 

Mr. Hotes. We are shooting at 18 pilot areas of 100 square miles 
each as our next group, but we have got to cover India pretty well 
with these demonstrations, just as we have done with extension work 
in this country. 

Mr. Herrer. Can you get it down to a per-acre cost in new aid 
or technical supervision, and so on? I think that is what you were 
getting at. 

Mr. Homes. This is total cost I am talking about, in India and 
otherwise. I would have to figure on getting it to that sort of a 
figure. Generally, though, a village will run about 500 acres, and that 
is about 150 families. You will have about 3 acres per family. 

Chairman Ricnarps. Can you make us up a statement that will 
show the cost of these projects in area and so forth, to the American 
taxpayer? That is what Iwas trying to get at, because as I understood 
it, in the program you are working under, the know-how is provided 
by the United States, and T did not know whether there was any 
additional cost in addition to scientific instruction. 
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Mr. Homes. So far we have provided only some technical know- 
how. We are stuck in that many of the States cannot go ahead be- 
cause they cannot finance it, but I would be delighted to get up a 
statement. 

Chairman Ricuarps. In this program do you furnish any aid? 

Mr. Hotes. No, sir. 

Chairman Ricuarps. Do you furnish any agricultural equipment 
for ploughing? 

Mr. Hotmss. So far we have not. We need some, but we have 
not had anything to work with so far. 

Chairman Ricuarps. To put on a real demonstration project you 
would need some equipment. 

Mr. Houtmes. We need some equipment, and seed, and we cer- 
tainly need to train some people. e have to train 60,000 men. 

Chairman Ricuarps. You said two of these States invited you to 
come in and participate in the organization. They did not do that 
at first, did they? 

Mr. Houtmes. No, sir. 

Chairman Ricwarps. But they have seen what you were doing? 

Mr. Hotmgs. Yes, sir; we have had nine States that asked us to 
come in. ; 

Chairman Ricwarps. Iewould like to know what the agricultural 
program that you have done there has cost over-all, and the cost of 
these projects, if you will put that in the record. 

Mr. Vorys. Instead of putting it in the record later, I believe it 
is available in the room now. 

Mr. McGuer. We have the breakdown on the proposed program. 
Mr. Holmes has been talking about the program in the past as he said 
they have not been able to do what they wanted to do in the past. 

Chairman Ricuarps. You could not tell what the future program 
is going to cost? I do not think they can tell unless they have figures 
on the past project. 

Mr. McGuesr. We have the figure, Mr. Chairman, that it would cost 
some $2,690,000 for supplies and some $200,000 for trainees and 
technicians. 

Mr. Vorys. But I am sure the chairman’s question is what did his 
project cost in dollars? 

Mr. McGuer. Under the point 4 program? 

Mr. Vorys. Yes. 

Mr. McGuer. We have that figure. 

Mr. Lorrus. The cost thus far is Mr. Holmes’ salary only. 

Mr. Herter. May I get one point straight in my mind. You 
spoke of the improvement shown in these experimental areas through 
better wheat seed and seed potatoes. Where did that come from, and 
who got it? 

Mr. Hotmes. We searched out something they have and did a good 
bit of experimental work. We tried to find something that is accli- 
matized and to increase it and demonstrate it. 

Chairman Ricnarps. You talked about potatces where the seed 
has gotten down to the point where it would not make anything. You 
have to get the seed from somewhere. Now, where did you get that? 

Mr. Hotmes. From the experimental stations in India. 

Chairman Ricwarps. In India itself? 

Mr. Homes. Yes. 
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Chairman Ricnarps. You sold them on the idea that they have to 
have better seed and their own country has not been able to sell them 
on it? 

Mr. Homes. That is right. We got the seed from the town of 
Putnar in Bihar, where there is a good potato growing section. We 
got the agricultural people there to select some disease-free seed and 
we planted it and arranged to save the seed and multiply it in that 


way. 

ee Ricuarps. Mr. McGhee, you are talking about a 
$2,000,000 figure. Is that over-all? 

Mr. McGuee. No, sir. It is only part of the total program for 
India. The projected cost for this agricultural extension program we 
propose for next year is $13,700,000. That sum will finance an expan- 
sion of what Mr. Holmes is trying to do. 

Chairman Ricuarps. For all India? 

Mr. McGueeg. Yes, sir. It will not cover all of the half-millior 
villages in India, but will spread this effort. 

Chairman Ricuarps. On the program you have along this line you 
estimate that it will take $2,000,000-plus next year? 

Mr. McGues. That is correct. $3,700,000. 

Mrs. Botton. Where would you get the people to do it? 

Mr. McGuer. It will take 50 technicians, we estimate, and they 
will be recruited in this country. In addition, some 40 trainees would 
come here. That would cost totally $800,000. 

The actual supplies and equipment involved, including transporta- 
tion, would cost us $2,900,000. This figure includes $860,000 for 
jeeps, parts, and supplies; steel for plows, $1,000,000, which is the 
program Mr. Vorys referred to earlier; fertilizer, $600,000; insecticides, 
$300,000; and other supplies, $200,000. 

This would enable Mr. Holmes to expand greatly the program he 
has been doing on a very limited scale last year under point 4. 

Chairman Ricuarps. What do you think about putting all this 
program which you are doing now under one administrator, like ECA, 
and let it go at that, or under some other administrator, or something 
like a central agency? 

Mr. Hotmes. I fh not know that I am competent. However, it 
would seem we need some coordination. Whether or not that is the 
way to do it I would not be competent to answer. 

However, we are struggling along and feeling our way, and we are 
playing the thing by ear. That is why our programs have been so 
ul hiaaees we have got to find out where we stand. We feel we 
are ready to move on forward because the Indians are ready to go 
along with us, and we found out a lot of things we did not know, too. 

Chairman Ricuarps. It would appear to me that is the best argu- 
ment for some kind of central authority doing the thing, because 
there are a lot of people who feel in different ways, and go in a lot of 
different directions, and end up nowhere, or else end up in conflict. 

Of course, you are not passing on that policy? 

Mr. Hoimgs. No, sir. 

Chairman Ricuarps. Are there any further questions? 

Mr. Smiru. I have some after Mr. Vorys gets through. Are we 
under the 5-minute rule? 

Mr. Vorys. The 5-minute rule. 
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Chairman Ricuarps. All right, I will do that. It is the first time 


I heard you volunteer on that. That is good. 

Mr. Vorys. There are certain reasons why others have suggested it 

Chairman Ricuarps. Mr. Vorys. 

Mr. Vorys. What was the budget for the point 4 work in India 
last year? 

Mr. Lorrvus. $71,000. 

Mr. Vorys. $71,000? 

Mr, Lorrus. Yes. 

Mr. Vorys. That was a lot more than Mr. Holmes’ salary then? 

Mr. Lorrus. Yes. Here is the breakdown of it for insertion in the 
record. 

(The material has been submitted for inclusion in the executive 
session record. ) 

Mr. Vorys. Did you have a Government jeep? 

Mr. Hotmes We got a used jeep about a month ago and we just put 
a new engine in. We got our drst United States Government vehicle 
2 months ago. 

Mr. Vorys. So you did all this that you told us about without a 
Government jeep? 

Mr. Hotmes. The Indians furnished us vehicles. 

Mr. Vorys. Yes, but we did not? 

Mr. Hotmes. No. 

Mr. Vorys. How many American technicians did you have under 
you? 

Mr. Hotes. During this past year we have had two in addition to 
myself. However, two have just arrived. Weare just getting started 
now. 

Mr. Vorys. How many native technicians have you? 

Mr. Hotmes. Oh, we have probably 300. 

Mr. Vorys. Three hundred? 

Mr. Hotmes. Yes, sir, about 300. 

Mr. Vorys. Have you trained 300 in a year? 

Mr. Hotmes. This training has been going on now for a period of 
3 vears. 

Mr. Vorys. Is it something you started under the Indian Govern- 
ment? 

Mr. Homes. Yes, sir. We are just continuing building right on 
the same thing. 

Mr. Vorys. Let me ask you this: You were there for 2 years under 
the Indian Government? 

Mr. Howmgss. Yes, sir. 

Mr. Vorys. Then did you come home, or did you simply go on to 
the point 4 payroll? 

Mr. Homes. I came home for 6 months and went back, but we 
carried right on with work that we had started. 

Mr. Vorys. How did you happen to come home? Did the Indian 
Government release you? 

Mr. Hotmes. No, sir. My contract was up. 

Mr. Vorys. And they did not renew, or you did not want to renew 
it? 

Mr. Homes. I did not want to renew it. 

Mr. Vorys. Could you tell us why? 

Mr. Houmes. Yes, sir. I could not afford to renew it. 
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Mr. Vorys. They did not pay you enough, you mean? 

Mr. Hotmes. Yes; they paid me, but there are many items of 
expense that were not covered. I felt that I had fulfilled my agree- 
ment and the fact that they wanted me to stay was some satisfaction, 
but I did not feel that I could. 

Mr. Vorys. Then you went out again. You understand I am inter- 
regating you, but we all think vou are the answer to a prayer and you 
are the fellow we wanted to talk to, and a very worth-while witness. 

Mr. Hotes. Do not hesitate, and I will be glad to answer you. 

Mr. Vorys. Are those 300 technicians at work now? 

Mr. Ho.mes. Yes, sir. 

Mr. Vorys. And they know about this? They are highly localized, 
though, are they not? 

Mr. Hotmes. Most of them are country Indian boys that we have 
gotten from the villages and trained. Some of them are men we have 
gotten from the various agricultural departments and have trained. 

Now, we train the trainers and get men to train the other men 
right in the field on the job. They are not well trained, but they are 
trained well enough to do a lot of the very important things we need 
to do, and they are continuing the work. 

Mr. Vorys. We have been told by some of your friends from India, 
Mr. Miller for one, that there are just hundreds of agricultural college 
graduates in India, but their idea is that they want a desk and an 
office to sit in, and one vast problem is to get these fellows who know 
their stuff out in the field. 

Is there anything to that? 

Mr. Hoimes. There is a great deal to that, sir. 

Chairman Ricuarps. Will the gentleman yield? 

Mr. Vorys. Yes. 

Chairman Ricuarps. Do they lose face if they go out and work? 

Mr. Houmes. The whole idea in the East is quite different from that 
which we have. There is too much of education for the sake of edu- 
cation. It is not the people’s fault, but the whole culture is different. 
We have to break away from the idea that educated people do not 
work, because educated people must work if we are to get anywhere, 
and that is what we are trying to change there. 

Mr. Vorys. Did you work? 

Mr. Houmes. I worked. 

Mr. Vorys. You went into the fields and showed them what to do? 

Mr. Hotmes. Our system is any job that is too dirty for me is too 
dirty for them. I think that is the way we have got to do it. 

Mr. Vorys. What is the attitude of the Indian Government, the 
Department of Agriculture, toward your work? 

Mr. Hotmes. Oh, they are very cordial; very cooperative. 

Mr. Vorys. I have been told that the Department of Agriculture 
thought it was wonderful and hoped they could get it across the 
country. Is that true? 

Mr. Houtmes. I do not know whether they thought it was wonder- 
ful, but they are cordial and our relations are most pleasant. Mr. 
Nehru appreciates it also. I was in his office just a few weeks ago 
and he has been most cooperative. 

Mr. Vorys. This same sort of thing, though, has been going on—— 

Chairman Ricuarps. This rule that you called up is in operation, 
Mr. Vorys. You have had 5 minutes. 
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Mr. Carnahan. 

Mr. Carnawan. I do not have any particular questions, Mr. 
Holmes, but I just want to say that the account you have given us 
of what you have done is to me an excellent example of what is being 
done, and what can be done under point 4. I think it backs the policy 
that the point 4 program should not be taken over as a military 
program at the present time. 

That is all, Mr. Chairman. 

Chairman Ricuarps. Mr. Smith. 

Mr. Suirx. Mr. Holmes, Mr. Vorys intimated that your fame has 
preceded you. We had a very interesting session one afternoon 
with Mr. Miller, and one other gentleman, who showed us the type of 
plows you were using over there. We became greatly interested in 

the kind of plow you had developed. I think you had developed it. 

Mr. Ho.tmes. No. We did not develop it. We found it. 

Mr. Smiru. You found it? 

Mr. Homes. Yes. 

Mr. Sirs. It was a kind of plow that was pulled by an animal, 
was it not? 

Mr. Houmes. A bullock. Yes, sir. 

Mr. Srru. Is there any place in India for tractors? . 

Mr. Houmes. Yes, sir. They have quite a lot of jungle land. 
They have a lot of land that needs to be reclaimed, and they do need 
heavy power for that. They cannot do it with their bullocks. The 
bulk of their small farms, though, are bullock operated, and will 
probably have to continue to be. They do need power for their 
reclamation and jungle clearance, and that sort of thing. 

Mr. Situ. To furnish food for the people the bullock-operated 
plow, as you call it, is the pne that is greatly needed. Is that right? 

Mr. Houmes. They need both, but they need more of the bullock 
= They will be on a bullock economy for a good while yet, I 
t ‘ 

Mr. Smiru. Have you seen the breakdown on the figures for plows 
and agricultural machinery in this program? 

Mr. Homes. I am not sure I have. I just got in and I am not too 
familiar with it. 

Mr. Smirx. You have not conferred with the men in the Depart- 
ment? 

Mr. Houimes. I have seen some of those figures, but I am not sure [ 
know just what you mean. 

Mr. Lorrus. May I speak to that? 

Mr. Smitu. Yes. 

Mr. Lorrus. Plows as such are not in this agricultural program, but 
there is steel for use in this Allahabad Institute that we visualize would 
be part of Mr. Holmes’ operation. The idea of importing steel for the 
plows was developed with Mr. Holmes in India back in January of 
this year. 

Mr. Smirx. How much steel have you allocated? 

Mr. Lorrus. 10,000 tons. ; 

Mr. Smiru. How many plows will that turn out? 

Mr. Vorys. Sixteen pounds to a plow, is it not? 

Mr. Lorrus. Yes. That would be 1,250,000 plows. 

Mr. Smiru. At a cost of how much per plow? 

Mr. Hotmes. Those plows would be made for about $1.75 each. 
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I would like to make just a point there, if I might. This plow 
hustiness is one of a series or a sort of chain of things that are required. 
With the plows themselves we could get from three to five times the 
efficiency of the manpower and bullock power, just by changing their 
little simple implements. That itself is not too much, because at some 
seasons of the year the people do not have much to do and it does not 
do much good to save time then, if they do not have anything else to 
do, but it does make it possible to fit their land earlier in order to get 
legume crops growing on that land which can be turned under in time 
to grow their principal crops. This is the way we are using the plow 
to build up those yields. ' 

We feel there are just little simple things that the people use there, 
and are accustomed to, that we have to take into account. For 
example, something that makes perfectly good sense to us here may 
not be acceptable. It has to be adapted. 

As an example, they plow by riding on their plow. They have 
done that for centuries. As a result, we had the plow there that they 
rode on, and the back tooth went in the soil so deeply that the 
bullocks could not pull it 

They said, ‘This plow is not suitable. It is too heavy.”’ 

We kept raising the back tooth up higher and higher until it worked. 
It is easier for us to adjust the plow than it is to change the man. So 
we raised the tooth so high that they cannot stick it in the ground so 
far, and they have finally taken it and liked it, and they are greatly 
used. 

In that same connection, we have to take into account their way of 
thinking in order to make it acceptable there. We have a lot of 
damage to food, for example, from mil gais, or antelopes that they 
have out there. They are called blue cows. ‘‘mil” is blue and “gai’’ 
iscow. To those of us from the west we would never think of a solu- 
tion like this, but one of our Indian workers did. We were talking 
about it, and somebody commented that it looked more like a horse 
than a cow. He said, ‘That is it—a little blue horse.’’ So they 
changed the name to blue horse. They got the name changed in the 
legislation, and now you can shoot the blue horse. You would never 
be able to shoot the “‘blue cow.” 

Chairman Ricuarps. The gentleman’s time has expired. 

Mr. Battle. 

Mr. Barrie. No questions. 

Chairman Ricwarps. Mr. Merrow. 

Mr. Merrow. No questions at this time, Mr. Chairman. 

Chairman Ricuarps. Mr. Herter. 

Mr. Herter. I would like to hear some more of this. 

Mr. Smiru. I think it is the best we have had. 

Mr. Herter. | think the details are very important. It is as 
interesting a demonstration as anything we have had before us, as 
to what you can do there. 

Chairman Ricnarps. Well, you gentlemen have 15 minutes down 
there. Would you like him to go ahead for 15 minutes? 

Mr. Herter. I would be delighted to have Mr. Holmes go right 
ahead. 

Chairman Ricnarps. Would that be satisfactory to you, Mr. 
Zablocki, or did you want to ask some other questions? 

Mr. Zasiock. I will wait with my questions. 
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Chairman Ricuarps. How about you, Mr. Lanham? 

Mr. Lanuam. I would like to know one thing. If India was doing 
this work and paying Mr. Holmes and wanted to carry on, why 
should we pay for it and send Mr. Holmes back over there if "India 
was willing and able to do it herself? I cannot see that. 

Chairman Ricuarps. Maybe Mr. Holmes can answer that. 

Mr. Hotmes. I would like to comment on that, if I might. I went 
out there—it is a long story, so I will not go into that, but at any rate 
they had the idea that they would like to find out something about this 
Ameriean extension service, and they wanted to see what could be 
done. Well, the idea is, as is all too frequently the case in the East, 
that we are going to make a big plan and do everything at once. Well, 
you cannot do it that way. So we got the idea across, let us take a 
little area here and there and find out what we can do, and test it and 
prove it. Then we can use that as a pilot project or as something to 
guide you in your future planning and development in trying to meet 
this terrific food problem. 

Chairman Ricwarps. I do not want to interrupt, but is the point 
you are making that as long as you are employed by India you had to 
do it more or less the Indian way, but if vou came from the United 
States with these ideas, they would receive it? 

Mr. Hotmes. No, sir. They will receive it in any case, if it is 
sound, but the point I am making is that this Indian program we 
started was one of trying to search out a method of doing it. We 
searched out a method and it worked satisfactorily in one area. We 
are searching out similar methods in all these different areas because 
the crops and soil are different in each. 

Mr. Lanuam. That does not answer the question I asked at all. 
India was paying for this program. Why should generous Uncle Sam 
just take it over ‘and spend United States dollars when India ean do it 
herself? They wanted you to stay. 

Mr. McGuer. May I respond to that, Mr. Chairman? 

Chairman Ricuarps. Yes, sir. 

Mr. McGuer. Mr. Holmes has just come back from India and 
may not be fully aware of some of this background. 

The real point, I believe, Mr. Lanham, is that this work which 
Mr. Holmes did was so successful that we would like to capitalize on 
the techniques that he has worked out and help the Indians apply i 
on a much larger scale than they could do themselves. 

Nir. Holmes stated, for example, that the conditions of employment 
with the Indians were not attractive to him. The Indians could not 
get Mr. Holmes to stay. If this program which we propose is 
acceptable the ECA can. The ECA will send Mr. Holmes back, as 
they plan to do, and let him run this program. He can take the 
techniques he has learned in this pilot operation on a very small scale, 
and apply it widely in India, so it will have a real impact on the 
Indian economy. If Indian food production can be increased enough, 
they will not have to import so much. They will not have to ask us 
as they did this last year to help them out. 

The sum of $3,500,000 which is proposed for this program can, we 
feel, be used as a lever to amplify food production many times. 
This is the one most effective way in which we believe. we can help 
India with a very modest expenditure. 
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Mr. Lannam. But he says it is so slow and he can affect such a 
small part of India that production cannot be doubled in the foresee- 
able future. I understood we sent aid to India because they had a 
crop failure, and not because normally they did not produce enough 
to take care of their needs. 

Mr. McGuee. That is correct, but normally they do need to import 
2,000,000 tons which, of course, costs them approximately $190,000,000 
in foreign exchange. This is one of the reasons why they have not 
had the funds to devote to their own development. 

Mr. Hoitmes. | would like to add a little comment to that, if I 
might. 1 was coming to the point, but | was coming to it too slowly, 
I think. It was that in this early stage we were limited, and limited 
by our techniques, as well as the Indians were limited by their ability. 
First, of course, their seed was not correct to begin with and, secondly, 
their funds were limited, so we had to operate in a smaller way. For 
instance, we had a terrific time during this period just getting enough 
food to feed the men we were training. We have gone about as far as 
we can go without some—in other words, we cannot expand this sort 
of thing into these other states and gradually build it to the point 
where it would have a real effect over the whole economy without 
some backing somehow. We have gone about as far as we can go 
under our own steam. 

Mr. Vorys. Do you know the Indian language? 

Mr. Houtmes. | can understand a little of it, but I cannot speak it. 
There are so many different languages there, though, that if you speak 
one and you move 30 or 40 miles away, you have another language 
again. We found, however, you do not have to speak a language to 
a people. If your heart is right and they know it, you can understand 
each other. 

Mr. Vorys. If you are showing them and not telling them you do 
not have to talk much. 

Mr. Hotmes. You do not have to do so much talking. 

Is there any other phase you would like me to talk about? 

Chairman Ricuarps. Mr. Zablocki. 

Mr. Zasuiocki. It was very interesting having Mr. Holmes relate 
his experiences, particularly the relation of the instance a legislative 
technicality permitted the Indians to shoot cows by renaming them 
blue horses instead of blue cows. 

During the hearings on the aid to India bill charges were made as to 
the enormous consumption of food grains by the sacred monkeys and 
cows. I wonder if Mr. Holmes would care to comment on the amount 
of grain consumption of animals due to the Indian practice? 

Mr. Hotmes. There have been a number of estimates made as to 
the amount of damage by the monkeys and cows. The cows do not 
consume much grain. They do not get it. They do consume a 
great deal of the grass, and even the leaves from the trees, which cuts 
down on.the organic matter, and they are a very serious problem. 

The monkeys, however, do consume a great deal of grain, and they 
can ruin a field in a very short time. It has been estimated that they 
destroy—and they destroy more than they eat—about 10 cents per 
day per monkey. Nobody knows how many monkeys there are. 
The only thing we do know is there are far too many. 

In many places the monkey population is about equal to the human 
population. 





1016 THE MUTUAL SECURITY PROGRAM 


Chairman Ricuarps. Do they multiply as fast? 

Mr. Houtmers. Yes, sir. Like, well—yes, they do, sir. 

Mr. Zanuocki. To what extent do the monkeys contribute to the 
scarcity of grain? 

Mr. Hotmers. We do not know, of course, but it is quite a consider- 
able extent. Now, we are making some progress on that. It is a 
very delicate thing. It is something you just cannot walk in on and 
say, “Let us get rid of them.’’ Monkey catchers have been used to 
catch the monkeys. They are.paid by the villages. They take them 
over and turn them loose at another village. 

Mr. Zastockr. Mr. Chairman, I can certainly sympathize with the 
gentleman. As much as we hate starlings here, some Members of 
Congress do not want them to be exterminated in Washington. It 
is a problem when people have certain attachments to the destructive 
animals. 

Mr. Houmes. This thing has a religious significance. 

Mrs. Botton. How is it religious? 

Mr. Hotes. If we go back to our ancient culture here, we have a 
number of things in the Christian group that many people say helped 
them. For instance, Moses struck the rock and the water poured 
forth, or the children of Israel were led through the Red Sea. They 
have the same things in their culture that some of them take literally 
and others say was a figurative expression of the thing at that time. 

The thing they hold on to is that back in their early growth and 
development one of their great leaders, Rama, had a very beautiful 
wife by the name of Sita, who was captured and taken down to Ceylon. 
She was*taken to the little island of Ceylon. Rama went to the 
forest to meditate, and while he was there he was approached by 
“the king of the monkey tribe, who offered to help him. So he 
and the monkeys came all the way across India from the northern 
part, almost in the Punjab, which is where they started, and came 
down to the Palk Strait, which is a little strip of water which separates 
Ceylon from the mainland. Rama could not get across, so the 
monkeys formed a bridge across there, and he rode his horse over, 
and they helped him capture his bride. For that they have a reverence 
for the monkeys. 

You can call it absurd, if you want to, but it is very deep. 

On the cow business we have made some progress. They are 
sacred for another reason that you have to go back some time for. 

In their early history, according to some of my Hindu scholar 
friends, these people were nomadic people. They were a pastoral 
group and were eating up all of their animals without any thought for 
the food. So their civil law was so weak that the only way they could 
get any real enforcement was to put it into their religion. So they 
said, “Why do you eat the meat of man that furnishes milk and is a 
beast of burden?” That was the cow. So they said, ‘““You must not 
eat the cow.” 

Now, putting that into their religion was really a measure of eco- 
nomics, but it was put into their religion because they had no other 
way to enforce it. The thing hung on and on, and now it would be 
so much better if somebody would eat some of them, but we do not 
do it. 

We have made some progress in this cow and monkey problem in 
that we are getting now to the place where we can protect the cows 
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that are worth protecting from some of these diseases, and let nature 
herself help thin them out. 

In regard to the monkey problem, there have been some little 
items of progress made. For example, in one state they will not issue 
a gun license, or would not, until the holder of the expiring gun license 
would bring in five monkey tails. Well, that stirred up quite a furor, 
but it does indicate that they are making a change. 

The monkey catchers would go out and catch the monkeys and 
turn them loose. Other methods are being resorted to now. Some 
of the Brahman—the highest caste of the Hindus, who have to take 
the lead—are watching the monkey catchers now and make them 
go down to the river and hold the monkeys under the water long 
enough to make them harmless. 

Chairman Ricuarps. They could cut off the monkey tails and let 
them go, could they not? 

Mr. Hoximes. Yes. 

Chairman Ricuarps. Has this program the United States put on 
there, increased our standing with the Indian people, and has it made 
them more resistant to communism? 

Mr. Hoxtmes. It has helped us a great deal. When I first went 
into India it was 7 months before I was invited to the first staff meet- 
ing of the agricultural workers. There were many people who re- 
sented our being there. Gradually, though, I think the thing has 
changed to this point, that not only are we welcome, but we are taken 
into the family, more or less. 

The first battle that I think we have to win out there is the battle 
of hope. These people have to see some hope on the horizon of some- 
thing better for themselves and their children. In these early starts 
I think the hope is the most concrete thing that we have been able to 
achieve. If we can follow up on that hope and help them to achieve 
these things in such a way that they can keep their self-respect and 
we keep their friendship, then the job can be done. 

Chairman Ricuarps. Are there any other questions? 

(No response. ) 

Chairman Richarps. Mr. Holmes, we thank you very much. 

Where were you educated? Down South somewhere. 

Mr. Hotmes. Tennessee and Cornell. I took my undergraduate 
work at Tennessee. 

Chairman Ricuarps. You are from Tennessee and educated at 
Cornell? 

Mr. Hoimes. I took my graduate work at Cornell. 

Mr. Smrrx. That is near North Carolina. 

Mr. Houmes. I was for 2 years on the faculty at North Carolina. 

Mr. Smirx. At North Carolina? 

Mr. Houtmes. Yes. 

Mr. Smira. The chairman will be very glad to hear that. 

Chairman Ricuarps. I am from South Carolina, but it is just across 
the line. 

Mr. Vorys. On this language difficulty, are there enough English 
speaking natives scattered around so that you can get hold of some- 
body to start the thing off? 

Mr. Houtmes. Language is no barrier. All of the educated groups 
speak English, and many of them speak English much better than I do. 

Mr. Vorys. With an English accent. 
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Mr. Houtmes. Yes. With a very definite English accent. But 
language is not much of a problem at all. I do not use an interpreter 
because it puts you too much at the mercy of one person. We do 
not have any trouble with language. 

Dr. Bennett, I understand, is going to appear before this committee, 
and on a number of these points that I could not answer because of 
my limited field I would like for you to refer those to Dr. Bennett, 
who I am sure can help you. 

Mrs. Bouron. Mr. Chairman, I have not been allowed to open my 
mouth. 

Chairman Ricuarps. Oh, I am sorry. You walked out on us. 
Mrs. Bolton. 

Mrs. Bourton. It seems to me, Mr. Holmes, you have given us 
something that Mr. Herter was expressing in his way, which is exceed- 
ingly important for us to have. It is the whole human element— 
the human side of everything this country wants to do in the world. 
You people in Agriculture are particularly fortunate because you were 
able to work with the people at their level, in the earth. We had the 
same sense of what is possible when Mr. Haggerty spoke to us, who 
had been all over Yugoslavia working with the people. 

For myself I do want to thank you most deeply for reminding us, 
though you were not doing it intentionally, probably, that this whole 
program is a program of humanity and one of deeper understanding 
of one country for another. 

Mr. Hotmes. Thank vou. It is a pleasure to be here. 

Chairman Ricnarps. Thank you, Mr. Holmes. 

Mr. Zasuocki. Off the record. 

(Discussion off the record.) 

Mr. Vorys. On this cow business, they do milk the cows, do they 
not? 

Mr. Houmes. Yes. 

Mr. Vorys. So there is some economic value to the sacred cows? 

Mr. Hoimes. Yes, and there is a great need to improve the cows. 

For example, you will be interested in an experiment going on now 
by one of our good Hindu friends who, if this experiment succeeds, 
I think will begin to open up a new thing. This man has, I believe, 
9 acres of land. He has 27 cows, and he does not get enough milk 
to feed his three children. So we have asked him now as a leader in 
his community to undertake this experiment, which he has done. 

He is growing Egyptian clover that he cuts to feed one cow. Since 
he is not feeding the others anyway, we are going to let them roam at 
large. So he is tying up that one cow and is keeping it in the field. 
He is trying to determine whether or not he can get any more milk 
from the one cow that he cares for than he can from this whole herd 
that he does not take care of. We know he can. 

When he is convinced and he convinces his neighbors we will have 
another little nucleus breaking into this cow business. Those are the 
sort of things we are working with. 

It is fascinating. They are lovely people when you get to know 
them. Strange, ves, but so are we; and we must recognize it. 

Mr. Herter. There is a little further clarification needed of the 
question Mr. Lanham wanted answered. I think it has been left a 
little fuzzy and hazy. That is, as to what the Indian Government 
can do for itself, and what contribution we are making on top of that. 
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I think it ought to be clarified a little further, because I think part of 
that question is still unanswered. 

Chairman Ricuarps, It is the question, I think, that you have 
touched on there of a lot of things they could do for themselves, but 
it is getting them to do it. 

Mr. Lanuam. They wanted to employ Mr. Holmes again. That is 
the thing that bothers me. 

Mr. Hotmes. If I may make this point, my own salary in connection 
with this thing is a relatively small matter because it takes a large 
number of their own people. We will never have enough technicians 
to go out and do the job for them. We can feed them and work with 
them, but, for example, the ratio has been about 300 to one. 

Mr. Lananam. They were paying for the whole program, were 
they not? 

Mr. Houmes. Yes. 

Mr. Lanuam. That is the point I am trying to bring out. 

Chairman RicHarps. You want to know why they do not employ 
him to train them, that is, why India itself does not employ him? 

Mr. Lanuam. Mr. Holmes has said he did not want to accept em- 
ployment, but my point is did they employ someone else to do this 
work; or, if they could employ you, then why ean they not, with 
their own resources, continue this work instead of calling on you and, 
by the way, have they asked us to do this? 

Mr. McGuer. | think the question involved here is the scale of 
the program they want to undertake. This last year, for example, 
the Indians had a budgetary deficit indicated, so in their new budget 
in the fiscal year which is already under way they had to cut back 
their development program. 

Mr. Lanuam. How much is that deficit? 

Mr. McGueer. $100,000,000. 

Mr. Lanuam. Ours is $10,000,000,000. 

Mr. McGuer. That is correct, but they have, of course, a limited 
ability to finance a deficit like that. In any event, they felt it nec- 
essary to cut back their development program, and as a consequence 
to cut back, possibly, but certainly to preclude expansion of the type 
of thing Mr. Holmes is describing. 

In the face of that, there is a steady deterioration economically in 
India. They are not even holding even. There is a steady deteri- 
oration in terms of the real standard of living of the people. 

They devised this Colombo plan through which they asked us to 
assist them, and they estimate in addition to the rupees they could 
take from their own resources that they would over a 6-year period 
need this $1,100,000,000, as a balanced development program. We 
are in a sense responding in part to that appeal. 

Mr. Lannam. Did they approach you about that, or did you ap- 
proach them and say, “‘We want to spend some of our money and we 
will do it here’’? 

Mr. McGuer. No, sir. They approached us with the Colombo 
plan, Mr. Lanham. 

Chairman Ricnwarps. I want to ask you this question: When you 
were employed by the Indian Government, how many additional 
agricultural men of the United States were employed as instructors 
at that time? 

Mr. Hotes. None. 
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Chairman Ricnarps. You were the only one? 

Mr. Houmgs. The only agricultural man. 

Chairman Ricuarps. That ought to answer your question to some 
extent, Mr. Lanham. 

Mr. McGues. There is proposed in this total program some 400 
technicians to go out. It will be greatly amplified. 

Mr. Herter. Do you visualize a termination date on this program 
from the point of view of what you can effectively do in building up 
an agricultural extension service within India, so that eventually 
they can carry on for themselves? 

Mr. Houmes. Oh, very definitely. I think it has to be run that 
way. We have to help them help themselves train their people, so 
that when we withdraw they can go ahead. That is the only sound 
way. 

Mr. Herrer. In your own mind have you a period of years that 
it will take to accomplish that? 

Mr. Houmes. Yes, sir. It will take—back in my own mind I have 
a figure that it will take several years. It will take 10 or 12 or 15 
years to get it going reasonably well. 

Mr. Herrer. From there on they can carry on by themselves? 

Mr. Houtmes. I think they can, because they are smart people. 

Mr. Herrer. Thank you. 

Chairman Ricuarps. Mr. Ribicoff. 

Mr. Risicorr. I was curious as to what your recruitment problem 
will be. Mr. McGhee said we are going to have about 400 agricul- 
tural experts. Are you going to be able to get 400 top-notch men who 
will be able to work with these backward areas? 

Mr. Houmes. I have not done very much recruiting. I am not 
sure that I am too’competent on that. We have found so far some 
excellent men. We have some outstanding men. Whether or not 
we can continue to have that good luck I do not know. 

Mr. McGueer. Mr. Ribicoff, this becomes a world-wide problem as 
we testified to. There are some 800 that are projected for the Middle 
East. All of these 400 are not agricultural technicians, but the large 
percentage are. Perhaps representatives of the ECA can respond to 
the problem. 

Mr. Risicorr. It would seem to me the type of man you would get 
would be the greatest determining factor of the success or failure of 
the program. 

Mr. McGues. Yes, sir. Of course, we will not expect to get men of 
the caliber of Mr. Holmes. However, we have recruited very good 
men, many of them from our agricultural colleges, who have gone out 
to assist the underdeveloped countries. 

This number of agriculturalists is not large in comparison with the 
graduates from our colleges each vear and the people employed by the 
Department of Agriculture in extension work. 

Mr. Risicorr. In going out to the colleges and recruiting, is there 
much interest toward this program? 

Mr. McGuer. Yes, sir. For instance, this program in Iran which 
I described to the committee in my last appearance, is backstopped 
by Utah State College. They were under contract to ECA and have 
undertaken to recruit, 1 think, twenty-odd agricultural specialists. 
That college is going to act as the backstop for the program in Iran. 
The head of the program was formerly the president of the college. 
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Chairman Ricnarps. Thank you very much. Thank you, Mr. 
Holmes. 

The committee stands adjourned until 2:30 this afternoon. 

(Whereupon, at 12:20 p. m., the committee adjourned until 2:30 
p. m. the same day) 


AFTERNOON SESSION 


(The committee reconvened at 2:45 p. m., Hon. James P. Richards 
(chairman) presiding.) 

Chairman Ricuarps. The committee will come to order. We are 
in executive session. We have one witness, Mr. William O. Hall, 
Director, Office of International Administration and Conferences, of 
the State Department, who is scheduled to testify. I do not think his 
testimony will take very long. Then we will go into open session on 
some other witnesses we have scheduled. Mr. Hall. 


STATEMENT OF WILLIAM O. HALL, DIRECTOR, OFFICE OF INTER- 
NATIONAL ADMINISTRATION AND CONFERENCES, DEPART- 
MENT OF STATE 


Mr. Hay. Mr. Chairman, I will be very brief. I want to speak to 
section 303 of the draft bill which authorizes a contribution by the 
United States Government to the United Nations Korean Reconstruc- 
tion Agency. 

The amount of new appropriation authorization we are requesting 
is $112,500,000. In addition to that amount, we are requesting that 
$50,000,000 be continued from the unobligated balances of the ECA 
Korean funds, and the agreed value of goods and services made 
available to the agency later on by any department or agency of the 
Government will be part of the $162,500,000; in other words, goods 
turned over by the Army at the conclusion of hostilities which might be 
contributed to the agency will be counted as a part of the United 
States contribution. 

I believe a question was raised as to whether there would be any 
objection by the Department in writing in a proviso establishing an 
absolute limit in value of $162,500,000 to this contribution. We 
would have no objection to that whatsoever. We would be glad to 
prepare the necessary language to do that. ‘That is our intention. 

The United Nations Korean Reconstruction Agency was established 
by resolution of the United Nations General Assembly’on the Ist of 
December 1950 as a result of action by the Economic and Social 
Council and the Assembly on the initiative of the Canadian Govern- 
ment, the United Kingdom Government, and the United States 
Government. 

I will submit a copy of that resolution for the record, if you would 
like to have it. 

Chairman Ricuarps. Is there objection? 

Mr. Herter. I wonder if an interruption would be permitted at this 
point? 

Chairman Ricuarps. Mr. Herter. 

Mr. Herter. Before you get away from the Korean reconstruction 
operation, I understand Mr. Kingsley is the individual who has been 
selected by the United Nations to take charge of that operation. 
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Mr. Hauu. That is correct. 

Mr. Herrer. Where is he going to operate? 

Mr. Hauu. He is in Geneva at the present time. He will spend 
most of his time in Korea or New York City. He is concluding the 
work on the International Refugee Organization, and is running that 
program down at the present time. 

Mr. Herter. Has he been handling the International Refugee 
Organization? 

Mr. Hatu. Yes, sir. 

Mr. Herrer. I understand he has been recruiting for this Korean 
thing already, and doing it in Europe from the old Refugee Organiza- 
tion set-up. I wonder how large a staff that will be. Will it be 
thousands and thousands of people? 

Mr. Hau. No, sir. The number of people would be perhaps not 
more than 200 for the first program. It is difficult to estimate how 
many will be eventually hired. We would not anticipate a large 
staff of administrative people in the organization. The people so 
far recruited have come from four sources. One has been the re- 
cruitment of people who are in the International Refugee Organiza- 
tion, men who have key jobs there, and have been well qualified, in 
our opinion, and have been picked up by Mr. Kingsley for this new 
organization. 

Also, some of the people who have worked in ECA have been hired 
for this. There were, in addition, a few people in the United Nations 
who handled the Secretary-General’s emergency appeal for Korean 
relief. Those have been taken over by Mr. Kingsley for his staff. 

He has made a small recruitment from the outside. He has taken 
on a Thailand banker as his principal economic adviser. He has 
taken on one retired Australian general, and I believe one or two 
United States nationals have been employed. 

Mr. Herrer. I do not want to get delayed too long. I have been 
told by those who know something about the Japanese economy and 
the Korean picture that if this Korean rehabilitation job was done, 
spending most of the money required for the job in Japan, it would 
save us a great many tens of millions of dollars in relief operations 
that we have to conduct in Japan, But the Japanese economy at the 
present time is being bolstered up very largely by what the military 
spends in Japan and for thé Korean operation, 

If you get a cease-fire and the rate of spending in dollars falls off 
militarily, the Korean rehabilitation job, most of it, can be done from 
the Japanese economy and can save most everybody a great deal all 
the way around. 

The Koreans will not want anything from Japan. 

Mr. Herter. Would there be any objection if legislation were 
passed expressing the hope that the money we put in would be spent 
largely in Japan? 

Mr. Hauu. As Mr. Rusk testified, we would expect that purchase 
program to support in part the Japanese economy wherever feasible. 

Mr. Herrer. I missed that. 

Mr. Hau. Mr. Kingsley is very aware of this. General Hissong 
has been stationed in Japan with that specific job in mind, with the 
idea of doing thatin Japan. There is to be determined the availability 
of items which would be required which might be difficult to procure 
in the United States or Western Europe. That is very much in mind. 
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Our member of the advisory committee will also be aware of that and 
will be pressing in that direction, that the maximum amount of dollar 
expenditure be made in Japan. 

Mr. Herrer. I did not realize this had been gone over. 

Chairman Richarps. The statement that Mr. Vorys is looking at, 
do you think that should be placed in the record? 

Mr. Vorys. It seems to me it would be most appropriate. 

Chairman Ricwarps. Without objection, the statement you have 
just mentioned will be included in the record. 

(The material referred to is as follows:) 


RELIEF AND REHABILITATION OF KOREA 


RESOLUTIONS ADOPTED BY THE GENERAL ASSEMBLY AT Its 3l4TH PLENARY 
MEETING ON 1 DecemBeEerR 1950 


(adopted on the report of the Joint Second and Third Committee (A/1567, Part ID) 


A 

The General Assembly, 

Having regard to its resolution of 7 October 1950 on the problem of the 
independence of Korea, 

Having received and considered a report of the Economie and Social Council 
submitted in accordance with that resolution, 

Mindful that the aggression by North Korean forces and their warfare against 
the United Nations seeking to restore peace in the area has resulted in great 
devastation and destruction which the Korean people cannot themselves repair, 

Recognizing that as a result of such aggression the people of Korea are 
desperately in need of relief supplies and materials and help in reconstructing 
their economy, 

Deeply moved by the sufferings of the Korean people and determined to assist 
in their alleviation, 

Convinced that the creation of a United Nations programme of relief and 
rehabilitation for Korea is necessary both to the maintenance of lasting peace 
in the area and to the establishment of the economic foundations for the building 
of a unified and independent nation, 

Considering that, under the said resolution of 7 October 1950, the United 
Nations Commission for the Unification and Rehabilitation of Korea is the 
principal representative of the United Nations in Korea and hence must share in 
the responsibility for the work undertaken by the United Nations in furtherance 
of the objects and purposes mentioned in the said resolution, 

Considering that it is nevertheless desirable to set up a special authority with 
broad powers to plan and supervise rehabilitation and relief and to assume such 
functions and responsibilities related to planning and supervision, to technical 
and administrative matters, and to questions affecting organization and imple- 
mentation as are to be exercised under the plans for relief and rehabilitation 
approved by the General Assembly, such authority to carry out its responsibilities 
in close cooperation with the Commission, 


A. ESTABLISHMENT OF THE UNITED NATIONS KOREAN RECONSTRUCTION AGENCY 
FOR THE RELIEF AND REHABILITATION OF KOREA 


1. Establishes the United Nations Korean Reconstruction Agency (UNKRA) 
under the direction of a United Nations Agent General, who shall be assisted 
by one or more deputies. The Agent General shall be responsible to the General 
Assembly for the conduct (in accordance with the policies established by the 
General Assembly and having regard to such general policy recommendations as 
the United Nations Commission for the Unification and Rehabilitation of Korea 
may make) of the programme of relief and rehabilitation in Korea, as that pro- 
gramme may be determined from time to time by the General Assemblv; 

2. Authorizes the United Nations Commission for the Unification and Rehabili- 
tation of Korea: 

(a) To recommend to the Agent General such policies concerning the United 
Nations Korean Reconstruction Agency’s programme and activities as the Com- 
mission may consider necessary for the effective discharge of the Commission’s 
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responsibilities in relation to the establishment of a unified, independent and 
democratic government in Korea; 

(b) To determine, after consultation with the Agent General, the geographical 
areas within which the Agency shall operate at any time; 

(c) To designate authorities in Korea with which the Agent General may 
establish relationships; and to advise the Agent General on the nature of such 
relationships; 

(d) To take such steps as may be needed to support the Agent General in 
fulfilling his task in accordance with the policies established by the General 
Assembly for relief and rehabilitation; 

(e) To consider the reports of the Agent General to the General Assembly and 
to transmit any comments thereon to the Economic and Social Council and the 
General Assembly; 

(f) To eall for information on those aspects of the work of the Agent General 
which the Commission may consider necessary for the proper performance of its 
work; 

3. Authorizes the Commission to consult from time to time with the Agent 
General in regard to the provisional programme adopted by the General Assembly 
on the recommendation of the Economie and Social Council and especially with 
regard to the adequacy of that programme to meet the needs of Korea as defined 
in the statement of general policy, and to make recommendations thereon to the 
Economie and Social Council; 

4. Directs the Agent General: 

(a) To co-ordinate his programme with measures taken by the United Nations 
Commission for the Unification and Rehabilitation of Korea to carry out the 
recommendations of the General Assembly relating to the establishment of a 
unified, independent and democratic government in Korea, and to support the 
Commission in fulfilling this task; 

(b) To commence the operation of the programme in Korea at such time as 
may be agreed upon by the United Nations Unified Command, the United Nations 
Commission for the Unification and Rehabilitation of Korea and the Agent 
General; 

(c) To consult with and generally be guided by the advice of the United 
Nations Commission for the Unification and Rehabilitation of Korea on the 
matters set forth under paragraph 2 (a) and be governed by its advice on the 
matters covered in paragraphs 2 (b) and 2 (ce); 

5. Further directs the Agent General, in the carrying out of his functions: 

(a) To ascertain, after consultation with the designated authorities in Korea, 
the requirements for supplies and services for relief and rehabilitation made 
necessary by the consequences of armed conflict in Korea; 

(b) To provide for the procurement and shipment of supplies and services and 
for their effective distribution and utilization within Korea; 

(c) To consult with and assist the appropriate authorities in Korea with respect 
to measures necessary for the rehabilitation of the Korean economy and the 
effective distribution and utilization within Korea of supplies and services fur- 
nished; 

(d) To submit reports to the General Assembly through the Secretary-General, 
transmitting copies simultaneously to the United Nations Commission for the 
Unification and Rehabilitation of Korea, and to the Economie and Social Council: 

(e) To be guided in matters of administration, to the extent consistent with the 
special requirements of the programme, by the rules and regulations established 
for the operation of the Secretariat of the United Nations; 

Specifically he shall: 

(1) Select and appoint his staff in accordance with general arrangements 
made in agreement with the Secretarv-General, including such of the staff 
rules and regulations of the United Nations.as the Agent General and the 
Secretary-General shall agree are applicable; 

(2) Utilize, wherever appropriate, and within budgetary limitations, the 
existing facilities of tbe United Nations; 

(3) Establish, in consultation with the Secretary-General and the Advisory 
Committee on Administrative and Budgetary Questions, and in agreement 
with the Advisory Committee established under paragraph 6 below, financial 
regulations for the United Nations Korean Reconstruction Agency; 

(4) Arrange, in consultation with the Advisory Committee on Admin- 
istrative and Budgetary Questions, for the rendering and audit of the ac- 
counts of the Ageney under procedures similar to those applicable to the 
rendering and audit of the accounts of the United Nations; 
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6. Establishes an Advisory Committee consisting of representatives of .. . 
(five Member States) to advise the Agent General with regard to major financial, 
procurement distribution and other economic problems pertaining to his planning 
and operation. The Committee shall meet on the call of the Agent General but 
not less than four times a year. The meetings of the Committee shall be held at 
the Headquarters of the United Nations except in special circumstances, when 
the Committee, after consultation with the Agent General, may meet elsewhere 
if it deems that this would be essential to the proper performance of its work. 
The Committee shall determine its own methods of work and rules of procedure; 

7. Requests the Secretary-General, after consulting the United Nations Com- 
mission for the Unification and Rehabilitation of Korea and the Advisory 
Committee to appoint the United Nations Agent General for Korean Recon- 
struction, and authorizes the Agent General to appoint one or more Deputy 
Agents General in consultation with the Secretary-General; 

8. Authorizes the Secretary-General to establish a special account to which 
‘should be credited all contributions in cash, kind or services, the resources credited 
to the account to be used exclusively for the programme of relief and rehabilita- 
tion and administrative expenses connected therewith; and directs the Secretary- 
General to make cash withdrawals from the account upon request of the Agent 
General. The Agent General is authorized to use contributions in kind or services 
at his discretion; 

9. Recommends that the Agent General in carrying out his functions: 

(a) Make use at his discretion of facilities, services and personnel that may be 
available to him through existing national and international agencies and organiza- 
tions both governmental and non-governmental; 

(b) Consult with the Secretary-General and the heads of the specialized agencies 
before appointing his principal subordinate personnel in their respective fields 
of competence; 

(c) Make use of the advice and technical assistance of the United Nations and 
the specialized agencies and, where appropriate, request them to undertake specific 
projects and special tasks either at their own expense or with funds made avail- 
able by the Agent General: 

(¢) Maintain close contact with the Secretary-General for the purpose of ensur- 
ing fullest co-ordination of efforts of the organs of the United Nations and the 
specialized agencies in support of the programme; 

10. Authorizes the Agent General to enter into agreements with such authori- 
ties in Korea as the United Nations Commission for the Unification and Rehabili- 
tation of Korea may designate, containing terms and conditions governing meas- 
ures affecting the distribution and utilization in Korea of the supplies and services 
furnished, in accordance with the statement of general policy on Korean relief 
and rehabilitation contained in section B of the present resolution; 

11. Requests the Secretary-General to make available to the maximum extent 
possible, and subject to appropriate financial arrangements, such facilities, advice 
and services as the Agent General may request; 

12. Requests the specialized agencies and non-governmental organizations to 
make available to the maximum extent possible, and subject to appropriate 
financial arrangements, such facilities, advice and services as the Agent General 
may request: 

13. Requests the Eeonomic and Social Council to review the reports of the 
Agent General and any comments which the United Nations Commission for the 
Unification and Rehabilitation of Korea may submit thereon, and such other 
data as may be available on the progress of relief and rehabilitation in Korea 
and to make appropriate reports and recommendations thereon to the General 
Assembly ; 

14. Calls upon all Governments, specialized agencies and non-governmental 
organizations, pending the beginning of operations by the United Nations Korean 
Reconstruction Ageney, to continue to furnish through the Secretary-General 
such assistance for the Korean people as may be requested by the Unified 
Command: 

15. Invites countries not Members of the United Nations to participate in 
finaneing the programme of relief and rehabilitation in Korea; 


BR. STATEMENT OF GENERAL POLICY ON RELIEF AND REHABILITATION IN KOREA 


16. Approves the following statement of general policy: 

|. The United Nations programme of relief and rehabilitation in Korea is 
necessary to the restoration of peace and the establishment of a unified, inde- 
pendent and democratic government in Korea. 
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2. To this end, it is the objective of the United Nations to provide, subject 
to the limit of the resources placed at its disposal for this purpose, relief and 
rehabilitation supplies, transport and services, to assist the Korean people to 
relieve the sufferings and to repair the devastation caused by aggression, and to 
lay the necessary economic foundations for the political unification and inde- 
pendence of the country. 

3. The United Nations programme of relief and rehabilitation for Korea shall 
be carried out in practice in such a way as to contribute to the rapid restoration of 
the country’s economy in conformity with the national interests of the Korean 
people, having in view the strengthening of the economic and political inde- 
pendence of Korea and having in view that, in accordance with the general princi- 
ples of the United Nations, such assistance must not serve as a means for foreign 
economic and political interference in the internal affairs of Korea and must not 
be accompanied by any conditions of a political nature. 

4. The United Nations programme is to be a supplement to the general recovery 
effort that will be undertaken by the Korean people on their own initiative and 
responsibility, through the most effective utilization of their own resources as 
well as of the aid which is rendered under the programme. 

5. Whilst the programme should be consistent with the pattern of long-term 
economic development in Korea, it is itself necessarily limited to relief and re- 
habilitation, and contributions and supplies furnished under this programme shall 
be used exclusively for that purpose. 

6. First priority shall be given to the provision of the basie necessities of food, 
clothing and shelter for the population of Korea and measures to prevent epi- 
demics. Second highest priority shall be given to projects which will yield early 
results in the indigenous production of basic necessities; this will include the re- 
construction of transport and power facilities. As the programme develops, 
emphasis should be shifted to the provision of other materials, supplies and equip- 
ment for the reconstruction or replacement of war-damaged facilities necessary 
to the economic life of the country. 

7. The necessary measures shall be taken to ensure that distribution shall be 
so conducted that all classes of the population shall receive their equitable shares 
of essential commodities without discrimination as “to race, creed or political 
belief. 

8. Subject to adequate control, the distribution of supplies shall be carried out, 
as appropriate, through public and co-operative organizations, through non- 
profit-making voluntary organizations such as the Red Cross, and through normal 
channels of private trade. At the same time, measures shall be taken to ensure 
that the cost of distribution and the profit from the sale of supplies are kept to 
the minimum. Measures shall be taken to ensure that the special needs of refu- 
gees and other distressed groups of the population are met through appropriate 
public welfare programmes, and accordingly the sale of relief supplies will take 
pare only in justifiable cases and under conditions agreed upon with the United 
Nations Commission for the Unification and Rehabilitation of Korea. 

9. The local currency proceeds derived from the sale of relief and rehabilitation 
supplies or, at the discretion of the Agent General, an amount commensurate 
with the value of goods and services supplied, shall be paid into an account under 
the control of the Agent General. The Agent General, after consultation with 
the United Nations Commission for the Unification and Rehabilitation of Korea, 
and in agreement with the Advisory Committee referred to in paragraph 6 of 
section A of the present resolution, shall use these funds for appropriate additional 
relief and rehabilitation activities within Korea, for the local currency expenses 
of the relief and rehabilitation operations of the United Nations, or for measures 
to combat inflation. The proceeds shall not be used for any other purpose. 

10. The necessary economic and financial measures shall be taken by the 
authorities in Korea to ensure that the resources provided under the United 
Nations programme, as well as Korean resources, are effectively employed to aid 
in laying the economic foundations of the country. Among these, special attention 
should be given to measures to combat inflation, to sound fiscal and monetary 
policies, to the requisite pricing, rationing and allocation controls (including th« 
pricing of goods imported under the programme), to the prudent use of Korean 
foreign exchange resources together with promotion of exports, and to the efficient 
management of government enterprise. 

11. Import taxes shall not be imposed on relief and rehabilitation supplies 
received under the United Nations programme. 

12. The authorities in Korea should maintain such records and make such 
reports on the receipt, distribution and use of relief and rehabilitation supplies as 
may be determined by the Agent General after consultation with them. 
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13. All authorities in Korea shall freely permit the personnel of the United 
Nations to supervise the distribution of relief and rehabilitation supplies, including 
- — of all storage and distribution facilities as well as records. 

The personnel of the United Nations shall be accorded within Korea the 
BR Fin immunities and facilities necessary for the fulfilment of their function. 

15. All authorities in Korea and the Secretary-General shall use their best 
efforts to inform the people of Korea of the sources and purposes of the contri- 
butions of funds, supplies and services. 

16. In determining Korea’s needs for relief and rehabilitation, in drawing up 
programmes and plans, and in implementing such programmes and plans, the 
Agency created to administer the relief and rehabilitation programme should con- 
sult with and utilize, to {the greatest extent feasible, the services of Korean 
authorities. 

B 

The General Assembly 

1. Requests the President to appoint a Negotiating Committee composed of 
seven or more members for the purpose of consulting, as soon as possible during 
the current session of the General Assembly, with Member and non-member 
States as to the amounts which Governments may be willing to contribute 
towards the financing of the programme for the relief and rehabilitation of Korea; 

2. Authorizes the Negotiating Committee to adopt procedures best suited to 
the accomplishment of its task, bearing in mind: 

(a) The need for securing the maximum contribution in cash; 

(6) The desirability of ensuring that any contribution in kind is of a nature 
which meets the requirements of the contemplated programmes; and 

(c) The degree of assistance which can be rendered by specialized agencies, 
non-member States and other contributors; 

3. Requests that, as soon as the Negotiating Committee has ascertained the 
extent to which Member States are willing to make contributions, all delegations 
be notified accordingly by the Secretary-General in order that they may consult 
with their governments; 

4. Decides that, as soon as the Negotiating Committee has completed its work, 
the Secretary-General shall, at the Committee’s request, arrange, during the cur- 
rent session of the General Assembly, an appropriate meeting of Member and 
non-member States at which Members may commit themselves to their national 
contributions and the contributions of non-members may be made known. 

814th plenary meeting, 
1 December 1950. 
* * * 

In accordance with the terms of the above resolution, the President of the General 
Assembly, at the 318th plenary meeting on 4 December 1950, announced that he had 
appointed a Negotiating Committee, composed of the following States Members: 
CANADA, Eaypt, France, [npta, the Unrtep Kinepom or GREAT BRITAIN AND 
NorRTHERN IRELAND, the Unitep Srares or America and Uruevay. 


Mr. Hau. I might take just a moment to describe our objectives 
in supporting the establishment of this new agency. First, it is to 
support through the United Nations a self-governing and sovereign 
Korea, free of foreign domination, and secondly, through the United 
Nations to assist the Korean people to recover from the ravages of 
war and maintain a stable government. 

The situation in Korea at the present time makes it essential that 
some such program be carried on if we are to have an independent and 
democratic government in Korea following hostilities. 

The most pressing civil problem at the moment of the United Na- 
tions’ command in Korea is providing for these Koreans. Help for 
these people will be needed following the termination of hostilities. 
The United Nations’ command has made commitments for $105,- 
000,000 of relief supplies. Fifty-five health, sanitary, welfare, and 
supply officers have been sent to Korea by the United Nations to 
assist in alleviating distressed people in that country. 

Supplies are being furnished at the rate of $8,000,000 a year from 
United States Army appropriations. 
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Mr. Vorys. Wait a minute. Isn’t it $8,000,000 a month? 

Mr. Hau. That is $8,000,000 a month. 

Mr. Vorys. You said per year. 

Mr. Hau. I am sorry. Not only has the production and distribu- 
tion of foodstuffs been disrupted by the events of war, but it has been 
impossible to supply the fertilizer during the past two months to main- 
tain the self-sufficiency in foodstuffs Which had almost been possible 
with the ECA help during 1949. 

Major attention must be given to the importation and distribution 
of fertilizer for UNKRA if continuing food shortages are to be avoided. 
Most of the industries of South Korea have been brought to a stand- 
still because of the invasion and reinvasion during the war. Trans- 
portation and communication facilities have suffered extensive war 
damage, and the restoration of power facilities is necessary to the 
restoration of industrial production. 

There is serious inflation, arising basically from Korea’s lack of 
resources to finance the war, and in particular from overdrafts, 
currency advances to the United Nations’ forces in Korea, the expan- 
sion of bank credit, and the collapse of normal imports. 

Continued importation of consumer goods and expert assistance 
in executing a stabilization program are necessary. There exists a 
great need for technical advice in the Government in all fields. 
Koreans were deprived of managerial experience during the Japanese 
period of occupation, and by the losses of personnel during the war 
and the disruptions that have come about from the war in every aspect 
of Korean life. 

We have talked briefly about UNKRA. I might say in addition 
that Mr. Lubin has been our acting representative on the Advisory 
Committee. He is our representative on the Ecoromic and Socia! 
Council, and Mr. Graham Hall would be his deputy in the Advisory 
Committee job. 

I would like to run over the program which has been drafted, which 
will have to be surveyed after the hostilities. 

Mr. Burteson. How can we approach the matter of aid to Korea 
under present conditions? 

Mr. Hau. It is assumed that this program would not begin to 
operate until there was a cessation of hostilities. The present program 
going on now is supplying essential civilian needs and is carried on 
by the Army. This would be in effect an authorization for the United 
Nations to go ahead with the planning of this United Nations pro- 
gram, and with certain aspects of civil advice to the Korean 
government 

Mr. Burteson. Dealing chiefly with relief? 

Mr. Hauu. The present program deals chiefly with relief. This 
project would be primarily for the essential rehabilitation of Korea. 

Mr. Burteson. You would not think it advisable to wait until 
after all these things were determined and then have a single piece 
of legislation dealing with it? 

Mr. Hau. I think such an action would have a damaging effect 
on the morale of the people. I think if the United States decided 
not to go ahead with the program the effect would be unfortunate. 

Mr. gy ane Is this the contribution of the United States to 
the UN, or is it a separate aid program directly to them? 
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Mr. Haut. It would be a separate agency of the UN, a separate 
agency set up specifically for Korean relief and rehabilitation. The 
United States would contribute goods, services, and money in the 
amount of $162,500,000. 

Mr. Burueson. Then there is no so-called ECA, as we call it now, 
operating in Korea? 

Mr. Hatu. There would be no ECA program in Korea. It was 
terminated shortly after the hostilities. Those functions that were 
necessary during the hostilities were taken over by the Army. If I 
may continue, the effect on contributions from other governments 
would be very unfortunate. I think we would have great difficulty 
on that score. 

I might say the Canadians, the Saudi Arabians, and Indonesians 
have already made their contributions in cash. 

| think they would be quite disturbed after having made their 
contributions if the United States decided not to participate. 

Mr. Vorys. You were going to tell us what the percentage of 
contributions were going to be? 

Mr. Hauu. Yes, sir. Our contribution was calculated on the basis 
of 65 percent of the total. We recognize that we might not achieve 
that goal; we might have to pay slightly more than that. The other 
contributions of the Canadians and the UK are roughly the UN rela- 
tionship to our contribution. 

In this program, however, we have to recognize the Chinese wiil not 
be able to contribute normally in any sizable amount, that the 
Russians will not contribute, that the Eastern Europeans will not 
contribute. There is a question as to how great an extent the French 
will be able to contribute in the light of the drain on them in Indochina. 

The Australians, Canadians, British, New Zealand, the Western 
Europeans and ourselves will have to bear the major load in this 
program. 

The program being of the magnitude and of the character is it, | 
think the United States has to expect to carry the major load in this 
program. 

Mrs. Boiron. I thought we had cut down some to 331s percent. 

Mr. Hauu. We have on the administrative budget of the United 
Nations Organization. On operational programs of this kind we must 
pay more. There are three classes of contributions. First, are the 
contributions to the regular administrative budgets, in which our 
goal has been to get down to 33% percent. We have made substantial 
strides in that direction. 

The second category is the technical assistance and childrens 
funds, where we pay 65 to 70 percent of the international fund, but 
there are substantial amounts paid in local currency by the recipient 
countries. 

There is a third type of program, like this program and the Palestine 
program, where the aid has to come entirely from outside. In those 
cases we have to be prepared to pay a larger percentage of the contri- 
bution if the program is to be done internationally. 

You may ask the question, why do it internationally? My answer 
is, we ought to follow through on the action that was taken against 
aggression in Korea by carrying this program on through the United 
Nations, and, secondly, to the extent that we get contributions from 
other countries we reduce the load on our people, even though those 


85708—51 66 








1030 THE MUTUAL SECURITY PROGRAM 


contributions do not constitute what we would like to have the 
situation to be throughout the world. 
Mr. Vorys. Our pattern is that we operate through the UN and 


put up 90 percent of the military forces and 80 percent of the relief 


to follow? 

Mr. Hau. I think 65 to 70 percent on the relief. 

Mr. Vorys. $105,000,000 from us and 20 from the rest, so far. 

Mr. Haxy. 205 million has been pledged to UNKRA as such as of 
this time, not counting contributions made in the past to the unified 
command for direct Korean relief. 1 would like to point out the 
French have not said what they will contribute. 

Mr. Burueson. Is there point 4 assistance involved in this? 

Mr. Haru. There is point 4, but it would be handled through this 
agency. There will be some technical assistance in the sense of eco- 
nomic advice and agricultural advice. 

Mr. Burueson. It will all come through the UN? 

Mr. Hav. It will all be part of this $162,500,000, our contribution 
to the $250,000,000 program. 

Mr. Reece. What type of rehabilitation is anticipated? 

Mr. Hau. I did not get that, sir. 

Mr. Reece. What type of rehabilitation do you envision will be 
carried on over there? 

Mr. Haxu. It would involve the minimum restoration of the power 
industry, things of that kind. %$250,000,000 will not go very far in 
that direction. There will have to be a continuing program. We 
hope the Koreans will be able to help themselves in a large portion of 
it. There are essential industries that will have to be reestablished for 
them, things that involve imports from the outside. 

The textile machinery, any heavy equipment of any kind, would 
have to come from the outside. The program does envision that the 
Koreans themselves will do most of the work in housing, in the spia- 
ning of textiles, in the rehabilitation of their agriculture. 

There will be fertilizer imports and cotton imports. 

I can give you an idea of what will be in the program. Perhaps it 
will not be the final program. Food will be $31.3 million; clothing, 
$14 million; medical supplies, $5.5 million; soap and miscellaneous 
goods, $2.5 million; raw materials for domestic production would be 
agricultural prerequisites, primarily fertilizer, $42.7 million, plus some 
seeds; coal, $8 million; petroleum oil and lubricants, $5.5 million; raw 
cotton, $8.8 million; miscellaneous materials, $20.5 million; then ma- 
terials and equipment for reconstruction, lumber would be $8 million; 
cement, $2.5 million; iron and steel, $15 million; railroad rolling stock, 
$9 million; electric power facilities, $6 million; communications, $3 
million; trucks and accessories, $2.4 million; other equipment and 
parts, $8.3 million; and technical services would be $2 million; and 
then the administrative costs would follow. 

Mr. Reece. Two point plus for soap, and 0.9 for railroad equip- 
ment and supplies. My offhand observation is that would be out 
of line. 

Mr. Hau. That is soap and miscellaneous. I can get the other 
items. 

Mr. Burueson. I expect they are behind in the use of soap. 

me Reece. They can stay behind without being seriously im- 
paired. 
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Mr. Hatu. This includes household items such as thread, needles, 
cooking utensils; also alkalis and fats, to get their own soap production 
started. 

It is not soap as a finished product but rather the components of 
the soap. 

Mr. Herrer. You have a $59,000,000 item for transportation. 
That would certainly not indicate that a great deal was coming from 
Japan. 

Mr. Hatu. The explanation on that is that—in order to make use 
of the contributions of the United Kingdom and the European coun- 
tries, and the Australian and some of the others, farther away con- 
tributions—there would need to be substantial transportation involved 
in that by UNRRA estimates. 

We raised the same question in the Advisory Committee very 
frankly. This is one of the questions that we raised in the first 
meeting of the Advisory Committee, the question that you raised, 
as to whether the freight charges were not excessive. They have 
promised to recalculate the program in the light of the needs as they 
see them. They are not interested in spending more for freight than 
they have to. y 

This is the first calculation that was made up. These figures, the 
background of them, were developed originally by the military authori- 
ties in Korea, in December. I think that there are areas in the figures 
that undoubtedly will have to be corrected. 

I would agree, Mr. Herter, that one of these things is the question 
of transportation. 

Mr. Vorys. When you speak of Korea, you mean what? 

Mr. Haut. Whatever area of Korea is under the United Nations 
at the cessation of hostilities. 

Mr. Vorys. As I remember it, they have coal and fertilizer plants 
up north. 

Mr. Hau. They have. Those have pretty much been destroyed 
by bombing. There would have to be some rehabilitation. If we had 
the whole of Korea, the total program, in the years beyond the first 
year would be substantially less because they would do much more to 
help themselves. 

Mr. Vorys. When you talk of cessation of hostilities, I suppose 
that the UN cannot decide—nobody can answer this, but are we going 
in to repeat what was done before, to build up something that can be 
knocked off again, or does there have to be cessation of hostilities plus 
such guaranties that hostilities are not going to start again that it 
would be worth while doing more than merely running relief bread 
lines and that sort of thing? 

Mr. Hat. I think we would have to have some sort of guaranty, 
or at least a-good chance that hostilities would not start again. There 
would be no point in taking in supplies just to have them endangered 
again by the enemy. When I say cessation of hostilities, I mean 
settlement that is satisfactory to the UN and which gives us assurance 
that there is at least reasonable chance that the Koreans will be able 
to build a peaceful and productive future life. 

Mr. Vorys. You used the word “reconstruction.” I noticed in 
the United Nations resolution that whatever is done shall be limited 
to relief and rehabilitation. During the UNRRA days we had a lot 
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of discussion about when relief and rehabilitation left off and recon- 
struction started in. 

A lot of these items sound somewhat like being over the line into 
substantial reconstruction. I wondered if these projects that you 
have mentioned are presumed to be within the limits of the United 
Nations resolution of relief and rehabilitation. 

Mr. Hau. Yes, sir; they are. The United Nations resolution 
spells that out. There was great concern about that on the part of a 
number of countries. Mexico, for example, was very much con- 
cerned that the program should not get very much beyond the relief, 
and essential elements of relief and rehabilitation. 

If I used the term “reconstruction” it was an unfortunate mis- 
statement. It should be encompassed within the broader frame- 
work of relief and rehabilitation. The Mexicans were concerned 
about that. They said if you get very far on the reconstruction 
program we have needs at home that are greater, as far as they are 
concerned, than those in South Korea. 

So there is in the United Nations, on the part of the other members, 
very great pressure to keep this program to the minimum that is 
essential to keep good faith with the people of the Republic of Korea. 
I think we can be assured, handling it through the United Nations, 
with the other governments, many of whom are not in a very favorable 
economic position, they are going to insist that the program be kept 
to the minimum required to keep faith with the Korean people. 

Mr. Rerce. I am glad to see the breakdown in the detail that you 
have, although you might not be certain about some phases of it, 
which one can readily understand. 

Mr. Chairman, that is what I have been wanting to see in connec- 
tion with all these areas where we are extending relief. I do not 
know to what extent that breakdown has been supplied for the dif- 
ferent countries. You remember I propounded that query upon 
another occasion, to what extent a breakdown has been supplied 
reference to these countries. 

Chairman Ricuarps. We have a breakdown for the different areas. 
Each member of the committee has that, I think. We have some 
more people who can testify on that phase of it this week. If you 
do not get what you want——— 

Mr. Reece. We have, as I recall, pretty much of a dollar break- 
down. 

Chairman Ricuarps. That is right. 

Mr. Reece. But not a commodity or application breakdown. 
When we asked for an appropriation on the floor for ourselves, we 
have to substantiate, justify the particular appropriation, whether it 
is for a small amount or large amount of money, whether it is for a 
bridge or some other improvement. 

We have to do that in very great detail, and in this connection we 
are appropriating vast sums, the expenditure of which is left largely 
to the administrative officers. I recognize that 1 do not have the 
historical background of this subject that the other members of the 
committee have, but that was one of the things that I was impressed 
with during the proceedings here, the fact that there had not been a 
breakdown for which a person who did not make a personal study of 
the program could ascertain what was being done in any country. 
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Chairman Ricuarps. We have a good many more witnesses. If 
the gentleman is not satisfied when that is completed, I assure you 
that we will cooperate in trying to get the very thing that you are 
trying to get. 

Mr. Reece. I beg the pardon of the committee for bringing it up 
out of context. 

Chairman Ricwarps. I think that is a very important phase of the 
thing. I do not object to you bringing it up. 

Mr. Vorys. Will the gentleman yield? 

Mr. Resce. Yes. 

Mr. Vorys. We on this committee always before have had the 
breakdown somewhat in advance, and our staff has had them, and 
at least in my memory we have never had hearings where the first 
we heard of the details was from the lips of some witness. We had a 
chance to do a little homework and get ready for it. This is the 
first time that I have seen it occur this way. 

Chairman Ricuarps. Mr. Coolidge, will vou say something on 
that? 

Mr. Coouipae. Yes, sir. We did not get them up as soon as we 
have in the past, but my recollection is that about a week ago—it 
has been just about a week—the staff has had a breakdown of all 
these programs which were submitted to the staff. 

Chairman Ricnarps. We members ought to have them. 

Mr. Coo.tipGr. We got up enough copies, one for each member. 

Chairman Ricnarps. What about that, Mr. Clerk? 

Mr. Cootiper. Whether they go into the details Mr. Reece wants 
I do not know. 

Mr. Reece. My thinking arises out of that general question. 
My thinking goes along the line that after these vast sums have been 
expended, how much permanence is there going to be. 

Chairman RicHarps. I want to get the statement from the clerk 
as to what they have along this line, and also the staff. If they have 
that breakdown to the extent that you say, we want the members 
tohave it. If they have not, we want to get it. I imagine the people 
would want to provide it for us. 

They certainly had better if they want to substantiate their case. 

Mr. Reece. It occurred to me as a result of Mr. Hall’s breakdown 
there, which impressed me, that he attempted to give a detailed 
breakdown which has to be on a rather inadequate basis in view of 
the uncertainty of the situation. 

Chairman Ricnarps. We will suspend for a minute to find out 
what they have. 

(Discussion off the record.) 

Chairman Ricuarps. Are there any other questions of the witness? 

(No response.) 

Chairman Ricwarps. If there are no further questions, we thank 
you very-much, Mr. Hall. 

Mr. Haui. Thank you, sir. 

Chairman Ricuarps. We will hear Mr. Richard F. Harless, Atlantic 
Union Committee, appearing for the Honorable Will Clayton. 

Mr. Harless is an old colleague. Mr. Clayton could not get here. 
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STATEMENT OF WILL H. CLAYTON, FORMER UNDER SECRETARY 
OF STATE, AS PRESENTED BY RICHARD F. HARLESS 


Mr. Haruess. Thank you, Mr. Chairman and gentlemen of the 
committee. 

Mr. Clayton had hoped to be here, but he found it impossible. 
This is his own statement. He drew it up over the week end and then 
had to leave and asked me to present it to the committee. 

Chairman Ricuarps. Will you proceed. 

Mr. Haruess. Mr. Chairman, gentlemen of the committee, this 
statement is made by Mr. Clayton, former Under Secretary of State, 
in behalf of the Mutual Assistance Aid Program now pending before 
your committee. 

During the past third of a century, the people of the United States 
have shed rede blood and spent upward of half a trillion dollars for 
the preservation of freedom in the world. 

The weight of this stupendous effort has so far saved the world from 
complete totalitarian rule. 

But the battle between the forces of enslavement and the forces 
fighting to hold those precious human freedoms won at such great 
cost over the centuries is still raging; the final result is by no means 
certain. 

From the tragic experiences of the past 35 years, one great truth 
stands out clear as a beacon to guide us: There must be unity of pur- 
pose and of action by the free nations of the world if they would re- 
main free. 

Whatever may be said about the foreign policy of the United States 
during the past few years, it cannot be denied that it has been directed 
toward holding the free world together. 

We could be wrong about everything else but if we are right on 
foreign policy, our country is so young and virile that it could over- 
come its mistakes in the domestic field and go forward; but if we are 
wrong on foreign policy, we could be right on everything else and still 
the result could be a disaster, not only to the people of the United 
States but to the whole world. 

We must be right on foreign policy. The very security and pros- 
perity of the United States are at stake. The United States has taken 
the lead in measures designed to hold the free world together and to 
bring peace to the whole world. We must continue that policy and 
strengthen it in every proper way. 

The North Atlantic Treaty is by far the most important step yet 
taken in this field. 

The very foundation of this enterprise rests on an understanding 
that the security and prosperity of its 12 members depend upon their 
unity in the international field. 

The passage of the foreign aid bill now before the Congress is 
essential to the realization of this concept. 

Just as the Marshall plan has saved Western Europe and the world 
from the aggressive and expansive policy of Communist Russia over 
the past 3 or 4 years, so the foreign aid contemplated in the bill how 
before Congress may very well be credited by history as having set 
in motion measures and forces leading to the establishment of world 
peace and prosperity. No informed person can doubt that the execu- 
tion of the very specific plans for the protection of the free world 
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contemplated in the North Arlantic Treaty is immediately dependent 
upon this aid. 

The United States cannot afford to reverse the direction in which it 
has been headed in world affairs. To do so would be an invitation 
to disaster. 

General Eisenhower constantly refers to the necessity of unity in 
the free world. Beginning with his speech before Congress on his 
return from Europe in February 1951, he has hardly made a single 
public statement which does not emphasize the critical need of unity 
and more unity if the free nations of the world are to win this fight. 

One cannot help feeling that behind General Eisenhower’s care- 
fully chosen words, heard and read around the world, is a deep con- 
viction that the North Atlantic Treaty, powerful and historic docu- 
ment that it is, leaves much to be desired as a constitution of the free 
world in its fight to hold back the forces of slavery and darkness which 
are descending upon it. 

The obvious weakness of the North Atlantic Treaty is that it pro- 
poses to unify the military forces of its 12 members but fails to pro- 
vide for political unification to create a common foreign policy and 
to give direction to the military; or economic unification to furnish 
the strength to support the military and to bring about a rise in the 
standard of living so important to the morale and well-being of the 
people. 

As an immediate measure in the defense of the free world against 
Communist aggression, the North Atlantic Treaty is a bold and es- 
sential step. But neither the North Atlantic treaty nor the United 
Nations, essential as both are in the long-range plan for the estab- 
lishment of world peace, are sufficient to accomplish that purpose in 
the world of today. 

To realize this, we must first thoroughly understand the nature of 
the revolution through which our modern world is now passing. 

Many people believe that if it were only possible to rid the world 
of the evil of Communist aggression, there would no longer exist any 
serious impediment to the prompt establishment of world peace and 
prosperity. These people argue that Communist Russia is the only 
nation in the world at present or for the foreseeable future which is 
frankly bent upon world conquest, and indeed that is true. 

But it would be a tragic mistake to fail to recognize that the 
aggression of Communist Russia, with its stated determination to con- 
quer the world for communism, is merely an outward demonstration 
of the revolution through which the world is now passing—a revolu- 
tion of the “have nots,’ not so much against the “haves”’ as against 
their own tragic lot in life. 

There can be no permanent peace until there is some amelioration 
of the conditions of the hundreds of millions of people who go to bed 
hungry and cold every night. 

The job of the western world, then, is broadly twofold: It must 
make itself so strong that no aggressor dare strike, and it must do 
this in a way to avoid undue economic strain. Freedom can be lost 
through economic collapse as surely as through military defeat. 

And it must reorganize its economy so that all the forces of develop- 
ment, production, and distribution, operating as one market, may 
have full play, to the end that people all over the world will have more 
to eat, more to wear, and better homes in which to live. 
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It is not believed possible to reach these two targets with the 
present loose organization of the western world which rests on a 
military base only—and a shaky one at that. 

This base must be broadened and strengthened to cover adequately 
the political and economic aspects of unity. 

Nothing short of a federal union of the Atlantic democracies will 
afford a foundation sufficiently strong and broad to support the neces- 
sary measures for the realization of permanent world peace. 

If such a federal union had existed 38 or 40 years ago, World War | 
would never have occurred; if it had existed 12 years ago, World War 
II would never have started; if it existed today, world war IT would 
not even be thought of, real disarmament would be under way, a 
development and ‘produc tion boom on a world-wide basis would be 
in progress; the world standard of living would be rising, tranquility 
would be restored and permanent world peace would lie within our 
grasp. 

Chairman Ricuarps. Thank you, Mr. Harless. We appreciate 
very much our old colleague coming before us to give his and Mr. 
Clayvton’s viewpoint on this subject. We are sorry Mr. Clayton 
cannot be here. We have a very high opinion of his ability and state- 
ment. 

Mr. Hartess. He expresses real regret that he could not be here in 
person. I appreciate the opportunity of reading this statement 
to vou. 

Chairman Ricuarps. Mr. Hays? 

Mr. Hays. I wish to express appreciation of the statement not only 
because of our regard for Mr. Clayton but because of my personal 
pleasure in seeing my former colleague with whom I came to Congress 
in 1943. Iam interested in the views that he advances. I think it is 
worthy of our consideration. 

Mr. Harless has rendered a great public service in his own State, and 
as a member of the Congress for three terms. I am glad to have this 
statement about a very important movement. I assume that Mr. 
Clarence Streit will be here? 

Mr. Harvess. He will be here this evening. 

Mr. Hays. Whether one agrees with Mr. Streit and former Justice 
Roberts as to all details of the Atlantic Union idea or not, I believe it 
is the universal opinion of thoughtful people that they are rendering 
a great service. 

I would like to ask Mr. Harless if he saw the statement of Senator 
Hendrickson, of New Jersey—— 

Mr. Harvess. Which article was that, Congressman? 

Mr. Hays. It just reached my desk this morning. _ It is an eloquent 
defense by Senator Hendrickson of your organization’s purposes. | 
hope you will see it. 

Mr. Harvess. I would like to see it. I appreciate those remarks, 
Congressman, and I appreciate the opportunity of coming here before 
you gentlemen. I hope sometime in the foreseeable future when you 
have all these heavyweight problems out of the way that we will be 
able to present complete arguments on the plan that we propose. The 
resolutions are now pending. I know you are very, very busy, but 
when you do have some time, we have gathered a great deal of infor- 
mation. 
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Mr. Streit, who will appear before you this evening, spent 3'5 months 
in prope recently where he contacted many of the leaders in Europe, 
political and economic, and others, and I think he has a real message 
to your committee. When the opportunity does arrive, when you 
have time, we certainly would like to present some further testimony. 

Chairman Ricuarps. Are there any other questions? 

(No response. ) 

Chairman Ricwarps. Thank you very much, Mr. Harless. We 
appreciate your coming. 

Mr. Haruess. Thank you, Mr. Chairman. 

Chairman Ricnarps. We appreciate getting the benefit of yours 
and Mr. Clayton’s viewpoint. 

The next witness on the list is Mr. J. T. Sanders of the National 
Grange. 


STATEMENT OF J. T. SANDERS OF THE NATIONAL GRANGE 


Mr. Sanpers. Mr. Chairman, gentlemen of the committee: the 
National Grange appreciates very much the opportunity which the 
committee has presented to us. 

Chairman Ricwarps. Mr. Sanders, have you a written statement? 
Would you rather put it in the record and discuss it offhand? Or 
would you rather read it? 

Mr. Sanpers. It is about 10 double-spaced pages, Mr. Chairman. 
It would be a little difficult to discuss it because I have not had time 
to outline it for discussion. 

I want to apologize to the committee members for not having mimeo- 
graphed copies of it. Had I come tonight when I was originally 
scheduled, 1 would have been able to have met that deadline. 

Chairman Ricwarps. Mr. Sanders, the committee was largely 
responsible for that. We moved up your schedule to this afternoon. 
Tonight you would have had those copies, I know. I plead guilty to 
that. 

Mr. Sanpers. The National Grange has supported foreign aid pro- 
grams of the United States and the United Nations since its inception. 
We supported these foreign aid programs because we felt they offered 
the most constructive help to the people of the world who wished to 
defeat communistic infiltration and outright aggression. 

The accomplishment of ECA in Europe has manyfold justified 
our faith in this means of giving hope to a fear-ridden world. We 
have followed the work of ECA in intimate details, one former na- 
tional master, Albert Goss, followed by our present master, Herschel 
D. Newsom, having served during the entire life of the ECA on its 
present advisory board. 

ECA has demonstrated conclusively that the most dependable 
people are those who have reasonable hopes of their future freedom, 
and at the same time it has been shown otherwise that the most 
undependable people are those who can see little such hope. 

In a recent report to the President on ECA’s accomplishment the 
advisory board made the following statement: 

There is reason to believe that ECA’s work actually stopped Soviet Russia 
from swallowing up Western Europe. In addition, Europe’s trade barriers are 
being broken down and a continental market is being created. Her economy is 
being integrated. She is being taught American technical know-how; production 
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is constantly climbing. A healthier Europe and a stronger people elsewhere are 
emerging. 

This is work that must underlie and support any defense effort. 
The major purpose of these hearings is, we judge, to provide for the 
defense of our Nation and other friendly nations by building up the 
free world military forces, by promoting defense production, and by 
strengthening the will of people to defend their freedom through 
assisting them in their economic development. 

The National Grange believes that all three of these approaches to 
the problem are sound, but we do not feel competent to discuss the 
soundness of the proposed military assistance phases of the proposals 
being considered. In thus avoiding a discussion of the military aspects 
of aid, we are mindful of the extreme importance of this phase of aid 
and of the existence of a margin where military aid and economic aid 
cannot readily be distinguished or separated. 

We know that military aid is far more important when measured 
in terms of immediate national security, but we are convinced that 
in a longer view of solving the problems of the troubled world economic 
aid is far more important. Military aid may stave off imminent 
aggression, but only friendly economic aid that brings mutual im- 
provement to both the receiver and the supplier will in the end bring 
the world into an era of peace. 

Since therefore we are not able to analyze adequately the amount 
or nature of military aid, we would like to address our remarks pri- 
marily to the phases of the work of the committee dealing with the 
economic assistance, especially technical cooperative assistance. 

From the long-time viewpoint we look upon this phase of the 
proposals, as we implied above, as offering the best hope for a peace- 
ful world. Economic aid if pursued wisely and in the proper spirit 
will bring hope where there is little hope. It will bring to people 
the means of helping themselves where, without the assistance, they 
could not help themselves. 

At this point we wish to emphasize the importance of making the 
economic aid portion of our foreign assistance programs truly mutual 
assistance programs. ‘These economic programs in the strictest and 
most materialistic sense, and not in the abstract or tangible sense, 
can and should be made mutual aid programs. 

We believe that every dollar wisely and judiciously spent in helping 
the underdeveloped free nations of the world to increase and better 
their economic capacity will return to our Nation at least as many 
and probably more, hard dollars of return in the future. 

Furthermore, we believe that the more clearly this assistance is 
offered and put on a mutual assistance basis, the more will all nations 
assist in maintaining their own self-respect and their ambitions to 
help themselves. 

More specifically, what does mutual aid mean? What do we and 
the other countries each supply and receive? In the first place, we 
will supply technical assistance and direct financial aid, probably both 
public and private. In supplying this we should make it clear that 
we are also giving the receiving nation greater assurance of independ- 
ence, both political and economic. This means that they as a result 
should have a greater. feeling or assurance against aggression or in- 
ternal interference, both from the United States or the U.S.S. R., and 
from other nations. 
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This assistance should also be given in such a manner as to assure 
them of the most rapid practical development of, and fruits from, their 
own natural and human resources. In short, we shall miserably fail 
in our offer of economic assistance unless we can show the recipients 
of this aid that it is not given for exploitive purposes but for mutual 
development and aid aims. 

And what kind of material returns do we get from this aid? What 
dowe get out ofit? In the first place, one of the most expensive under- 
takings before this Nation is the elimination of the great danger of 
communism. We therefore help to create in these underdeveloped 
areas a progress that stabilizes their friendship for other free nations 
and an insulation of their political and economic life against communis- 
tic influences. ‘This is the really important gain that we undoubtedly 
realized from Marshall aid in Europe. 

But our aid is also certain to bring greater trade and its consequent 
material gains. It will open up many new opportunities for self- 
liquidating public and private investments and will add greatly to the 
security of, and the income from, these investments. 

In the months and years immediately ahead we should also gain 
greatly in the amount, cost, and dependability of supplies of strategical 
and other needed raw materials; for, from the noncommunistic 
so-called underdeveloped areas, we obtain around three-fourths of 
most of our supplies of needed raw products and have in them some 
of our best export markets. 

The economic aid needed for the underdeveloped countries is of a 
much different nature or kind from that which was supplied to the 
European recovery program by ECA. In the latter program agri- 
culture played a minor, though important, role. In the under- 
developed areas agriculture constitutes over three-fourths of their 
economic activity. Also, agriculture in these areas varies widely 
with its primitiveness. 

The problem is first and foremost to develop a more productive 
agriculture, to first raise their dietary standards and then gradually 
release farm workers into nonfarm pursuits. All of these countries 
are important sources of supplies of minerals, timber, and related 
materials. 

Much of the initial stages of economic aid to these countries must 
be devoted to improving the agricultural and other extractive indus- 
tries, to give them the double benefit of increased export credits, and 
to release personnel for work in nonextractive industries. 

Undoubtedly the first nonextractive or fabricating industries will 
be in the lighter industry fields—such as processing food, raiment, and 
shelter products. This means that both technical assistance and 
economic assistance in the form of investment must be on a far more 
modest scale than the assistance supplied to Europe where the problem 
was the earliest possible rehabilitation of the world’s second largest 
and most complex industrial economy after the problems of its imme- 
diate relief were taken care of. 

Not only is the assistance in the underdeveloped countries on a 
relatively less expensive scale than that of the European recovery 
program, but it will take a much longer period to initiate and mature. 
In short, it must be on a more modest magnitude and more delibera- 
tive basis than the European recovery program. 
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Agricultural methods are deep rooted in the customs and prejudices, 
and in the social, religious, and political lives of people. These are no} 
and cannot be changed by revolutionary means, and only highly 
skilled and experienced farm technicians can understand and deve ‘lop 
needed and practical improvements. The most practical way ol 
initiating this type of help is on a small scale and at a cautious rate. 
Yet this must be initiated and developed fairly successfully and 
extensively before appreciable workers can be released for programs of 
industrial development. 

The methods used in the technical assistance program conducted 
by the Technical Cooperation Administration under the direction of 
Dr. Henr vy G. Bennett, and in the technical activities of ECA, are 
geared to the rural, largely primitive economies of the underdeveloped 
areas. Their primary need is to produce more and better foods to 
feed their people a minimum required amount of food. To do this 
they do not need large grants of dollars or consumer goods. They 
need immediately few or no tractors or other up-to-date agricultural! 
machinery. They need to take simple basic steps that they can under- 
stand and apply themselves, largely with the resources they already 
have at hand. They need scythes instead of sickles, threshers instead 
of flails, plows of steel mstead of wood, and better seed and livestock. 
They need insecticides and fertilizers and need to know how to use 
manure and legumes, to know better methods of harvesting and 
storing their crops, and need better systems of land tenure and credit 
that will assure them a larger share of the fruits of their labor. 

The nature of the problem determines the nature of the solution. 
It is for this reason that the technical assistance program consciously 
and deliberately emphasizes the “rural approach.” The aid it 
extends consists primarily of the services of American technicians— 
agricultural research and specialists, public health doctors and nurses, 
educational and vocational instructors, engineers and public admin- 
istration experts—and the training of technicians of the other countries 
in these and similar fields. 

The American technicians ‘are supplied with sufficient equipment 
and operating funds to show the people with whom they work how 
to put the improved techniques into practice. This demonstration 
method has the virtue of seeking not to impose a preconceived, ready- 
made result upon other people, but of helping them to do what they 
want and need to do anvyway—to better their conditions of life by 
their own efforts. 

It does not humiliate them by offering them charity in the form of 
food, or goods they will not earn. It dignifies them by enabling them 
to create new wealth of their own. 

This method also enables the American people to express their 
spirit of cooperation with other people in vast areas of the world at 
relatively small cost. It has been demonstrated repeatedly that a 
dollar spent on technical cooperation goes further than one spent on 
any other form of foreign assistance. Moreover, the people helped 
in this way can contribute in kind, in the form of services of their own 
technicians, officials, and workers, their own land, buildings, and 
facilities, in addition to money in their own currency. 

More than 30 countries now cooperating in the technical assistance 
program are contributing $3 to every $1 that the United States is 
putting into the joint effort. In some instances, small amounts of 
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United States equipment, such as stainless steel for a vaccine plant, 
can greatly multiply the effectiveness of a technical-assistance program. 

In this area which permits greater use of the funds for investments, 
the broader flexibility of the ECA legislation has real advantage over 
that of the Technical Cooperation Act. This broadened provision 
should therefore be incorporated in all technical assistance work for 
the coming fiscal vear 

Around 20 percent of the countries cooperating in the technical 
assistance work with ECA, and over 60 percent of the visits of foreign 
trainees to the United States that are sponsored by ECA, are for 
trainees to study and learn about improved American agricultural 
techniques and methods that could be adapted to the more primitive 
agricultural economies of the countries sending the trainees. This is 
a very significant and valuable work which has been sponsored prin- 
cipally by ECA in its technical assistance work. 

I have just spoken of assistance supplied by the countries being 3 

1 to what we put up. This does not mean that additional funds 
are not needed to aid the underdeveloped countries to develop water 
supplies, sewage systems, hospitals, dams, irrigation canals and power 
plants, roads, harbors, and industries which they need. These pro- 
jects require large amounts of capital, but most of these projects can 
and should be carried out on a self-liquidating basis as they have been 
in our own country. 

Sound projects of these kinds are invsetments in the economic 
development of the country and they yield monetary returns either 
directly or indirectly. Such products can be financed by loans from 
the World Bank or the Export-Import Bank, or from private sources. 

One of the basic shortcomings of the country with only a primitive 
agricultural economy is the Jack of opportunities for diversified in- 
vestments. In such a country, as is evidenced by the prevailing 
situation in India, China, and similar old civilizations, savings of the 
wealthier people are predominantly invested in rural land, urban real 
estate, precious metals and stones, and in distributive and financial 
institutions. These investments nearly always become means of ex- 
ploiting the masses rather than sources of wealth and income to them. 
As, for example, the landlordism of India, Italy, Spain, China, and 
other countries. By offering alternate industrial investment oppor- 
tunities for savings, by reducing the overinflated social and economic 
value in landed property, and by helping to work out more attractive 
land reforms for both the farm operator and the farm owners, the 
technical-assistance program can bring about a firmer and more 
stable democratic economy for these underdeveloped countries. 

One of the major objectives, therefore, of the technical-assistance 
program is to help mobilize the capital that exists in many of these 
countries themselves, and to help create the condition that will 
diversify and make investments in the underdeveloped countries at- 
tractive and profitable to private capital, both domestic and from 
abroad. 

Technicians, working under the technical assistance program, under 
the Technical Cooperation Administration and ECA, can do this in 
part directly by developing the engineering and financial plans for 
sound projects and in part indirectly by energizing the inherent 
productive capacities of the people in these countries and showi ing how 
their natural resources can be soundly developed and used. 
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Technical assistance is no new and revolutionary concept. It may 
be made a “bold program,” but it is certainly not a bold “new” 
program. American missionaries have for decades carried out 
rudimentary technical assistance programs, but nonetheless the essen- 
tials of this program all over the world have been conducted in the 
form of agricultural improvements, hospital buildings, and providing 
medical care and general economic and social betterment measures. 

Furthermore, all the elements of the technical assistance program 
have been carried since 1938 by our Government in its Latin-American 
agricultural work. So we are not launching out on an untried or 
visionary program, but rather on a well-tried and proved program. 

There is one difficulty and imminent danger in the effectiveness and 
soundness of this program of technical assistance. It is fragmented in 
various agencies in responsibilities of the National Government, 
between ECA, the Defense Departinent, State Department, and other 
agencies. The whole philosophy, method, and approach of technical 
assistance is different from the major job confronted in the European 
recovery program, and in military aid. Since this is the case, a sep- 
arate and unified administration assumes major importance. It should 
be separately and distinctly administered so that its guiding principles 
and philosophy may be preserved. 

This does not mean that it should not be coordinated with and kept 
from conflicting with the military and other special forms of aid. All 
the evidence points to the fact that the President, in requesting Con- 
gress to authorize the technical assistant program, and the Congress 
in adopting the act for international development, had in mind a 
unified world-wide continuing program to operate in the underde- 
veloped areas as a whole. Nowhere in the act is there any geo- 
graphical limitation on where technical cooperation with the under- 
developed areas would or would not be operated. ©n the contrary, 
the act explicitly provides: 

Sec. 405. The President is authorized to plan, undertake, administer, and ex- 
ecute bilateral technical cooperation programs carried on by any United States 
Government agency, and in so doing, to coordinate the direct existing and new 
technical cooperation programs. 

We believe that this unification of the administration of the vari- 
ous technical assistance programs is very important, and that in 
writing the newly revised provision of the technical assistance under 
one administrator is urgently necessary. This should be done in 
such a way that the technical assistance program would not be en- 
dangered by the necessity of absorption of presently employed per- 
sonnel of ECA that may be qualified for ssltare and rehabilitation 
aid, but who are ill-prepared and experienced to perform the special- 
ized technical assistance functions we have described previously. 

The major and original functions of ECA were that of administer- 
ing the immediate relief, and the less immediate job of rehabilitation 
of the war-devastated countries of Europe. In this charter it was 
given a temporary existence and a definite termination date. This 
assignment necessarily inveived for Europe some technical-assistance 
functions, but basically the great mass of ECA personnel is ill-equipped 
to perform the distinctive job of technical cooperation administration. 
If these two organizations are to be put into a new and single agency, 
it is highly important that the Technical Cooperation Administration 
not in any sense lose its distinctive and unsubordinated identity. 
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In view of the unfinished task of ECA in the rehabilitation of Europe 
and the further spread of ECA’s functions of rehabilitation due to the 
mutual defense program, EC A’s functions, exclusive of the technical 
assistance functions, should probably be extended. But under no 
circumstances should its relief, rehabilitation, and specialized military 
aid functions be mixed with the technical functions of the Technical 
Cooperation Administration. 

The writer has several different times during the past 2 or 3 months 
met with the representatives of some 20 or more organizations who 
were interested in the point 4 program, and he does not recall any 
vigorous defense of leaving the technical assistance program in and 
under the supervision of the State Department, although some of 
these groups may possibly think that it can best be carried out in this 
Department. 

Technical assistance is a job that will involve the necessity of draw- 
ing specialists from every department of the National Government 
from Agriculture, Commerce, Labor, Reclamation, Health, Education, 
Highway and other agencies. Also, to be done with the greatest 
effectiveness, it should draw liberally from the personnel of our land- 
grant colleges, our universities and technical schools, and from private 
service, construction and manufacturing agencies. This means that 
domestic programs and policies, as well as our foreign policies, must be 
coordinated with or utilized in the Technical Cooperation Administra- 
tion programs. 

We believe, therefore, that technical assistance should not be left 
in the State Department but should be separated from any specific 
department. Because technical assistance must draw in the widest 
sense from the entire Nation’sres ervoir of technical knowledge, we 
recommend that most of the actual workers of the Technical Coopera- 
tion Administration be required by law to be drawn by assignment 
from agencies outside of the Administration, and that its expenditures 
for salaries of permanent employees be restricted to not over a third of 
all salary expenditures for any fiscal year, or some other proportion of 
salaries which an intensive study by the Congress indicates is sound. 

Certainly the Technical Cooperation Administration should not be 
allowed to build its own complete and permanent staff of experts, for 
when it does, it will lose its resilience to a growing United States 
technology, -and will come into constant bureaucratic conflict with 
sound domestic sources of technology and experience, and in constant 
conflict with other departments of the Government. 

_ To the credit of the present Technical Assistance Administration, 
it has not done this, that is, it has drawn experts by assignments for 
almost all of its personnel. 

We believe that experience of ECA with counterpart funds indicates 
that a sounder and more serviceable use of these funds can be made 
than has been the case with ECA. As a long-time policy, we believe 
counterpart funds should be held to the credit of the United States 
in the country receiving the original grants from the United States; 
that these funds should be used in the country only for projects or 
purposes mutually agreed to; and that if used to build self-liquidating 
works or projects, installment and interest payments should be 
deposited to the credit of the counterpart fund. The recipient 
country should have the right to buy up and close-out all or any 
portion of the counterpart fund by paying the United States current 
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exchange dollar equivalents of the retired funds. Thus the counter- 
part fund would be in the form of a revolving fund used by mutual! 
agreement and held for sole use in the recipient country, but held in 
the name of the United States instead of the name of the country, 
as was the case with ECA’s funds in Europe. 

We believe that efficiency and coordination of the overseas affairs 
of the United States Government can best be served by administering 
all overseas affairs except the functions dealing exclusively with 
foreign policy and diplomacy in a unified “overseas affairs adminis- 
tration” similar to that recommended by a minority of the members 
of the Hoover Commission, including Mr. Hoover. Such an agency 
should have an independent status. It should be directly under the 
supervision of the executive branch, with an active Federal advisory 
board for the technical assistance work, composed of representatives 
of the major departments of the Federal Government vitally interested 
in and contributing to technical assistance phases of the agency's 
work. The technical assistance work would be one of possibly three 
coordinate services (following the Hoover Commission terminology) 
possibly called the “Overseas Affairs Administration,” as follows: 

(1) The Technical and Economic Cooperative Services 

(2) the Relief Rehabilitation and Recovery Services, w hich would 
include present ECA functions, exclusive of all long-time technical! 
assistance work and including the civilian occupied territory functions; 

(3) The Overseas Territory and Property Services. 

Rough estimates of the amount to be spent for technical assistance 
during the current fiscal year, including that spent in Asia, Africa, 
Latin America and by ECA, indicate an amount of from $275 million 
to $300 million. The Rockefeller report suggested that the amount 

ent for this purpose should be about a half-billion dollars per year. 
We are not in a position to either endorse the Rockefeller recommenda- 
tion or to suggest an amount below that suggested. 

The question of how much of this should be allocated to the tech- 
nical assistance work of the UN is a question that merits more study 
than we have given it. We believe, however, that the UN can per- 
form an excellent function in this field by setting up standards of 
investment, standards of repayment of loan, rules and regulations 
that are fair and equitable for both recipient and applying countries, 
and that are nonexploitative of the underdeveloped areas. 

By promoting the use of these standards of technical assistance 
work done by bilateral arrangements as well as their own multilateral 
work, and by making general overhead surveys of the needs and 
priorities of these needs, by analyzing the opportunities for profitable 
public and private investments of underdeveloped countries, and by 
undertaking to get the adoption and use of these standards and such 
surveys by all countries, the UN would do much to dispel the fear 
of underdeveloped countries of the interference from supplying 
countries. 

Mr. Gorvon (presiding). We thank you very much for your state- 
ment, Mr. Sanders. It is a very fine contribution to this important 
bill. Do any members have any questions? 

Mr. Vorys. It is certainly a broad statement and covers all phases 
of our problems. As I understand it you want ECA to be a separate 
organization outside of other departments, and the technical coopera- 
tion, technical assistance, to be another separate organization. Would 





be 
ar 
er 


an 


fo 


pr 
fu 
see 


ms 
ha 


col 
po! 


to 


per 
dir 





THE MUTUAL SECURITY PROGRAM 1045 


the head of that have Cabinet status? How would you envision that 
in the governmental set-up? 

Mr. Sanpers. We leaned toward the plan that was set up in the 
Hoover Commission report, which was to set up an Overseas Affairs 
Administration with services within the Administration following out 
the terminology of all of the Hoover reports. We suggested that the 
services be three: the technical assistance service, the rehabilitation 
service, and the overseas properties and territories administration 
services. So there would be three services in this administration, and 
there should be an overhead administrator, and the assistant adminis- 
trator, probably, of each of these services. 

Mr. Vorys. Do you contemplate that would be a new department 
of the Government with Cabinet rank, outside the State Department 
and other existing departments? 

Mr. Sanvers. I do not believe that that was contemplated by us 
in discussing this. I am sure that the Hoover Commission did not 
contemplate it being a separate department with Cabinet rank. 

Mr. Vorys. Thank you. 

Mr. Herrer. As I understand it, you are bringing an entirely new 
thought in here, and that is a new organization to take on the admin- 
istration of overseas territories. 

Mr. Sanpers. Yes, sir. 

Mr. Herren. As recoiv vended by the Hoover Commission. That 
would be one of the three phases of this new outfit. So that in effect 
it will be like a colonial office under the British Government from the 
point of view of structure? 

Mr. Sanpers. Yes, sir. It would take over the functions now 
being performed by the Interior Department in administering Hawaii 
and Alaska. 

Mr. Herter. And the islands in the Pacific? 

Mr. Sanpers. Yes, sir; and battleground monuments and prop- 
erties of all kinds owned by United States all over the world. 

Mr. Herter. So it would take that load off the State Department 
and other departments of the Government entirely? 

Mr. Sanpers. Yes, sir. 

Mr. Herter. You believe there should be a separate administration 
for the ECA continuing to the point where it peters out? 

Mr. Sanpers. Yes, sir; a separate service. 

Mr. Herter. Then carry on with point 4 from there on out? 

Mr. Sanpers. Such problems of relief and rehabilitation as are 
presented in Korea today, if peace comes in Korea, would be a decided 
function for ECA to repeat some of the things it did in Europe, it 
seems to us. 

Mr. Herrer. We have been asked to handle the whole Korean 
matter through the United Nations and not through ECA. There 
has been testimony given at one time or another on both sides of that, 
whether it should be done internationally, to which I think we are 
committed, or whether it would be better administration and better 
policy for us to handle it entirely separately. 

Have you any judgment on that? 

Mr. Sanpers. My feeling on that is this: It would be very difficult 
to justify to the people of America if we had to put up about 90 
percent of the money to rehabilitate Korea, if we did not take a very 
direct interest in the rehabilitation. I think we should cooperate 
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with the United Nations. But I doubt whether the United Nations 
would have the necessary machinery to administer it adequately, 
and I doubt whether it would be the most satisfactory arrangement 
for this country to put up, we will say, 90 to 95 percent of the money 
and then not have much more direct influence on the rehabilitation 
work than we would get through the UN. 

Mr. Herter. You would turn the money over to the UN and let 
the commission of its own choosing do the job? 

Mr. Sanvrers. That question is one that our organization has not 
discussed at all. What I have given you is my own personal opinion. 
Certainly it is not the policy established by the Grange. 

Chairman Ricuarps. Are there other questions? 

(No response.) 

Chairman Ricwarps. Thank you very much, Mr. Sanders. We 
appreciate your coming up and testifying on this subject. 

Mr. Sanvers. Thank you, sir. 

Chairman Ricuarps. The next witness is Mr. John Brophy, re- 
presenting the Congress of Industrial Organizations. 

Mr. Brophy, we are glad to have you with us today. You have a 
prepared statement? 

Mr. Bropnuy. Yes, sir. 

Chairman Ricuarps. Will you proceed? 


STATEMENT OF JOHN BROPHY, CONGRESS OF INDUSTRIAL 
ORGANIZATIONS 


Mr. Bropuy. Members of the committee have copies of the state- 
ment. It is rather brief. The Congress of Industrial Organizations 
appears today to give its support to the principal components of the 
Mutual Security Program, now under consideration by Congress for 
the 1952 fiscal year. 

We want to emphasize the fact that the Mutual Security Program 
recognizes the interdependency of military, political, and economic 
measures necessary to insure the security of the free world. 

We believe that neither political and military security nor economic 
security taken alone can answer the problems of the world today. 
Political and military security standing alone are at best precarious 
because they are always subject to an attack upon thewr flank—where 
the ill-housed, ill-clothed and the il-fed are fair game for those who 
would exploit their needs. Economic security standing along fails to 
take into consideration those human needs and aspirations—individua! 
freedom, the right to free expression, to worship as one pleases, and 
otber fundamental rights of met ‘ould lead only to eventusl 
enslavement. 

I might add here that last year, in July and August, I was in south- 
east Asia on a commission representing the International Federation 
of Free Trade Unions. There I met representatives and groups o! 
people in all walks of life. The effort of this commission was to get 
a clear picture of the situation, particularly from the trade-union 
standpoint, as to what could be done to aid in meeting some of the 
problems that had created the widespread revolution that had been 
going on in Asia for many, many years. The thing that stood ou! 
in that experience was that mass poverty, illiteracy, and disease were 
everywhere, and a terrifically low standard of living, unbelievably low 
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to the western mind, in that area that we visited, and they are all 
underdeveloped areas. There we see unreSt and tension everywhere, 
caused by the great disparity in living standards, in the underdevel- 
oped as compared with the developed countries of the world. 

| think this can be told graphically by just a simple figure or two. 
The average annual income in the underdeveloped countries in this 
area Where two-thirds of the population of the world lives, is $41. 
An unbelievably low figure. While in the developed countries, the 
figures were $461, and, of course, it is much more in the United States. 
That, I think, tells a story, tells a story of a standard of living that 
is animal in its meager supply of food and shelter. In some cases it 
is so close to the minimum that it is almost nonexistent, at least for 
shelter. 

I saw millions of these impoverished people in India and other 
countries through that great arc of some 7,000 miles of Southeast Asia. 
When that miserably low standard of living is coupled with an average 
expectancy of life in the underdeveloped countries of 27 vears, as 
compared with an expectancy of life of 63 years in the developed 
countries, vou get there the basic cause of the great social unrest that 
has been disturbing all of the underdeveloped countries of the world, 
particularly Asia. 

Unless we meet this problem of poverty, it seems to me that we 
are going to be in a condition of world turmoil all the time. So the 
organization for which I speak, the CLO, meeting in twelfth constitu- 
tional convention at Chicago, Ill., in November 1950, adopted a reso- 
lution which said, in part: 

We shall defeat the forces of Communist tyranny and-create the world environ- 
ment in which a just and lasting peace can be won only if we mobilize the full 
strength of the free people of the world to fight the forces of communism on every 
front. A purely negative approach to this problem will not get a satisfactory 
answer. We believe this requires that American democracy fully mobilize its 
human and material resources—its economic and spiritual power to forge weapons 
of war to stop Communist aggression on the military front, and the tools of peace 
to fight poverty, hunger and injustice on the economic and social fronts. 

For these essential reasons, the CIO supported the European 
recovery program, the military assistance program, and the Techni- 
cal Assistance Act. It believed that if the free world was to be de- 
fended, it needed the economic and military power which was basic 
to that defense. The United States, in its position as leader of the 
free world, has the responsibility of helping its allies to help themselves 
in the cooperative struggle for peace and security. The mutual 
security program is the expression of that responsibility in concrete 
terms. 

Without such a program, we would be serving notice on the free 
world that we were content to “‘go it alone.”” But many years of 
isolation, with its disastrous consequences, should have indicated to 
the skeptical that we cannot retire behind our Atlantic and Pacific 
moats that can now be crossed by air in a few hours. 

We are in the world to stay and we should have learned by this 
time that if peace and security are to be firmly established, they will 
be achieved by collective action. Collective action is the essence of 
the Mutual Security Program. Section 2 of the act declares: 

The Congress declares it to be the purpose of this act to promote the foreign 
policy of the United States by authorizing military, economic, and technical 
assistance to friendly countries to strengthen the individual and collective defenses 
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of the free world, to develop their resources in the interest of their security and 
independence and the nationalinterest of the United States and to facilitate the 
effective participation of those countries in the United Nations system for collec- 
tive security. ; 

However, it must be emphasized that if the Mutual Security pro- 
gram—or any program of international aid and assistance—is to be 
effective in preventing the world-wide scourge of Communist im- 
perialism, it is clear that attention must be paid to the ills upon which 
communism thrives. Military aid must not be used simply to bolster 
reactionary regimes in power—economic aid must reach the rankfand 
file of workers and farmers. We would indeed be pouring American 
money down a bottomless pit unless we see it to that our aid abroad 
does improve the standard of living of these people. 

In Europe—particularly in Italy, France, and Western Germany— 
there is an urgent need for closing the gap between prices and wages. 
Without such reforms, the Communists are all too likely to reap the 
harvest. In other parts of the world, particularly the colonial and 
former colonial areas, Communist imperialism has found fertile fields 
for its nefarious activities because poverty in fact does exist there to 
an appalling degree. Simply granting military aid to the governments 
in power in these areas will not be enough to stop the sweep of com- 
munism there; the working people must actually have a way of life 
they feel is worth defending against Communist aggression. And | 
believe, after meeting, as I said, some thousands of people in all walks 
of life and listening to their stories, very largely through interpreters, 
I am convinced that there are elements, even among these poor people, 
who have hopes and do have desires, and who recognize that something 
can be done if there is cooperation, if there is some assurance in that 
directing in working things out in a progressively helpful and coopera- 
tive manner. 

It is to be deeply regretted that we live in a world where crisis and 
tension abound, where we must gird ourselves with armaments in 
order to stave off a third world wart The tremendous emphasis in 
the Mutual Security Program on weapons for war as against the 
tools needed for positive construction should not obscure the other 
purposes of the program. It can be truly said that without Marshall 
aid, the Red tide would have long since reached the English Channel 
and engulfed large areas of the world. 

We believe that more emphasis than is being given should be placed 
on nonmilitary aspects of the Mutual Security Program. The non- 
military appropriation is but a small fraction of the cost of our own 
national rearmament program. We think that it should be enlarged, 
and we base our opinion on the belief that in many parts of the world, 
a new irrigation pump is equal to a battalion of armed and equipped 
soldiers. Again, in the words of the Foreign Policy Declaration passed 
by the Twelfth CIO Constitutional Convention assembled in Chicago, 
Tll., in November 1950: 

* * * The struggle between freedom and tyranny—between democracy 
and communism, is a struggle for men’s minds, their hearts, and their loyalties. 
We cannot win this struggle—we cannot make freedom secure and build peace in 
the world if we fight communism with guns alone * * *. 

And we may have to do that. But it is true that great ethical 
principles have dynamic powers that exceed and are beyond the power 
of explosives. We reiterate that while it is urgent to build up military 
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strength for the common defense, we must not lose sight of the fact 
that, in the last analysis, peace, democratic free institutions, and 
human welfare can be assured only within the framework of an expand- 
ing world economy. 

For the purposes of long-range economic development, particularly 
in the underdeveloped areas, both public and private sources should 
be channeled into investment abroad. A new Overseas Economic 
Administration is needed to integrate the work of the present agencies, 
including the Export-Import Bank, which are functioning in_ this 
field and to coordinate this activity with the work of the World Bank 
and the United Nations. The old American tradition of help thy 
neighbor paid off because it established better community relations, 
and while it did not obviate the necessity for a local police force, it 
did at least prevent chaos. The same situation can prevail in the 
world at large. 

As always, American foreign policy should be dedicated to positive 
and constructive goals, while we stand ready to defend our free insti- 
tutions and our way of life. 

I think the use of economic power, backing great moral principles, 
will win out in the great struggle for men’s minds and for a stable 
world in which men can live in freedom and peace, and can build up 
their standard of living to something approaching decency. In Asia 
there is great potential of resources that can be developed and tapped, 
and men’s lives can be enriched and made more hopeful and secure. 

Chairman Ricuarvs. Thank you, Mr. Brophy. We appreciate 
your coming here and giving us the viewpoint of your great organiza- 
tion, made up of so many thousands of American working men and 
women, in regard to this program. 

Mr. Vorys. In the point 4 program in this committee, we wrote in 
a couple of provisions which would have made it part of our basic law 
to encourage increase In wage and living standards in other countries. 
We had a dual purpose in mimd. It would be of great benefit to 
people in those countries, and it would also benefit our own workers 
and the industries in which they worked by cutting down the com- 
petition from underpaid workers abroad. 

Mr. Brorny. Very good. 

Mr. Vorys. It was a good idea, but after a bitter fight it went out 
in conference. 

Mr. Bropuy. It has always paid worth-while dividends to stand 
for sound principles. 

Chairman Ricuarps. Mr. Javits? 

_ Mr. Javirs. Mr. Brophy, the CLIO represents workers, very many 
in heavy industry. Do vou believe that your members fear the com- 
petition, either in this country or in the free world, that might come 
if there is greater industrialization in the free world, or greater ability 
to supply consumer goods in underdeveloped areas? 

Mr. Bropuy. I think that more and more people understand that 
we can organize our affairs in such a way that they do not impair 
the standards of those people who have won advanced positions. I 
think that there is a better appreciation of the interdependency of 
people and a willingness to take certain risks, and they do not need 
to be really risks if we make a cooperative approach. I think the 
statement that I have read, as representative of the CIO, is a reflec- 
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tion, a very, very substantial reflection of a point of view of the 
membership. 

I do not think they are afraid of competition. I think they fee! 
that we can maintain our legitimate position and our standards and 
still at the same time cooperate to build up the rest of the world on 
the basis of social justice. 

Mr. Javits. As a matter of fact, we can have even higher standards 
and greater well-being in our country if the rest of the free world is 
better off. 

Mr. Brorny. That is right. But $41 a year average for some 
three-fourths of the population of the world, is no market for anybody 
or anything. 

Mr. Javits. Therefore the low standards of living throughout the 
world have a tendency to drag down everybody’s standards, including 
our own? 

Mr. Bropny. Very true. 

Mr. Javits. That, of course, represents a modern philosophy on the 
part of the great labor federations. What was their point of view in 
bygone years? 

Mr. Bropny. That is true, that in a period when the trade-union 
movement was weak and fighting for a toehold, its position might have 
seemed narrow, looking at it very generally. But now that labor is 
strong, now that labor has more than a toehold, it has a definite 
position in American society, it can afford to look at matters very 
broadly and surely. This is not the time to maintain a rather limited 
point of view that might have prevailed in some sectors of the trade- 
union movement in years gone by. 

Mr. Javirs. Has that same point of view in fact also motivated 
labor in its changed outlook on immigration which it took since 1945 
with respect to displaced persons? 

Mr. Bropuy. We need more understanding about the displaced 
persons immigration. We can afford” to take a more liberal attitude 
than has been the case in years gone by. I think the very fact that 
we have built up labor unions to the extent that we have will permit 
us to take a more liberal attitude on the subject of immigration. 

Mr. Javits. Would you like to add any other to the modern 
fundamental elements of the philosophy of the American labor 
movement? 

Mr. Bropuy. I think it is true that the sense of social responsibility 
grows with numbers and with power. That is, labor is concerned 
with basic questions, basic industrial questions. It recognizes the 
importance of production in support of a good wage; it recognizes this 
increase in production makes possible a program that will work for 
peace; and I think that very generally the labor movement has 
broadened its outlook. It is socially minded to a greater degree than 
in the earlier days when it was fighting for its very existence. It has 
shown a sense of responsibility and accepted citizenship in the fullest 
degree. So that labor has great promise in dealing with not only the 
domestic problems but also with international problems. I just 
came from an International Trade Union Congress in Milan, Italy. 
I left there a week ago Sunday. There were representatives from all 
the free trade-unions of the world. Some of these unions were froin 
countries that had been at war with us. 
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There was a new fraternity developing based upon peace and 
justice, based upon the strengthening of democratic institutions and 
processes, an effort to build up production, to build up and strengthen 
the economies of the countries whose economies had been damaged by 
the war, and a sense of total social responsibility that should be heart- 
warming to those who believe in people doing the right thing in the 
right way for a just cause. 

Mr. Javrrs. i think, Mr. Brophy, it is for that reason that so 
many of us feel that the trade union movement as now developing 
is one of the very foundations for fighting against communism in our 
country and in other countries of the free world. 

In many countries where such a statesmanlike trade movement is 
lacking, there is infinitely more opportunity than there is in countries 
where it is present, for the advance of communism internally. 

Mr. Bropuy. We of the trade-unions oppose communism because 
we love freedom and democratic institutions. 

Mr. Javits. Thank you. 

Mrs. Bouron. May I say something on that? I have tried to 
read everything that I could lay my hands on with respect to the 
Milan meeting, as well as talking with some people from abroad. I 
appreciate very much the work done by your union and by the 
AFL in the work against communism in years gone by, in the Italian 
elections, and so on. It is most heartening to have you express 
yourself as you have today. 

I think all of us feel just what you have expressed, that there is a 
growing sense of responsibility on the part of trades-unions, that it 
is an imperative thing if trades-unions, management, and the people 
are to sit down together and work out together the strength of the 
people and of the world, and they must sit down together if we are 
to build a strong nation. 

Mr. Bropuy. If we have confidence in democratic principles and 
creat faith in it we can overconte totalitarian action, whether it comes 
in the guise of labor, as Communists present it, or in any other form— 
we can Overcome it provided we are true to our own democratic 
ideals and principles. 

Mrs. Botton. We must find ways for deeper understanding of 
each other. 

Chairman Ricnarps. Thank you very much, sir. I want to say 
to the members of the committee that we have a very important meet- 
ing tonight. I do not believe it will last over an hour. 

We will recess at this time until 7:30 this evening. 

Whereupon, at 4:55 p. m. the committee adjourned, to reconvene 


Lo A 


at 7:30 p. m. the same day. 


NIGHT SESSION 


The committee met in the House Foreign Affairs Committee Room, 
the Capitol, at 7:30 p. m., the Honorable James P. Richards (chair- 
man) presiding. 

Chairman Ricuarps. The committee will come to order, please. 

Ladies and gentlemen, we will continue the testimony on the Mutual 
Security Program. Our witness tonight is Clarence Streit, of the 
Atlantic Union Committee. 
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Mr. Streit, do you want to make a preliminary statement of your 
connection with the Atlantic Union Committee, or proceed with your 
testimony? 


STATEMENT OF CLARENCE K. STREIT, ONTARIO APARTMENTS, 
WASHINGTON, D. C. 


Mr. Srrerr. Well, Mr. Chairman, I would like to make a prelimin- 
ary statement. I understood I was testifying on the Mutual Security 
bill as a citizen who served many years as a correspondent of various 
American papers in Europe and the Near East and Africa. 

Could I condense this as I go along? I had to make it hastily. 

Chairman Ricuarps. I think maybe you could condense it and put 
the whole statement in the record. And there may be some questions 
we May want to ask you. 

Mr. Srreir. Shall I proceed? 

Chairman Ricuarps. Yes. 

Mr. Srrerr. I wish to testify on the Mutual Security bill as a citizen 
who served many years as the correspondent of various American 
papers in Europe, the Near East, and North Africa. The last 10 
years of this period I covered the League of Nations and the disarma- 
ment conferences for the New York Times. 

This experience led me to write a book, Union Now, dealing with the 
basic problem the bill before you tackles. 

I also speak as one who recently returned from a crowded 3-month 
trip to nine European nations: Britain, France, Switzerland, Western 
Germany including Berlin, Belgium, the Netherlands, Denmark, 
Norway, and Sweden. 

How crowded that trip sometimes was may be seen from the fact 
that on my last day in Paris I talked with General Eisenhower; 
President Auriol; Vice Premier Pleven; Jean Monnet; Edouard 
Bonnefous, chairman of the National Assembly’s Foreign Affairs 
Committee; General Billotte, right-hand man of General de Gaulle. 
I met with a group that is organizing a French Committee for Atlantic 
Union, and then I spoke extemporaneously in French for about an 
hour at a night public meeting. 

Among the others with whom I had previously talked Atlantic 
Union were the British Foreign Secretary, Herbert Morrison; the 
Conservative leader, Lord Salisbury; Arnold Toynbee; former French 
Premiers Herriot, Bidault, Reynaud, Ramadier, Mollet; Dutch 
Foreign Minister Derk Stikker, who is president of the Council of 
Europe; former Belgian Premier Spaak, who is president of the 
European Consultative Assembly; President Van Cauwelaert of the 
Belgian Chamber of Deputies; Foreign Ministers Lange of Norway 
and Petitpierre of Switzerland; ex-Premier Sandler of Sweden; Walter 
Hallstein, Permanent Secretary of the West German Foreign Office; 
Heinrich von Brentano, head of the German Catholic Party; the 
French and American High Commissioners, Francois-Poncet and 
John J. McCloy; the French and American Atlantic Council members, 
Herve Alphand and Charles Spofford; Ambassadors Bruce, Gifford, 
Murphy, Chapin—but I will exhaust you before I exhaust the list. 

For I saw 34 top-level statemen, plus 71 diplomats, including 9 
ambassadors and 40 United States diplomats, plus 53 labor, socialist, 
and trade union leaders, plus 48 Conservative, Liberal, Catholic and 








THE MUTUAL SECURITY PROGRAM 1053 


other party leaders, plus 34 European business executives, plus 26 
eminent scholars, plus 121 editors and newspapermen—387 persons 
in all. 

I also addressed 32 groups in 7 countries, in all about 2,000 persons. 
These figures will indicate the basis on which I give my views. 

I strongly favor adoption of the Mutual Security bill with no cut in 
the aid it provides, but I would urge as earnestly as I can that it is not 
nearly enough to achieve the purpose. 

I would say of it what I said on earlier occasions when Congress was 
considering approval of the United Nations Charter, the British loan, 
Turko-Greek relief, the Marshall plan, the Atlantic Pact, and the 
Mutual Defense Act: it is a step in the right direction but it is not 
nearly enough to do the job the American people want done: to end the 
menace of dictatorship without another war, and without living for- 
ever on the edge of war. 

Events have proved that each of these steps was at bottom merely a 
time-gainer. At each step some of us urged that the time gained be 
used to explore the possibility of doing the job the American people 
want done by federating the Atlantic democracies in a union of the 
free modeled broadly on our own Constitution. 

Congress has not vet even begun to explore this way out, though an 
Atlantic Union resolution, House Concurrent Resolution 26, calling 
for a Federal convention of the sponsors of the Atlantic Pact to make 
this exploration, is now before Congress with, I am glad to say, the 
support of many members of your committee. 

Not only has each proposal put before you proved merely a time- 
gainer, but the time gained has been used so far only to prepare 
another time-gaining proposal. At first it cost us only money, though 
more and more billions, to buy time. Those were the years of the 
British loan and the Marshall plan. 

But since then we have been buying time not merely at still greater 
cost in money but with American lives. Who will say that we shall not 
have to pay still more in future, if we do not mend our ways and use 
this precious time to prepare something more than stopgaps? 

And so I would urge that you couple or follow up the passage of 
this Mutual Security bill with prompt adoption of Atlantic Union 
resolution. I would like to give you a few reasons why. 

More important, perhaps, than anything said to me by European 
statesmen or Americans serving in Europe was the better perspective 
I think I gained abroad of the great debate and of the problems General 
Eisenhower faces over in Europe. 

General MacArthur is right, I think, in insisting that the adminis- 
tration provide a reasonable plan for winning the world-wide struggle 
with communism, some hope of victory in the foreseeable future. 
General Marshall is right, I think, in insisting that the MacArthur 
plan does not provide that hope. 

But what does General Marshall offer as a plan for winning soon, 
and without war, our world-wide struggle with dictatorship? At 
best, what is this administration plan but the old policy of contain- 
ment, which with all the good it has done, has already led us from 
nonmilitary aid to Greece, through the Berlin airlift to the Korean 
War, from crisis to ever more perillous crisis? 

_ Certainly among its fruits have been heavier taxes, inflation growing 
like cancer, military service extending, world war coming nearer a 
nearer. 
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In holding that we cannot hope to remove the world Communist 
menace by a policy of merely resisting aggression, General MacArthur 
is right. The administration, it seems to me, concedes this major 
point when its spokesmen keep telling us—and how often we hear it- 
that we must prepare for some 30 years of world tension. 

In other words, they offer us nothing better than everincreasing 
taxation, evergrowing debt and inflation, ever greater military sacri- 
fice, more and more and more and more—30 years more—of living as 
we do now, on the edge of world war. 

Three points are essential in any strategy that would win this 
struggle for freedom without anotber general war. 

First, such a strategy must be based primarily on the free Atlantic 
community. 

Second, it must unite that community in the strongest way. 

Third, it must, above all, unite and arm the free, not just materially, 
but morally, with a powerful idea. 

It must be based on the Atlantic if only because 97 percent of the 
people who have practiced individual freedom for even 50 years live 
around the North Atlantic. About half of them live here in the 
United States and Canada, the other half in Western Europe. We 
cannot save freedom by sacrificing half of the freest people on earth. 

The American people recognized this when they decided to invest 
$16 billion in Western European recovery. They recognized it when 
they followed this up with the Atlantic Pact. The ECA has done 
wonders under the wise guidance of Paul Hoffman. 

One of the things that most impressed me in Europe was the 
astonishing degree of recovery already achieved. It could not have 
been done without our aid. Still less could it have been done without 
Europe and the Europeans, without land of such resources, without 
people of such resourcefulness, education, skill, vitality, freedom. 

What impressed me even more than our aid to Europe was the 
strength of Western Europe itself, its intrinsic strength. The essen- 
tials of that strength are the people, their freedom, their knowledge 
and skill, therr‘land, their small towns, their great cities, their factories, 
means of communication, their renowed universities and schools. 
Relatively little of their strength viewed as a whole was destroyed by 
the war and much of the destruction has been already repaired. 

The people—there are now more Europeans in Western Europe 
than before the war. They have lost none of their liberties; they 
have gained in freedom. I call it a gain when women now can vote 
in France, and that no one lives in terror now in Western Germany. 
In some important respects they still know more than we, and are 
more skillful, just as we surpass them in other important ways. 

Their land has hardly been scarred by the war. Flying over it as 
I did, one can see pockmarks here and there made by bombs that fell 
in the fields, but you have to look carefully to see such scars; vou 
cannot help but see that almost every acre is under careful cultivation. 

The destruction we associate with war was mostly in the cities, 
ports, factories, bridges. I saw some appalling examples, especially 
the German cities, as you no doubt have seen. 

But I also saw many great cities that came through with little 
damage: Paris, Lille, Brussels, Amsterdam, Copenhagen, Oslo. And 
even in Germany the small towns and villages seem to have escaped; 
generally speaking. 
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The factories, railroads, bridges, mines—they suffered the most. 
But here too, even in Germany, many escaped. In general, the 
damage was such that only a few billion dollars were needed for 
Europe to surpass in a few years its prewar production. 

The great network of paved highways in Europe remains intact. 
So, too, is one of its greatest assets, its amazing, teeming network of 
inland canals and navigable rivers. As for such ancient places of 
learning as the Universities of Oxford, Paris, Brussels, Amsterdam, 
London, I can testify from personal knowledge, having spoken in most 
of them, that they were spared by the war. 

We have heard too much about what the war destroyed in Europe, 
too little of the essentials that survived it, too little of the fact that 
its capital installation still far surpasses that of any other equal area 
on earth save our own. We have heard too much about Europe be- 
ing bankrupt, too little about the sterling qualities of our fellow 
freemen in Europe which allowed them to come so well through an 
ordeal such as we have never yet had to meet here at home. 

And so while the great debate centered American attention on 
Korea, I returned from Europe with a new respect for its unique 
importance to freedom. 

Where, I ask you, where on this planet could we have gained so 
soon with so few billions such remarkable results as the ECA has 
already produced in Western Europe? In other continents where we 
would have had to build even the roads, build even the schools that 
teach ABC? Where else on earth could we have strengthened the 
forces of freedom so much at so little cost? 

I come from the West. I was raised in the Rockies. As a transit- 
man I have made the first surveys ever made of many square miles 
of public land in Montana and Alaska, working for the General Land 
Office. I know what it means to be in a land where everything is 
yet to be done, where there is not even a trail, a wilderness where 
people are few. 

I love that kind of country as I do no other, but it has taught me to 
appreciate how much work has already been done in Western Europe 
by generations and generations of men, and what a wealth of quick 
assets freedom already has there. 

We Americans needed more than a hundred years to give our land 
the people and the plant that have made it so powerful. We drew 
the great bulk of those people and most of the original capital from 
Western Europe. 

We ceased being a debtor to Europe because of the wars it suffered 
onits soil. But now that we have helped restore European production 
and made it all the more a prize for Stalin, it would be folly to leave 
this prize weakly defended. 

I come back to the point I made No. 1: Any plan that honestly and 
intelligently aims to win for freedom without world war—and without 
making our generation wait tensely through 30 bleak years—any such 
plan must be based on the Atlantic, and not elsewhere, because the 
other half of freedom’s world is Western Europe. 

Now for point No. 2: Any such plan must seek to unite freedom’s 
two halves in the strongest way. 

Does anyone really believe we can otherwise win this world-wide 
struggle in a few years without world war? 
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Well, how is our Atlantic community now united? We have the 
Atlantic Pact, and the Atlantic Council, and General Eisenhower 
and his Atlantic Command. 

We have an Atlantic set-up whose structure is as undemocratic 
as it is unworkable. In creating it we have done something unheard 
of in this country, or in any other democracy. We have established 
a military command without constituting any effective civil govern- 
ment to control it. Fortunately, General Eisenhower is a thorough- 
going democrat—with a little “d.” But that does not make our 
Atlantic set-up a democratic one, let alone workable. 

The Atlantic Council is the nearest thing to a political authority 
to which General Eisenhower can now turn. The present treaty 
limits the Council to power merely to “recommend” action to each 
of the 12 governments now represented in it. Unanimity is needed 
even to recommend, and each has an equal vote, the United States 
and Luxemburg. 

An eminent man in position to know first-hand told me in Europe 
that dealing with the Atlantic Council is “like being in a boat in the 
Atlantic Ocean without any oars and without any helm.” 

“Right now,” I was informed authoritatively in Paris where 
General Eisenhower has his headquarters, “the Atlantic Council 
can’t settle such a smal] question as apportioning among its members 
the expense of General Eisenhower’s staff. What are they going to 
do when they have to apportion the expense for cannon, soldiers, 
planes?” 

An effective political authority cannot be provided without a new 
Atlantic agreement. The problem is one of setting up adequate 
democratic executive, legislative, and judicial authority, responsible 
to the people who are providing the soldiers. This is a constitutional, 
not a diplomatic problem. It is the kind of task the Atlantic Union 
resolution would tackle. The longer the United States delays in 
thus tackling it, the more we undermine freedom’s great asset— 
General Eisenhower. 

It does not take one long in Europe to understand that he is the 
one man who is capable of weaving the tough but tangled threads 
of democracy into a powerful Atlantic life line. Yet today he is in 
danger of being damned if he does and damned if he does not. 

If he does make political decisions he risks suffering General Mac- 
Arthur's fate, but if he does not enter the domain of civil authority, 
essential decisions, as things now stand, will not be taken in good 
time—and the general risks being blamed for disasters that follow. 

There is good reason to believe that General Eisenhower was sent 
to Europe in the hope that through the magic of his personality he 
could get the good results from NATO that he did from the wartime 
alliance. In other words, it was understood his own role would be 
more political and diplomatic than purely military. It seems to have 
been overlooked that this assignment was far harder than the previous 
one. He has to achieve results now without war’s pressure for unity 
and action, and without even a de facto civil authority, such as the 
Roosevelt-Churchill team, to back him up. 

General Eisenhower, one can be certain, quickly felt the fears roused 
in Europe by the MacArthur affair. Nor can he fail to realize that 
his present position and relation to the White House are quite differ- 
ent from that of General MacArthur in Korea. Because the troops 
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in Korea were mainly American, the White House could supply the 
civil authority which the United Nations Security Council could not 
effectively provide. But the troops under General Eisenhower as 
Atlantic Commander, instead of being predominantly American are 
to be predominantly European. 

There is good evidence that after the MacArthur affair General 
Eisenhower leaned backward to confine himself to the purely military 
side of his office. And so indispensable work on the political and 
diplomatic side which it was hoped he could push forward despite the 
defective Atlantic set-up lagged even worse than before. 

We owe it to democracy, and to General Eisenhower, to back him 
up with an effective democratic Atlantic government. This essential — 
to success cannot be provided quickly. We do need to buy time to 
provide it. But while we delay to tackle this constitutional task, we 
are wasting the time that the administration has been buying in 
Korea at such cruel human cost. The one goal that justifies such 
sacrifice—world victory for freedom without world war—requires this 
precious time to be used for much more than arming. The arms will 
be of little avail if the Atlantic community has no effective government. 

So long as the two halves of the democratic world do not trust each 
other and their own principles enough to tackle the task of constituting 
that government, so long as statesmen are too ‘“‘practical” to begin 
using this way the time they are buying with the blood of young men 
in Korea, we are not going to awe Stalin into keeping the peace, or 
develop the revolutionary mora! power that can overthrow his dic- 
tatorship from within. 

To win without world war—and without being bled white through 
30 bleak years—we must (I repeat point No. 2) unite the two halves 
the strongest way. That means we must unite them organically. 
What American will deny that the strongest way to unit sovereign 
democracies organically is through federal union? That is the way 
the people of our own 48 States are united. 

Let Congress take no more chances on doing too little too late. Let 
Congress follow up this Mutual Security bill by passing promptly the 
Atlantic Union resolution which calls for a federal convention this 
year to explore with other democracies how far we can go in con- 
stituting now that kind of union. 

Through that kind of union we can win without war. Let me give 
you some evidence from Europe on that. I asked several Germans- 
one of them fought at Stalingrad—if they thought Moscow would 
attack if we made that kind of union. They all answered substan- 
tially this: “Such an Atlantic Union would be so strong that there 
would be no further danger of war.’’ Those men could not afford to 
guess wrong. They would pay with their lives-if the Red Army 
moved forward. They live in the American sector in Berlin, where 
the Red Army needs only suddenly cross an unguarded street to take 
their lives. You have no doubt crossed that street, as I have, and 
gone into the Soviet sector and back. 

Through Atlantic Union we can win without 30 tense years of 
ruinous taxation. An eminent man in exceptional position to speak 
told me in Paris: “I believe if we got effective political union in the 
Atlantic, we could cut our defense costs in half.” 

I reported that statement to another eminent man in Washington. 
He studied it, and then he concluded: “Yes, I suppose we could cut 
our costs by half if we formed a real United States of the Atlantic.” 
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We Americans alone are spending this year, I understand, $50 bil- 
lions on defense. The Government, I hear, plans to spend $70 billions 
on it next year. How much more will it be spending in the fifth, the 
tenth, the twentieth year of those thirty tense years? Think of 
saving $25 billions the first year, $35 billions the next, incalculable 
billions the following years. Think of the roads, the schools we 
could then help Asia to build. Think of saving all the lives we would 
save by winning without world war. Think of the golden age we 
can enter by being ourselves the men and women who had the courage 
to unite both halves of the Atlantic in one great union of the free. 

Is it not worthy of being explored? Dare we continue buying time 
with other men’s guts if we have not the guts ourselves to use that 
time now even to explore Atlantic Union? 

I come to my third and final point: Any strategy that would win 
this struggle without war must above all, unite and arm the free not 
just materially, but morally, spiritually, with a powerful idea. 

When you examine the bill before you from this standpoint, its 
inadequacies become prarbly dangers. To rely, as we do with it, 
on money and material alone, can be worse than money and weapons 
wasted. 

If anyone thinks that alliances fail only among autocracies and 
can be relied on when a democracy pledges its word, I suggest that 
he reexamine the history of the last 200 years, beginning with the 
alliance our own 13 States formed among themselves under the Articles 
of Confederation and their alliance with France. I would refer him 
also to the section on ‘‘Morale,’’ pages 8 and 9, of the pamphlet giving 
basic data supplied by the executive branch on the present bill. 
There the executive gives some reasons why it is harder to hold to- 
gether under freedom than under autocracy. 

We must take no chances—but look at the chances we are taking if 
we fail to accompany this bill with an effort to bind the Europeans to 
us by the most powerful of political and moral bonds, federal union. 
When I returned to Europe this year I had not seen it since 1938, 
before the war. A thing that struck me immediately was that the 
standard of living of the British and French people—to say nothing of 
the Germans—was distinctly below their prewar standard. All the 
reports tell us—and them—that they are now producing more than 
they did in 1938. The basic data of the Executive stress this point, 
find it “inspiring,” but skip suavely over the human fact that the 
producers are still worse off than they were. The nearest the basic 
data come to recognizing it is this gem of gobbledygook on page 14: 
I quote: 

There has also been some persistence in segments of the free European peoples 
of attitudes retarding rearmament. These include: Reluctance to postpone 
indefinitely, through large sacrifices for a stronger defense, the fulfillment of hopes 
and expectations for a better standard of living after a long period of want 
and frustration * * * 

I would like to quote what U. S. News and World Report says in its 
current issue, July 17, 1951, on that subject: 

In plain language United States experts say that practically the entire French 
defense program has been financed out of the living standards of the lower-income 
groups. 

The groups, I might add, that are going to furnish the soldiers. 
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We Americans are obviously hoping now to gain a better standard 
of living than we have ever had, despite the burden of Korea and 
rearmament. But suppose we had had the war on our soil, had 
suffered as the Europeans have, and then after 12 years of this were 
told we were producing more than in 1938—and needed only look at 
the supper plate, the wife’s dress, the shabby house, to see we had 
not yet regained even our previous standard of living. 

Suppose we were working hard all day producing good clothes 
which we used to wear ourselves, but could no longer buy; they were 
reserved for export to rich Europeans so that our country could over- 
come the pound and france shortage. And then suppose our hopes of 
regaining our old level of life were “indefinitely postponed,” to quote 
the Basic Data phrase, by those rich Europeans threatening to cut 
off their aid to us if we did not shift more men, materials and plants 
to rearmament to help them fight the Communists. 

Our generals and diplomats apparently do not think such human 
facts important as regards a security program. Well, I do. 

I think Aneuran Bevan, who is already exploiting this situation in 
Britain, is no fool in politics, but 1 am not so sure about those among 
us who are doing nothing realistic to meet this situation. 

The wonder to me is not that the Communist vote has fallen so 
little in France, but that it has not risen. When I consider the living 
conditions of the people there, as | found on my return, I think their 
resistance to communism is proof their individualism is deeply rooted, 
and that freedom appeals to them strongly. But they and even the 
British are human. It is idle to suppose that Atlantic rearmament can 
continue long on the present alliance basis without inflation striking 
their standard of living even worse than ours. 

Well, then, what then of the arms they have, and the bases on which 
we are staking our security—while leaving all this to depend on a mere 
alliance between governments? ‘Theirs retain all the national sover- 
eignty ours insist on keeping, and they can change those governments 
with an election, or as in Czechoslovakia. 

Wherever the blame may lie, the net result of United States policy 
in China was to arm communism in China with American arms. I 
would put on the record now the belief that if we fail to shift the basis 
of our security in the Atlantic from alliance to federal union, we shall 
see the day when many of the arms we send to Europe will also be 
used against us by communism, after perhaps an interlude of 
neutrality. 

Armed power, money power, material power—put together these 
are not enough, and left alone they are a fearful danger to those who 
rely on them. We must arm the free with political, moral, spiritual 
power or we perish. 

Who is to arm us with a powerful idea? 

The Defense Department? That is not its side of the security 
problem. 

The State Department? The White House? These have a respon- 
sibility in this field, and it seems evident to me that they are not dis- 
charging it. They seem to rely mainly on arms. If they were as 
active and productive in developing the political and moral side of our 
security as Secretary Marshall and Charles Wilson are on the arms 
and material side, how much brighter the outlook would be. 
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But Congress has its responsibility, too. Before there was a State 
Department or White House, there was Congress. From it came the 
reat Declaration of free principles of government that brought 
5 te a Von Steuben and many others to Valley Forge—to fight 
with us for liberty when about all we had was moral power. And 
when the victory thus won for individual freedom was threatened by 
the chronic fatal malady of all alliances, by the sovereignty each of the 
13 States insisted on retaining at the sacrific of the life and liberty 
of the citizens—when the free faced on a continental scale then the 
problem we face on an oceanic scale today, it was again Congress that 
called the Federal Convention in 1787 to explore whether something 
better than alliance and league could not be found. The result was 
our present Constitution, the creation of the Federal Union system 
under which freedom has grown so strong. 

Here is the great idea we need. Freedom alone is not enough. 
Freedom without union is anarchy, just as union without freedom is 
tyranny. The great American idea is, in the words of Webster, 
“Liberty and Union, now and forever, one and inseparable.’ 

It is not enough to urge union on the Europeans. Every time we 
urge on them what we refuse even to try to do with them, we lose in 
moral power. We may—though this is very doubtful in my judgment 
thus get the Europeans to federate, but we shall not thus solve our 
security problem of binding them strongly to us, morally and 
politically. 

More than one European statesman pro'rinent in efforts for Euro- 
pean Union at Strasbourg told me that ‘‘Atlantic Union is the only 
way to keep these efforts from proving vain; it would greatly help 
them to bear fruit.” 

“We need Atlantic Union,” a famous European diplomat. still in 
active service said to me, “‘not only for military and economic defense, 
but for moral recovery, to capture the imagination of the sorely 
tried people of Europe, to fire them with new hope as only a bold 
idea can, and above all to give Europe’s young people the faith in the 
future they are hungering for. Europeans are now very receptive to 
the idea of international federation, but Strasbourg is discouraging 
many, and there is a great danger of the old evils of nationalism re- 
turning as Germany grows stronger.” 

A former French Premier said to me: ‘‘We must not forget the 
people behind the iron curtain, where communism’s deadening yoke 
is settling down.”” And 7 might interject there, I spent many years 
as a newspaperman covering that area of Europe—Czechslovakia, 
Hungary, Vienna, and the Balkans, and so I know whereof he speaks. 

He continues: “I have a feeling that time is slipping through our 
hands. Atlantic Union now could unleash the revolutionary force 
needed if those people are to free themselves.” 

I wish you could have heard the tone in which a very influential 
Belgian statesman said to me: “Don’t let another year go by without 
adoption of the Atlantic Union resolution, or it may be too late.” 

I found, of course, many shades of opinion in Europe with regard 
to the Atlantic Union resolution, but the net result was very favorable. 
Among the doubts expressed, the most widespread and significant 
was that Congress would ever adopt this resolution. That the 
United States should thus offer even to explore federal union with 
them—though the Atlantic Union resolution involves no greater 
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commitment than exploration—seems to many Europeans too good 
to be true—‘“a fairy story,” as one statesman witsfully said to me. 
That shows how its adoption would electrify Europe and arm us 
with a powerful, morale-making idea. 

For Atlantic Union to change from fairy tale in Europe to the next 
great achievement in American history depends now on Congress, and 
first of all on your committee. It is for Congress to arm us morally 
as well as materially, and nothing can prevent Congress but Congress 
itself from doing this. I trust your committee will decide promptly 
to follow up this hearing on this Mutual Security bill with a he aring 
on the Atlantic Union resolution which alone can make that security 
secure. 

Chairman Ricnarps. Thank you, Mr. Streit. You are a very 
persuasive W itness. 

I remember some years ago when I think you, more than anybody 
else, initiated this idea. Some people called it a dream. You were 
a voice crying in the wilderness then, more or less, but you have a lot 
of powerful people supporting you now, people like Justice Patterson, 
formerly Secretary of War; and a former Justice of the Supreme 
Court of the United States, Mr. Roberts; Will Clayton, formerly 
Assistant Secretary of State for Economic Affairs; and a lot of other 
people. 

It is a very entrancing idea. I do not know whether it would work 
ornot. If you want to, you can start it off by having the resolution 
prepared and getting together and deciding the first step to put into 
effect. 

A few years ago nobody would have ever dreamed that the North 
Atlantic Pact would have ever been put into effect. I want to tell 
you that I enjoved your testimony here tonight. 

Mr. Vorys will proceed under the 5- -minute rule. 

Mr. Vorys. Mr. Streit, your statement is a devastating criticism 
of what we are doing now, and I know we are all looking for a chance 
to do something better. 1 was particularly struck with your statement 
on page 7, about saving of ‘$25 biilion the first year,” through your 
plan. 

The Atlantic Union countries have a gross national production of 
$102 billion as opposed to our $330 billion, we are proposing to spend 
$66 billion on armament, including what we are spending for over 
there. And of course their taxes will average fairly high, not as high 
as ours, but they produce no such sum. 

Nelson Rockefeller pointed out, for instance, that our proposed 
expenditures for defense were more than the gross national production 
of Britain. 

I wondered if you would sketch out how we would save this $25 
billion the first year. 

Mr. Srrerr. That was the statement made to me, as I said, by a very 
eminent man. It was the last thing he said as we were at the door; 
I do not know what his reasons are. I am sorry I cannot identify 
him. But his position was such that I gave it the weight that I did 
there. 

There are a number of ways in which it is obvious, it seems to me, 
that we could save considerably by establishing a common union, a 
common defense force. We would save increasingly in the way of 
standardization. You cannot standardize, of course, overnight. 

&5708—51——68 
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None of these things can be done overnight, but we can get ourselves 
started at it at this critical time when we are starting to organize an 
army in the Atlantic. We can either organize it as we are now, in a 
mold, that is of each nation, as the United States News reports we 
are actually doing in the very excellent article I cited and would recom- 
mend to everyone: “Twelve Bosses Mess Up Eisenhower’s Job,’’ 
it is entitled. Each of these nations is now arming on its own basis. 
There is little we can do on standardization, while things crystallize 
on the national basis. 

By starting in on the other, the union basis, we can begin really 
to save by standardizing. The sooner we move over to a union defense 
force, the sooner we begin, moreover, saving by avoiding duplication 
of all sorts of weapons, and the sooner we save through our being cer- 
tain—and each country in the union being certain—that we can count 
on the rest. 

I think that one of the most costly factors at the present time in 
armament, is the fact that each nation retains the right to interpret 
the alliance as it sees fit. Each one knowing what happens in those 
circumstances, having seen in history what has happened to alliances, 
they must keep a pretty large margin for safety, for the sad event in 
which some ally interprets the treaty to suit itself, or that some ally 
decides for one or another reason not to carry it out at the showdown. 

For example, take the case, that some ally decides we cannot use 
its bases. For that case we would have to have a big aircraft carrier 
and other things of that kind in reserve, and it seems we have decided 
to build that big aircraft carrier. That sort of expense could be 
cut down by units. It would be unnecessary. There are many 
other ways than that, but I would put as most important that we 
would have an increasing certainty that we would be together. 

Now, there is the msec) Bie! of the military expense which depends, 
of course, on the national income or national product, whichever 
way you want to put it. This union would increase this enormously, 
it seems to me—and that is the view of Will Clayton and others who 
are more of an authority on that than I am. It would increase the 
national production of these union countries as a whole just as the 
establishment of our own Union has enormously increased production 
in our 48 States and made it possible for us to have a far greater 
income than all the countries over in Europe put together. Increasing 
their production would increase production over on our side as well. 
The whole level would be raised and the amount we are spending on 
defense would be a smaller proportion of the total income of the Atlan- 
tic democracies than now, which would be another great saving. 

Mr. Vorys. We have been through figures a great many times in 
executive session. Certainly I cannot reveal them, but I mentioned 
some that we could. There is nothing in the testimony that we have 
had in this field of economic and military aid, and some of us have 
been comparing it to what we have been spending, that would come 
anywhere near that figure of a possible $25 billion saving. There is 
no increase that we have had brought before us for Europe that would 
come anywhere near creating a tax base that would cover that. So 
J wondered if you had some information that we did not have. 

Mr. Srrerr. Well, I have no official information that you do not 
have. I was quoting a statement of one who I can assure you | 
believe is in a position to know. Until the administration is ready 
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and until the Congress is ready to pursue a union plan, I would not 
expect that while they have to build up defense on this other system 
of alliance-——I would not expect the proponents of that alliance system 
to come before you with the figures of what might be saved by a 
union until they are ready to take that step. 

Chairman Ricnarps. The gentleman’s time has exp red. 

Mr. Gordon. 

Mr. Gorpon. Mr. Streit, I certainly listened attentively to your 
statement, and it was very interesting to me. I believe it is a great 
contribution to the bill we are working on. 

I have no questions at this time. 

Chairman Ricuarps. Mr. Javits. 

Mr. Javits. Mr. Streit, | too am deeply interested in your statement. 
I was interested in some of vour ideas, such as the idea of a federation 
on a world basis and the idea of a veto in the United Nations. 

I would like to know from you whether you think if we did this now 
under the forced draft of defense anxiety, if it would not similarly 
produce a federation or a union on the part of the Communists and 
that they would react by uniting China and all the vast territories with 
the 800,000,000 people that they have their hands on right now? 

Mr. Srrertr. I do not see how they can unite any closer than they 
are already, for all practical purposes. 

Mr. Javits. Do you feel that we would, by making an all-white 
union, as it were, be excluding ourselves from an opportunity to go 
further and bring in colored people and underdeveloped people, and 
that we would be sort of debarring them out of a club if we went ahead 
under this foreed draft with this proposition now? 

Mr. Srrerr. It does not seem to me, Mr. Javits, there would be any 
such danger now; not any more than we have under the present 
alliance. We are concerned here with the same group of countries 
that are in the Atlantic Pact. What I was proposing is we couple up 
the appropriations for mutual security in that area with an exploration 
of the possibility of changing the Atlantic political set-up, of backing 
up General Eisenhower with an effective federal democratic govern- 
ment in that area. It is the same group of countries either way you 
shape it. 

It would not seem to me we would incur any greater danger. I 
would think we would lessen the present danger considerably because 
we would certainly make a considerable saving and get more defense 
at less cost, and then we would be in a better position to carry out a 
point 4 program with these undeveloped countries. 

I think it is highly essential that we should do that. 

Mr. Javits. I must say I rather go along with my colleague, Mr. 
Vorys. I think it is a little hard to see where we would get much more 
defense at less cost unless it is your theory that the Atlantic Pact 
countries do not trust the Atlantic Pact declaration that we will 
defend them to the last breath, as we expect they will defend us. 
Do you think they will trust us more if we had a union and that then 
maybe they will have more will to fight and throw more resources of 
morale into a fight, that is one thing. Other than that I feel very 
strongly about the Atlantic Union—I rather think most of us do—as 
a step very much in the right direction, but it does seem to me it is 
claiming a little too much for it to assume that it will have the enor- 
mous impact, except—and that is what I would like to hear you on 
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very much—except on the basis of what is in men’s hearts, which is 
perhaps far more important than the guns, and money, and the pacts. 
That is what I hoped you would give us a word on. 

Mr. Srreir. | tried to stress that in my third point, that all the 
money we spent and all the arms we give to other countries would be 
worse than useless if we had not tied them to us tightly politically and 
militarily. We cannot do it politically except on the moral side, too. 
As long as we retain the alliance basis, we retain a basis whereby we 
as well as they can step out at any time. We need only read the 
history of all these alliances to see what happens. : 

If any of you can cite to me any alliance in our lifetime, or before 
that, an alliance, that is, a peacetime alliance, that served the purpose 
of preventing a world war, or even winning it, | would lke to hear of 
it. If you do not find in history many cases where allies interpreted 
their solemn agreements to suit themselves when it came to a show- 
down, I would be very much surprised. 

Consequently, it would seem to me an extremely dangerous policy 
for us, or for any other democracy, to rely implicitly on an alliance 
between sovereign governments. ‘ 

Mr. Javits. I think my time is up, Mr. Chairman. 

Chairman Ricuarps. Mr. Carnahan. 

Mr. Carnanan. Mr. Streit, I listened with a lot of interest to 
your very challenging statement. I feel that this committee should 
give consideration to the Atlantic Union resolution. 

Mr. Srrerr. Thank you. 

Mr. Carnawan. I just have this one question. Do you feel that 
the adoption of the Atlantic Union resolution by the Congress would 
carry no greater commitment than mere exploration? 

Mr. Srrerr. I certainly do. I think that is the only commitment 
involved there. 

I have been advocating this, as the chairman was good enough to 
say, for a number of years, but I would certainly reserve my own 
right to oppose the results of this convention if | did not think it was 
the best result. My own thought is the convention result would 
probably be too weak. It may well be too week to suit my judgment 
as to what is necessary at the time it is made. 

I would retain the right to reject such a result. Since I would 
want to retain that right, | would want everyone else to, and so I 
stress that this is an exploration to see what we can agree on. The 
result, how far it would go, or how strong it would be, or how weak it 
would be, is something none of us can foresee at the present time, nor 
the conditions obtaining in the world at the time when the convention 
meets. 

My own guess is, we are going to face still worse surprises in the 
future, than we have had, and that in those circumstances it will be 
highly prudent that we have somebody exploring this union. 

If | am wrong, and if the Atlantic Council can turn out to. work 
better than I said it was working—or if the world situation improves 
well, then this convention is then going to move very slowly, I would 
expect. It seems to me all that one can prudently and reasonably 


do at the present time is to decide to explore what we can work out 
on our Federal basis with these countries and not anything beyond 


that. 
Mr. Javits. Have I time for one more question, Mr. Chairman? 
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Chairman Ricnarps. Yes, vou have. 

Mr. Javits. What would be the relationship of such a union to 
the United Nations? 

Mr. Srreir. Once made, the relation of that federation to the 
United Nations would be, broadly speaking, either that of our own 
federation, the United States of America, to the United Nations, or 
that of the Canadian federation to the United Nations. That is, the 
Union would be a member there, I would assume. 

Mr. Javits. That is all, Mr. Chairman. 

Chairman Ricwarps. Would it be just another regional arrange- 
ment under the authority of the United Nations? 

Mr. Srrerr. It would not be under the authority of the United 
Nations i in anv way, Mr. Chairman. 

Chairman Ricuarps. If it was what you wanted, it would be within 
the United Nations. 

Mr. Srrerr. Oh, very decidedly. I believe we should uphold the 
United Nations. I believe it is the best way of obtaining universal 
coordination at the present time. We must have some universal 
organization. 

Chairman Ricwarps. Mr. Herter. 

Mr. Herter. Mr. Streit, you made a very eloquent statement 
here and one very apropos of the resolution a good many of us have 
been supporting to carry out the exploration you want. But, as vou 
visualize that exploration you do not necessarily see a complete 
federation in all respects as being the immediate outcome, do you? 
There may be intermediate steps where bit by bit a nation would 
be willing to give up a part of its sovereignty to a monetary union 
or some form of united command that actually has authority to func- 
tion, because certainly the one you are speaking of does not have the 
authority to do so at the present time. 

Am I correct in my assumption? It does not necessarily mean you 
have to go whole hog at once in an exploratory process? 

Mr. Srrerr. Exactly. I think it would be absolutely necessary 
that there be certain transition measures in the field of defense, 
economics, monetary, or whatever you will. These things we can 
make the decision to federate in a convention. We can federate some 
of them afterward, but whatever we decide, it is going to take a con- 
siderable time to carry the decisions out. That is also true the meas- 
ures you take in establishing an Atlantic Army or an Atlantic Pact are 
concerned. Implementing them, that takes time. 

I would quite agree we cannot do these things overnight. All we 
can do overnight or quickly is to make decisions. The only thing, it 
seems to me, that would have an immediate effect on the world situa- 
tion, is on the psychological side by the line of the policy that we de- 
velop in this of dee iding how far we can go in exploring. The very 
phrase “‘how far we can go”’ in the Atlantic Union resolution indicates 
we may well not be able to go all the way in the very beginning. 

I would add, however, in my serious judgment, we had better aim 
at going all the way to a union on the defense, foreign policy, economic 
and monetary side. 

If our real purpose is to prevent a world war and do it within the 
foreseeable future we had better make our mistakes on the side of 
being too strong, for once, in democratic history, rather than repeat 
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the errors of the British and the French, and our own errors in the 
past, of doing too little too late. 

I would not expect, however, that view of mine to triumph in the 
convention, except if there were some very serious disasters occurring. 

Chairman Ricuarps. The time of the gentleman expired. 

Mr. Herter. Thank you. 

Chainman Ricuarps. Mr. Ribicoff. 

Mr. Risicorr. No questions, Mr. Chairman. 

Chairman Ricuarps. Mr. Reece. 

Mr. Reece. It is not quite clear to me, Mr. Streit, whether you 
have in mind a military alliance or union, or ultimately, when carried 
to the conclusion which you visualize, that this would become an 
integrated government of which each of the present nations would 
be one component part? 

Mr. Srrerr. I would aim—what I mean, Mr. Reece, by a federal 
union, is the system we have, broadly speaking, in the United States, 
or in Switzerland, where you have government provided with a central 

overnment, as the Government here, and the State governments; 
0th elected by the people, but with their jurisdiction divided, and 
one operating in this field and the other operating in the other fields. 

Mr. Reece. Here we have our Federal Constitution and each 
State is, in its basic mold, subordinate to the Federal Constitution. 
While the Federal Constitution, as it was drafted, outlines certain 
areas of interest that belong solely to the State, still no State consti- 
tution can contravene the Federal Constitution. So that the Federal 
sovereignty becomes the supreme sovereignty of the land. 

In this North Atlantic Union of which you speak, is it to be sov- 
ereign? 

Mr. Srrerr. In the fields which would be transferred to it from each 
of the national governments it would be sovereign, just as they would 
remain sovereign in the fields left to them. 

It seems to me, Mr. Reece, that the important thing there is not so 
much the sovereignty of the state but the sovereignty of the citizen. 
When our forefathers made our Constitution they did not lose any 
of their sovereignty in doing this, but simply shifted the certain 
powers from the legislature in Richmond, or Virginia, and Pennsyl- 
vania, North Carolina, and New York, to our present Federal Govern- 
ment, but they continued to choose the Representatives, and continued 
to have the same voting power in electing gentlemen to Congress as 
they did to the legislature. 

Mr. Reece. I would like to observe as a result of the statement 
you made earlier here that our high standard of living and our great 
productive capacity, our great system of enterprise of free labor and 
free management, I think is based on the principle of government 
which was established by our forefathers of preserving liberty and 
individual opportunity, as a result of which every man can become as 
prosperous as his ability, initiative, and determination might permit. 

Mr. Srreir. I agree with you completely. 

Mr. Reece. This is the only government so far where that principle 
is completely preserved, whereby the government is completely 
subservient to the people and not the people to the government, and 
that is the one thing I would -bate to risk. 

Mr. Strerr. I would hate to risk it too, very much. I fear by 
following the old European system of alliances and that sort of inter- 
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state agreement we are endangering it very much indeed. I might 
add, there are certain other peoples, for example, Switzerland, where 
I lived for 10 years as a newspaperman, and I would say the Govern- 
ment of Switzerland is very much subservient to the people. 

I am glad that you stressed that point in our own Constitution 
here, because I think the important thing in all our calculations is to 
keep that sovereignty of the citizens supreme. If an exploration sur- 
vey of this Atlantic Union should result in any proposition that would 
be sacrificing the basic principle of the sovereignty of the citizen, I 
would certainly be against any union on that basis. 

I do not anticipate any such result at all. I anticipate through this 
exploration the extension of this system that you spoke of, across the 
Atlantic. 

Chairman Ricuarps. The time of the gentleman has expired. 

Mr. Reece. Thank you. 

Chairman Ricnarps. Mr. Battle. 

Mr. Barrie. Mr. Streit, 1 appreciate your statement tonight. 
We have had interesting talks on this subject before. I think cer- 
tainly we should not close our minds to the concepts that you have 
outlined here, but rather should explore them. I take some exception 
to some of your statements, but just on the basis that I think they 
are a little bit extreme. For instance, the statement about the 
Atlantic Council not being able to settle such a small question as 
apportionment among its members of the expense of General Eisen- 
hower’s staff. If I understand it correctly, the members from each 
country on General Eisenhower's staff are paid by their respective 
countries. In any case I think they can settle such questions as that 
without any difficulty ; but whether or not they can do the big job they 
are supposed to do is a different question. 

As was indicated a while ago, it would take some time for even the 
Atlantic Union to get into full-scale operation. That is a little bit 
inconsistent with the suggestion that this Union could save: 
$25,000,000,000 the first year. I cannot quite see how the Atlantic 
Union would cure all these economic evils of Europe, such as raising 
their standard of living, and so forth, so quickly, or so much better 
than is being done at the present time under the present conditions. 
However, even so, I still think your basic concept is worthy of explora- 
tion by our committee. 

I would like to ask you, how this constitutional convention would 
work, and where it would meet; who would go to it, and how would the 
members be selected; who would take the leadership, and what would 
be on the agenda; and what would be the real objective of such a 
convention? 

Mr. Srrerr. That is quite a series of questions, Mr. Battle. 

Chairman Ricuarps. Those questions can extend his period for an 
hour and a half. 

Mr. Barrie. Anyway, I got my questions asked in the 
allotted to me. 

Mr. Srretr. Before that, Mr. Chairman, there are a number of 
things I would like to clarify. On the statement I made about the 
apportionment of expenses it was a quotation from a person who I 
said was in a position to know. I took his word for it. It is borne 
out, incidentally —— 

Mr. Barrue. I had better question him instead of you, then. 


5 minutes 
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Mr. Srretr. But that is another thing. As for the standard 
living in these countries and the savings on armaments, on defense, 
and so forth, I did not think I meant, and I certamly would not mean, 
that that is for next year, or anything like that. It is in the first 
year we really got the union under way. * That, just as the estab- 
lishment of an army, or any action, takes time, but it is one thing 
whether we are facing a period of 20 or 30 years and going, as we 
have been doing in the last 5 years, deeper, deeper, and deeper into 
expense, or whether we are going into one that is giving us more 
defensive power at a decreasing cost. That is the point I would 
think is before us, and not the exact figures here or there. 

Now, as to the convention. The details as to the convention are 
not put into the resolution. It has been left either for the committee 
here or the Executive to work out its details. [ have my own personal 
ideas on how that should be done. If you wish me to go into them at 
this time, I would be very glad to. 

Mr. Barre. I doubt if we have time in 5 minutes. 

Mr. Burueson. I shall be glad to yield my time to Mr. Battle. 

Chairman Ricuarps. If you wish, Mr. Streit, and I am sure the 
committee would give you unanimous consent to do that, you could 
put a statement in the record to add to your oral statement about that. 
That might be worth while. 

Mr. Srrerr. I would be very glad to, Mr. Chairman. 

Chairman Ricnarps. Without objection, that will be done. 

(Mr. Streit subsequently decided to postpone submission of the 
statement referred to until committee consideration of the Atlantic 
Union Resolutions.) 

Chairman Ricwarps. Mr. Burleson. 

Mr. Burteson. I will yield my time to Mr. Battle if he wants more 
time. 

Mr. Barrie. Thank you. I believe that statement will take care 
of it. We are going to have subcommittee hearings on this anyway. 

Mr. Burueson. | have no questions. 

Chairman Ricnarps. You liken this superunion to the United 
States, Mr. Streit, and the Federal Union and the States. I hope it 
will not develop like ours has, where a State, even the great State of 
Texas, with all those longhorn cows, is not even a knot on the log in 
this Federal Union we have now. There are not many States’ rights 
left. Is vour Atlantic Union going to eat up the rights of the United 
States like the Federal Union is eating up the rights of the States? 

Mr. Streit. Mr. Chairman, I think that this union is going to 
fortify States’ rights, because when you establish these Federal agree- 
ments across the Atlantic with the French, the British, the Dutch, 
and the Belgians, you have got some groups there that are going to be 
very tenacious about holding on to their French and Dutch language 
and their local customs of one kind or another. They are going to 
be just as anxious as your State, if not more anxious, to prevent being 
dominated by ourselves or anybody else. 

I think it is going to give new life, really, to the States’ rights doc- 
trine, and it will tend to restore the balance that we began with in 
our country—this principle of balance between the rights of the Fed- 
eral Government and the rights of the States. 

Chairman Ricuarps. I wish you would talk to these Yankees some 
more. 
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Mr. Srrerr. Give me a chance, Mr. Chairman, and I will do it. 

Mr. Burveson. I want to say Texas has difficulty in keeping the 
other 47 States in line. 

Mr. Barvrze. Since the answer is going to be extended, may I ask 
him another question along that line, Mr. Chairman? 

Chairman RicHarps. Yes. 

Mr. Barrie. Do you envision an international judicial system and 
police force,.and an international legislature; and, if you envision an 
international legislature, does that mean we are going to have mu- 
nicipal, county, State, national, and international taxes? 

Mr. Srreir. I would think that this convention would certainly 
have to explore that, and in my view it certainly would come out with 
a proposal that whatever power is established in the Atlantic Federal 
Government, it would have the right to tax also. I do not expect 
that to be popular with many people, but I think it would be a great 
deal more popular than the future we face at the present time of a 
greater and greater load of taxes. 

Personally, I would rather fill out one more income tax form, or 
pay taxes to some other authority, if the total amount I was paying 
in taxes to all government was cut down, and if at the same tite I 
felt more secure for the system of freedom that we have here. If I felt 
that our freedom was secure against invasion and against war and all 
that sort of thing, I think we would be glad to pay a little bit more in 
taxes, in order to have a little security in that field. 

What we are now getting in this regard—I can give vou a very vivid 
example of it from a thing I saw today. I was up in New York State 
and spoke at Colgate University this morning. I drove over from 
Syracuse. Along the road there was a great billboard, and it said, 
“This road will be closed to traffic in case of atomic attack. It will 
be reserved for the military.” 

Well, a policy that we are pursuing in which we are spending billions 
and billions more, taxing each citizen more and more each year, and 
the net result after winning the Second World War is that we have 
these posters up on our highways, is a very bankrupt policy, 1 would 
say. 

Mr. Reece. May I say something? I have one question, sir. | 
hope I am not being too burdensome, but when was the Atlantic 
Union formed? 

Mr. Srreir. In March of 1949, I believe, the forming of the Atlantic 
Union Committee was announced. 

Mr. Reece. Were you associated previously with a predecessor 
committee of the same general purpose, and if so, what was it called? 

Mr. Srreir. I have been associated since 1940 with the organiza- 
tion called Federal Union, Inc. 

Mr. Reece. What is the purpose of that? 

Mr. Srreir. Its purpose is to educate the public in the principles 
of the United States Constitution with a view to applying them be- 
tween democratic nations to secure peace. 

Mr. Reece. Did that look forward to having a Federal union of the 
world at some time? 

Mr. Srreir. Eventually, at long last; yes. We would begin by 
applying these principles where we could, and as time went-on, just 
as the 13 States grew into 48, the nucleus could grow into a universal 
government. 
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Mr. Reece. It occurred to me to ask why you diverted from the 
objective of the Federal union of the world to the concept of an 
Atlantic union? 

Mr. Srrerr. I would not say I had. The object I took in my book 
Union Now was to preserve freedom, and to do that it would seem to 
me eventually we must have a free world government on the lines of 
the United States Federal system. I never believed, and I never 
maintained there, that we could do that rightaway. I said, then as 
now, we must begin by federating the Atlantic democracies, so I do 
not consider I have been diverted at all. 

This is what I have been urging for many years. 

Mr. Reece. So this is to be one step toward the world union, then? 

Mr. Srreit. I would hope that eventually it would lead to a world 
union. I do not know how far ahead. It would seem to me every 
patriotic American should look fowrard to the time in the distant 
future in which we had all the world so organized as the United States is 
for we then would have a peaceful world. We would have, too, a 
world with a high standard of living all around. But, as I say, it 
takes a long time to accomplish. 

It would seem to me it would be a goal that we should look forward 
to reaching, and that we would view with great pride the day when the 
principles our forefathers established here, that you were speaking of 
earlier, should thus be established throughout the world, be adopted 
by every people on earth, and followed. What greater tribute could 
we have to our system of government? 

Mr. Reece. Then in an Atlantic union, or world union, when it was 
finally perfected in line with your ultimate’ thinking, we would just 
be one member of the union, on a par with each of the other members? 

Mr. Srreir. We would be as Tennessee is now in the United States, 
a member of the Union; yes. 

Mr. Reece. There are some other thoughts that occurred to me in 
connection with this whole problem, but we will not have time now to 
go into that. 

Mr. Srrerr. I would like to add there that the resolution I was 
urging you to couple to or follow up in the security bill is one that is to 
explore how far we can go in that direction—that is, in the direction 
our forefathers took when they established our own Constitution. 
How far can we go in achieving a more perfect union? How far can 
we go at the present time? How far we can go no man can say. 

Mr. Reece. But at that time the representatives from the Thirteen 
Colonies were together agreeing upon a course of action. To what 
extent have other nations of the proposed North Atlantic Union been 
taking the initiative in formulating such a plan? Is a similar resolu- 
tion being considered by the parliaments of the other countries in the 
North Atlantic? 

Mr. Srrerr. A similar resolution has already been adopted by the 
Senate in Canada, with only one dissenting vote. That was last year. 
I think a motion along similar lines was introduced in the House of 
Commons some time ago. I am not quite certain of the time, but | 
believe that to be the truth. I think such moves are under considera- 
tion in some other governments there, but have not been taken. 

Mr. Herter. Will the gentleman yield? 

Mr. Reece. I yield to Mr. Herter. 
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Mr. Herter. We can always reserve the right to divide ourselves 
into 48 separate States, just as the State of Texas has reserved the 
right to divide itself into five States at any moment. 

Mr. Srrerr. Right. They have not used that right, though. 

Mr. Herrer. They have not exercised that right, but they can 
still hold it over everybody’s head. 

Chairman Ricuarps. What right was that, Mr. Herter, that they 
are reserving? 

Mr. Herter. I was talking about the State of Texas. 

Chairman Ricnarps. The gentleman from Texas sent me a note, 
asking if they could reserve their tideland rights in Texas if we should 
be under a world government? 

Mr. Srreir. I think when he gets out into that tide, he is getting 
over my head. 

Mf. Vorys. Mr. Chairman. 

Chairman Ricuarps. Yes, Mr. Vorys. 

Mr. Vorys. There has been a suggestion that our speaker have 
leave to file answers to questions. I would like to suggest. this: 
Mr. Streit in his dozen or more years of thinking and speaking on 
this ought to know more about it than anybody in the world. Every 
so often when I get to hear him and his presentation, as this evening, 
it contains a devastating criticism of what is going on now, but a 
rather amorphous statement of what might follow. I frankly think 
that that $25,000,000,000 savings the first year is a bunch of bunk. 
If that is all you have got to back it up, that is not an argument 
or it. 

However, I thought it would be helpful if he would receive permis- 
sion to file a proposed outline or summary of the constitutional 
provisions that he would suggest as the goal of the exploration of 
Atlantic Union if we would explore it. I might say that we have 
around the table here illustrative programs under this $8,500,000,000 
bill. Our Government is reluctant to make a statement of what 
they are going to do in a particular country for fear it will be con- 
sidered as a commitment by our Government, but they provide us 
with what they call illustrative programs. 

I feel confident that you would not expect to prophesy what will 
happen, nor would you prophesy for sure what should happen, but it 
ae be helpful in these hearings if those who searched through 
them could find something a little more constructive and concrete as 
to where the exploration might end up an “‘illustrative program.” It 
would answer some of the criticisms that have been made here. 

It would certainly provide food for thought, and I would suggest if 
the committee is willing, that Mr. Streit be permitted to file such a 
statement. 

Mr. Srrerr. I am not quite clear as to just what points you wanted 
covered, Mr. Vorys. 

Chairman RicHarps. Do you know Mr. Vorys pretty well? 

Mr. Srreit. Yes, I do. 

Chairman Ricnarps. Well, he is one of these men who loves to tear 
things apart and see what makes them tick, you know. That is the 
reason why he wants you to put it in the record, and if you could it 
would help us a good deal. 

Mr. Vorys. I would think that Mr. Streit, after a dozen years, 
would have back in his office, or maybe up his sleeve here, the ideal 








1072 THE MUTUAL SECURITY PROGRAM 


lan and say, ‘Well, if you want to know what I think it ought to be 
ere you are.”’ 

Mr. Srreir. You mean as regards Atlantic Union, Mr. Vorys? 

Mr. Vorys. Yes. 

Chairman Ricuarps. I thought your main trouble was to find out 
where the $25,000,000 ,000 went. 

Mr. Srrerr. I would be glad to develop that point too, because 
that was not my statement. I was quoting a man whose judgment 
I would have a great deal of faith in. I do not know how he got it. 
I think it does deserve weight. 

Mr. Vorys. I have seen some remarks which you made, and others 
made, on what the representation formula, tax formula, and reserva- 
tion of rights should be, and I think it would help if we could have such 
an outline of the whole thing and what it would be, on a couple of 
pages. 

Mr. Barrie. Mr. Chairman, I understand we have a subcommittee 
that is going to delve into the question of the Atlantic Union. 

Chairman Ricuarps. That is right. We are going to hear Mr 
Streit a little later. I think we should hear from the other witnesses 
now. 

Mr. Srreir. I would be glad to do it either way. As I said, we were 
hoping you would bring this Atlantic Union resolution up for hearings 
after you finished the present hearing and we can go into these 
questions then. 

Mr. Reece. Seriously for the moment, if | may make one reference 
to something which I do not much like to see go in the record without 
some cognizance being taken of it. That is the statement that was 
made with reference to the United States buying time with other 
men’s guts. I do not think we ever bought it with anybody else's 
lives. 1 do not care for an explanation, but that is a statement which 
I hardly think is proper to go in a record.of a hearing of a Congressiona! 
committee of the United States of America. 

Chairman RicHarps. What do you think of that, Mr. Streit? 

Mr. Srreir. I think we are buying time in Korea with the lives o! 
other men. 

Mr. Barrie. Our own men too. 

Mr. Srreir. I mean our own men, of course. 

Mr. Reece. You did not say our own. You said “other men’s 
lives.”’ 

Mr. Srretr. I see your point. F did not mean other nations’, 01 
anything like that. I meant we here in Washington. 

Mr. Reece. I resent that very deeply, personally and officially. 
There has never been a time when I bought time, or anything else, 
with somebody else’s guts. 

Mr. Srreir. I was not—— 

Mr. Reece. And I do not think there is a Member of Congress who 
has done so. I believe that is a reflection on the Congress of the 
United States. 

Mr. Srreir. I was not certainly aiming to reflect on you personally, 
or any member individually. 

Mr. REEC eg. It certainly does, to say a Member is buying time with 
other men’s guts. 

Mr. Srreir. When I said that I was referring to us here in the 
United States. It seems while we are buying time there are people 
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who are losing their lives, and Americans are losing their lives, while 
we are trying to find a way to prevent a war. 

Mr. Reece. I did not get that impression. It did not strike me as 
being very appropriate. 

Mr. Srreir. When I said ‘“‘We’’, Mr. Reece, I am part of that “we’ 
certainly as much as anybody here. I do not think that is a reflection 
on anybody. 

Mr. Reece. But vour explanation made it worse. 

Mr. Srreir. Well, I did not intend it to. It does not seem to me 
to be in that sense. The point is, what are we doing with the time 
we buy, however we buy it. 

Chairman Ricuarps. I suggest you look that over. 

Mr. Streit, we thank you very much for coming. I was about to 
adjourn the committee, but I find we have one more witness. 

Mr. Srreir. Thank you very much, sir. 

Chairman Ricuarps. The next witness if Mr. L. F. Hankins, Jr., 
representative of the National Student Young Men’s and Young 
Women’s Christian Association. 

Mr. Hankins, are vou here tonight as an official of this organization, 
or just a representative? 


STATEMENT OF L. F. HANKINS, JR., NATIONAL STUDENT 
YMCA AND YWCA 


’ 


Mr. Hankins. I am a representative for this particular meeting. 

Chairman Ricuarps. For this particular meeting? 

Mr. Hankins. Yes. 

Chairman Ricuarps. You have a prepared statement you wish to 
make? 

Mr. Hankins. Yes, sir. 

Chairman Ricuarps. Will you proceed, sir? 

Mr. Hankins. Gentlemen, I appear before you on behalf of the 
National Student YM and YWCA’s to express our interest in and 
support of the point 4 program of technical assistance to underde- 
veloped areas and the appropriations to make this undertaking 
effective. 

I might state for clarity here I am not authorized even to be illus- 
trative as to the military and the ECA sections of this particular bill. 

My authorization stems from our National Assembly held this year 
at Miami University in Oxford, Ohio, at which 1,100 delegates from 
43 States and observers from 25 foreign countries came together to 
discuss the problems and future progress of the “Y.’’ In addition to 
deciding our program emphasis for our own personal development as 
Christians, we discussed our participation both as individuals and an 
organization in higher education, the church, and our Nation and 
the world. In this latter connection we passed a number of hotly 
debated resolutions about the policies we felt this Nation should follow. 
The delegates of the some 750 colleges and universities that make up 
our movement were, however, very united in their endorsement of 
the point 4 program as a positive step toward peace and as a clear 
embodiment of Christian principles in national foreign policy. 

Despite our lack of accord on such issues as our policy toward 
China, where the Christian point of view is certainly as elusive as any 
other, it is not at all surprising that we could unite in support of the 
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program for aid to underprivileged people no matter where they were 
in the world. Certainly as long ago as the pronouncement, ‘‘Inas- 
much as ye have done it unto one of the least of these My brethren, 
ye have done it unto Me,” the concern for those less fortunate than 
ourselves has been a fundamental part of Christianity. In this spirit 
Christians sent missionaries throughout the world to relieve suffering 
as well as to preach the Gospel. 

There has been and will continue to be much done along the lines of 
technical assistance by Christians working through private channels, 
but it is highly gratifying to watch the development of such a con- 
structive program by our Government too. We have come to realize 
that the needs of the modern war-torn world are so great that they 
can only be met by the government of free nations working together. 

One of the great values of the point 4 program is that it gives us the 
opportunity to work together; to work with and not only for others. 
As the necessity of accepting alms has often tended to destroy the self- 
respect of those receiving them, the need of one nation to accept con- 
stantly the bounty of another has in many ways jeopardized the prog- 
ress of international affairs. The provision of a portion of our great 
store of technical knowledge and material possessions in such a way 
that we and other peoples can work together to create a better world 
can hardly fail to be conducive to creating a peaceful world. 

Peace as much as charity is a fundamental concern of Christians. 
Considering the forces at work in the world today it is definitely not 
likely to become peaceful so long as two-thirds of its people go hungry 
most of the time. 

To establish lasting peace the economic as well as the political 
causes of unrest must be settled. While we recognize the need for 
military preparations in the present emergency, we feel this same 
emergency makes it even more imperative that we undertake a long- 
range program of assistance to build up the economic well-being of 
all peoples. 

We deplore the current tendency to link and coordinate our defense 
and assistance efforts to the extent that we tend to help those who 
promise to help us in event of conflict. My generation will carry its 
part of the burden of protecting the free world, but we want to begin 
constructive programs apart from military defenses that will tend 
to build an even safer world in the future. We feel that it is only on 
a foundation of continuing progress toward more abundant living for 
ali people everywhere that we can hope for some sort of lasting 
security. 

The point 4 program as it has been set up has a good framework and 
in the isolated cases in which such assistance, both technical and 
financial, has been applied the ability to make great progress has been 
clearly demonstrated. However, when he announced it as the fourth 
point in his inaugural! address, President Truman proclaimed a “bold 
new program’’ to eliminate suffering and shortages throughout the 
world. As the program has been established by Congress, it appears 
that instead of being bold and new, it may become the familiar “too 
little and too late’ and possibly extended in the wrong manner as an 
additional note of woe, and I think now it may be trite in this com- 
mittee. 

The sum total of the world’s sufferings is, of course, enormous and 
not to be expected to disappear in the face of even an all-out effort 
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on our part in the immediate future. Because these problems are so 
enormous it is necessary that we undertake large-scale efforts if we 
are hopeful of making progress in solving them. Soon after the 
announcement of the point 4 program the Brookings Institution in an 
undefined manner estimated that it would take an expenditure of 
$35,000,000,000 to make real progress toward developing the back- 
ward nations. On a rather small allotment the United Nations Food 
and Agriculture Organization undertook a survey of the world’s food 
needs as one of their first projects in the UN technical assistance 
program, and produced the more concrete figure of $4.4 billion as the 
amount necessary to supply minimum food needs throughout the 
world through technical and financial development. 

The May 14 edition of the New York Times carried an estimate 
made by three UN economists that an investment of $3,000,000,000 
in technical assistance would facilitate an additional private invest- 
ment of some $19,000,000,000, and that this would make a sizable 
impression on the world’s problems. 

Mr. Paul Hoffman, in his book, Peace Can Be Won, estimated that 
some $2,000,000,000 would be necessary for point 4 and Marshall 
plan projects apparently without foreseeing much new development. 
It seemed to me as | read it this was mostly for the projects now in 
being. We could not forsee any great expansion under the outline 
he gave in his book. From these we can at least begin to see the 
scope of what we undertake. 

Last year our expenditure on the point 4 program was $34.5 million. 
Of this $12,007,500 went to make up our part of the UN program, 
another $7.6 million went into current projects of the Institute of 
Inter-American Affairs, and a half million to the Department of 
Commerce for the development of private investment. Thus, after 
salaries we provided $14.5 million to initiate our bold, new program 
and the UN spent about $20,000,000 in a similar fashion on the same 
problem. 

Altogether there was appoximately around $250,000,000 or $300,- 
000,000 spent in what we call the undeveloped areas, if you include 
in it ECA projects which went to places like Burma or, through 
Britain, to places like Africa. 

There are already some 278 specific requests for aid before the UN, 
so it is not necessary to look around for a place to begin. 

Soon after we began our point 4 operations, Assistant Secretary of 
State Thorpe explained what we hoped to accomplish in the UN. 
He made it plain, as we in the Y hope will always be true, that in 
keeping with the first of President Truman’s four points we expected 
to extend such aid in complete accord with UN policies. His deserip- 
tion of our proposed program elicited two interesting comments— 
that of the Indian delegate, Sir Benegral Rau, that the aid would be 
preferably extended through international agencies; and that of Dr. 
Charles Malik of Lebanon—not to be confused with Russia’s Mr. 
Malik—that the program should be on a long-range basis seeking to 
fulfill specific goals if it was to be most successful. 

Both of these points of view seem to us to be sound; it is necessary 
that we work through the United Nations and toward the realization 
of certain limited projects to achieve optimum effect. 

Most recent developments in our program have seemed to be to 
implement a policy of pressure rather than one previously prepared. 
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For example, in the report of the National Advisory Board on Inter- 
National Development under Mr. Nelson Rockefeller which was 
established along with the point 4 program a year ago, it seemed to 
me that there was considerable stress on how much technical assistance 
would help our mobilization efforts. One chapter heading was ‘Let 
the left hand know,” which I believe is taken from that section of the 
Sermon on the Mount in which Jesus said that when we gave alms we 
should “let not the left hand know what the right hand doeth” when 
we are giving alms. 

President Roosevelt, speaking on the eve of the Second World 
War, said that our Nation had a “readezvous with destiny.” Gentle- 
men, your generation, with a lot of help from mine, has kept that 
rendezvous. Now, if one would pay heed to countless commencement 
speeches and similar observations, what was a rendezvous has turned 
into a lifetime affair for my generation. 

We realize the vast problems we face, and the unlikelihood of the 
immediate establishment of lasting peace. We feel, though, that it is 
vitally important that we begin to work not just to contain com- 
munism, but to build up the constructive forces which ultimately are 
our only avenue to any kind of security. We realize the vast pressure 
on you gentlemen to cope with just the immediate needs but we feel 
that we are not expecting too much in asking that you make a sub- 
stantial effort to build im partnership on an equal basis with other 
peaceful nations a sounder, safer world, and that this be apart from 
our current defense projects. 

Chairman Ricuarps. Thank you, Mr. Hankins. We appreciate 
your coming before us tonight and letting us have the viewpoint of 
your organization. You are a very forceful reminder to us that there 
are other forces in this world far more powerful and greater than guns 
and bullets, if we would just use them. 

Are there any questions? 

Mr. Herter. May I make just one comment? 

There was one rather pessimistic note in here on page 2, when you 

say, 

As the program has been established by Congress, it appears that instead of 
being bold and new it may become the familiar ‘‘too little and too late”’ and possibly 
extended in the wrong manner as an additional note of woe. 

I think vou might be interested to know in a recent part of our hear- 
ings Mr. Foster of the ECA, when questioned in respect to problems of 
developing programs in southeast Asia, was asked the question, “Is 
your problem one of money or one of personnel,”’ and without hesita- 
tion he said it was a question of personnel. 

We just do not have enough trained human beings in this country 
to develop the programs as rapidly as T know many impatient men 
want. Many people think that, if you throw money in quickly some- 
where, a lot can be done. 

Mr. Hankins. I evidently failed to diahes myself as clear as I might, 
because I was not speaking in terms of haste. I know this type of 
program can be developed very frequently slowly better than it can 
by throwing out too much money too fast. 

We feel a substantial amount, something perhaps in the nature of 
$500,000,000, would begin this program in a way so that it would 
slowly build up to something that would begin to end some of these 
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shortages. However, here we were speaking of an additional note of 
woe of the tendency to make it become linked with our defense efforts, 
and as something that we as a single nation undertake by ourselves, 
rather than working through the United Nations as much as is pos- 
sible. 

Chairman Ricuarps. Are there any other questions? 

Mr. Vorys. Mr. Hankins, you said, ‘Your generation, with a lot of 
help from mine, has kept that rendezvous.”’ 

What we did on point 4 the past year, based on our present budget 
and fiscal situation, was not done at all by our generation. Your 
generation is going to have to pay for it when you get around to paying 
the national debt. 

Mr. Hankins. We are aware of that, Mr. Vorys. 

Chairman RicHarps. Anyway, you are putting us in another 
generation. Is that right? 

Mr. Hankins. Now, I would not stress it too much. We can meet 
on common southern ground. 

Chairman RicHarps. Thank you very much. 

The committee stands adjourned until 10 o’clock tomorrow morning. 

(Whereupon, at 9:20 p. m., the committee adjourned until 10 a. m. 
the following day, Wednesday, July 25, 1951.) 

(The following was submitted for the record:) 


AMERICAN CHRISTIAN PALESTINE COMMITTEE, 
New York, N. Y., July 24, 1951. 
lon. JAMES P. RicHarps, 
Chairman, Committee on Foreign Affairs, 
House of Representatives, Washington, D. C. 

Dear CONGRESSMAN RicHarps: You have been kind enough to inform us that, 
in lieu of oral testimony, your committee would accept a written statement 
from us, as spokesmen for the 20,000 members of the American Christian Palestine 
Committee, regarding the Mutual Security Program now under consideration 
by your committee. We wish, therefore, to place on record here the views of 
our committee with regard to title 2—the provisions relating to economic assist- 
ance to the Near East and Africa. 

The emergence of the State of Israel in the Middle Kast has evoked our deep 
sympathy and support. For the return of the long-dispersed Jews to their ancient 
promised land is a manifestation of the divine purpose working through human 
history. Moreover, in the terms of our own time and its problems, the rebirth 
of Israel has a profound significance: it brings to a dormant region of the earth 
the best in the democratic tradition of the west. 

In an area still struggling to free itself from the vestiges of feudalism and 
tyranny, the new Israel is being built on a basis that is sound from the social, 
economic, and ethical points of view. It is mature enough in its political under- 
standing to be free from the irrational xenophobia that is one of the underlying 
causes of unrest from Iran to Egypt. It is, we are convinced, a natural ally of 
the free nations to whose security in the threatened Middle East it can contribute 
in no small measure by means of its uniquely high standard of technological skill 
and its trained and hardened youth. 

American aid to Israel seems to us thoroughly consistent with the tenor of our 
entire foreign-assistance program in recent years. Israel is a young and promising 
democracy: it needs and deserves our help and will richly recompense us. But 
our help is needed with special urgency, because of the vast, humanitarian task 
Israel has taken upon itself in absorbing hundreds of thousands of Jewish refugees 
from Europe and the Middle East. Even a well-established economy could not 
easily withstand the impact of this sudden expansion. Israel, for all its present 
difficulties, has in the past proved its ability to make swift economic adjustments. 
We believe, therefore, that it is imperative that Israel be included in the Mutual 
Security Program and that the sum finally assigned to it be fully commensurate 
with its great needs and great potentialities. We append herewith a letter spon- 
sored by our committee and widely published in the press throughout the country, 
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in sup of the McCormack-Martin and Douglas-Taft bills to authorize g 
$150,000,000 grant-in-aid to Israel. 

It seems to us fitting and proper that the yardstick of great need be applied, as 
well, to the grants to be assigned to the Arab countries and the resettlement 
of the Palestine Arab refugees. The sensitive and troubled area of the Arab lands 
needs large-scale irrigation and reconstruction programs which alone can raise 
the standard of living of their depressed masses and ensure stability and peacef,| 
development. 

As the Clapp Commission has pointed out, the solution of the Palestine Aral 
refugee problem can best be worked out in conjunction with the execution of 
needed public-works projects fn the Arab countries. We have been deeply moved 
by the plight of the refugees, which many of us have seen and studied at first hand 
and which seems to us particularly tragic because it need not have been, and 
was not desired nor caused by the new State of Israel. The passage of time 
and the changes it has effected has made repatriation of the refugees so difficult 
that it is almost impossible and far from desirable. We believe with the United 
Nations Conciliation Commission for Palestine that, “having the best interests 
of the refugees themselves in mind,’’ we must concentrate on the resettlement of 
the refugees in the Arab countries. We cannot overemphasize how great a 
contribution to Middle East peace and stability will be made by successfu! 
resettlement along these lines. 

We trust that out of vour deliberations there will emerge an adequate program 
of American aid to the Middle East, as a whole, to the Arab refugees, and to the 
dynamic, new democracy of Israel, in particular. 

Respectfully, 
(Signed) Henry A. Atkinson, 
(Typed) Dr. Henry A. ATKINSON, 
Honorary Chairman, 
(Signed) Daniel A. Poling, 
(Typed) Rev. Dr. Dante A. Pouina, 
Cochairman., 


(Signed) Samuel Guy Inman, 
(Typed) Dr. Samuet Guy Inman, 
Vice Chairman, 
(Signed) Carl Hermann Voss, 
(Typed) Dr. Cart HERMANN Voss, 
Chairman, Executive Council. 
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WEDNESDAY, JULY 25, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON ForREIGN AFFAIRS, 
Washington, D.C. 

The committee met in the House Foreign Affairs Committee room, 
the capitol, at 10 a. m., the Honorable James P. Richards (chairman) 
presiding. 

Chairman Ricuarps. The committee will come to order, please. 

Ladies and gentlemen: We will continue the hearings on the Mutual 
Security Program. 

We have with us this morning the Honrable Edward G. Miller, Jr., 
Assistant Secretary of State for Inter-American Affairs; Mr. Kenneth 
Iverson, Director of the Institute of Inter-American Affairs, Depart- 
ment of State, and Gen. Charles L. Bolte, Chairman, Inter-American 
Defense Board, and Army Deputy Chief of Staff for Plans. 

I want to say, as the members know, from time to time it will be 
necessary we will have to go downstairs to answer quorum calls and 
all of the members of the committee cannot be here at the same time. 
That is true today. We are going ahead with the proceedings. 

Mr. Secretary, I believe it has been suggested that General Bolte 
testify first. 


STATEMENT OF HON. EDWARD G. MILLER, JR., ASSISTANT SEC- 
RETARY OF STATE FOR INTER-AMERICAN AFFAIRS 


Mr. Mitter. What 1 would like to do, Mr. Chairman, is this: 
Both General Bolté and I have a prepared statement. In my state- 
ment I was to testify initially on both the military and economic 
aspects of the program. My request is that we take up solely the 
military part first, and then let General Bolté continue. 

Chairman Ricuarps. I did not know you were going to testify 
on that. 

Mr. Minter. I have a brief political introductory statement 
covering both. 

Chairman Ricuarps. Mr. Secretary, proceed in your own way, 
and state what phase you are going to take up first for the committee's 
benefit; General Bolté can follow you. 

Mr. Minter. Under title IV of the mutual security bill there is 
being requested $62 million for the fiscal year 1952 for the Latin 
American area. Of that, $40 million is for military purposes and $22 
million is for technical cooperation. 

Chairman Ricuarps. Have you a complete breakdown of that? 

Mr. Miuuer. Yes, sir. We will produce this morning a complete 
breakdown on both the military and the technical cooperatier 
requests, 

no 
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Chairman Ricuarps. Go ahead. ; 

Mr. Mixer. I am not going to read this prepared statement, 
which is a general statement supporting our views. 

Chairman Ricuarps. We oaula like to include that in the record. 

Mr. Mixuer. This can be included in the record and can be 
released to the press at the conclusion of the hearing. 

Chairman Ricuarps. That will be done. 

(The statement referred to is as follows:) 


STATEMENT BY THE HONORABLE Epwarp G. MIuer, Jr. Assistant SECRETARY 
or State ror INTER-AMERICAN AFFAIRS 


I am Edward G. Miller, Jr., Assistant Secretary of State for Inter-American 
Affairs. I am here to support the President’s request for $62,000,000 for the 
Mutual Security Program for Latin America in fiscal year 1952. 

The Secretary of State has already spoken to you briefly on our relations with 
Latin America. The importance of those relations is well known but I would like 
to comment briefly on them. The other American Republics share with us a com- 
mon desire to protect human freedoms and national independence. They are 
interested in working together to maintain the peace and security of the hemi- 
sphere and to defend the hemisphere from aggression. They want to realize 
greater economic and social progress. This unity of thought and action among 
the American Republics is often distorted by the Communists for their own pur- 
poses. Judging the rest of the world by their own standards of conduct, they fee! 
such cooperation can only be achieved by ruthless force and domination. At the 
same time, realizing that inter-American cooperation is a bulwark against tlhe 
plans of their masters, they have set themselves to destroy it. 

Latin America is a major source of the raw materials upon which United States 
industry depends. The present emergency only emphasizes the importance of 
our sister republics in that respect. As pointed out in documents already made 
available to this committee, Latin America provides the major share of some twen- 
ty items on our stockpile list. These inelude sueh items as wool, copper, lead, 
nitrate and sisal fiber. Trade between the United States and Latin America in 
1950 was valued at more than $5 billion. Private United States investment in 
Latin America in 1950 approximated $6 billion. I do not intend to overempha- 
size the importance of the economic relations between the United States and 
Latin America but I do think that they must be given thorough consideration in 
the discussion of the program before you. The importance of obtaining the 
essential materials for defense as well as for our own civilian economy while at 
the same time assuring that Latin America receives a fair share of the goods she 
needs is unquestioned. 

Because of this close cooperation and identity of interests between the United 
States and Latin America we were able to come to general agreement among thie 
American Republics at the recent Meeting of Consultation of Foreign Ministers 
as to what should be done to meet the threat of international communism. First 
and fundamentally, the American republics agreed to work together to maintain 
friendly relations among all of us and to settle any disputes peacefully. We re- 
affirmed the policy of nonintervention in one anothers internal or external affairs. 
I say these are fundamentals because they provide the foundation upon which 
we build our inter-American cooperation. At the same time they frustrate the 
efforts of subversive elements to destroy the bonds of inter-American friendship 
and the support of the inter-American community for the free world in general. 

Each American Republic agreed at the Washington meeting to strengthen iis 
internal security against the infiltration tactics of international communism. | 
do not need to tell this committee that unless our partners to the South are eco- 
nomically and politically stable they cannot make an effective contribution to 
the common effort to maintain the peace and security of the hemisphere and to 
prevent aggression against the hemisphere. 

The American Republics have mutually agreed to do everything possible to in- 
crease production and processing of strategic materials required for the defense 
effort, for essential civilian needs and, in underdeveloped countries, for economic 
development. We are cooperating actively with the other American Republics in 
studying and working out solutions to raw materials, transportation, and other 
problems which will arise in our efforts to promote the security of the free world. 

I should like to turn from a general discussion of how the American Republics 
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are cooperating to meet the present emergency, to a discussion of the Mutual 
Security Program for Latin America. This proposed program, in the amount of 
$62,000,000, includes $40,000,000 for military grant aid and $22,000,000 for 
bilateral and multilateral technical cooperation programs. 

General Bolté will present to you the essential military basis upon which the 
request for military grant aid is made. I believe that, in the face of the increasing 
menace of Communist-inspired aggression, these military considerations are of the 
utmost importance. From the foreign-relations point of view and from the view- 
point of our traditional policy of inter-American cooperation, the Department of 
State fully supports the President’s request for this military grant-aid program. 

It is not necessary, I am sure, for me to dwell upon the deep roots from which 
cooperation in this hemisphere has grown. I do not minimize in any sense the 
spirit of inter-American cooperation when I say that a variety of circumstances 
has kept our cooperation in collective actions of a strictly military nature from 
achieving full fruition. Where it was possible in World War I]—as in the instances 
of the Brazilian and Mexican overseas contributions, and the actions of other 
countries in local defense measures—the military resources of American Republics 
were employed in the common defense. It must be recognized, however, that 
there have been and continue to be limitations upon the ability of many of these 
countries to join in effective collective military action. Assistance from the 
United States will help to overcome obstacles which have existed, and will increase 
the total capacity of the free world to resist aggression 

All the American republics are members of the United Nations. Their soli- 
darity with the nations of the free world on issues important to the maintenance 
of freedom against aggression has been frequently expressed. The Inter-American 
Treaty of Reciprocal Assistance provides the treaty framework for action on a 
regional basis for collective self-defense against armed attack and for taking the 
measures necessary to meet other forms of aggression or the threat of aggression 
against the American continents. In the recently concluded Washington meeting, 
the Foreign Ministers took steps to place the orientation of their military prepara- 
tions directly within the collective-defense principles of the Rio treaty, and thus 
away from traditional and more limited concepts. They recommended that these 
preparations be directed toward increasing those resources and strengthening 
those armed forces best adapted to the collective defense. They recommended 
full cooperation in military matters in order to develop collective defense. 
Although this inter-American military policy is clearly implied in the terms of the 

tio treaty, as well as in the action which led to the adoption of the instrument, I 

believe this is the first time that it has been so clearly and explicitly stated by 
the Foreign Ministers or their governments. It establishes a firm policy basis 
for inter-American military cooperation intogvhich this program would fit. 

The Foreign Ministers also directed the Inter-American Defense Board to do 
the planning necessary to ensure that the collective military strength is employed 
in the manner best calculated to achieve collective defense. This planning is 
being actively carried out by that body. 

The military-aid proposal will strengthen the capacity of countries which agree 
to perform specific tasks in conformity with general defense plans developed 
through the Inter-American Defense Board. The agreement of the country 
concerned is indispensable, but I am confident that the present condition of inter- 
\merican solidarity is such that agreement will be howd war 

One of the most conspicious triumphs of hemisphere cooperation has been and 
continues to be the extent to which the threat or use of force in the international 
relations of the American states has been eliminated. I believe that we have 
reached the point where no American state has reason to apprehend the danger of 
aggression from any other American state. In their recent meeting, the Foreign 
Ministers declared that the faithful observance of commitments on noninter- 
vention and peaceful settlement by the American Republics ‘‘make it possible for 
each of the republics to concentrate the development of its capabilities upon the 
tasks best adapted to the role each is best qualified to assume in the collective 
defense against aggression.”” By providing the assistance proposed we will 
strengthen our ability and the common inter-American determination to maintain 
the peace and security of the hemisphere. 

The military program which I have already mentioned, and the proposed 
technical-cooperation program in the amount of $22,000,000 which I shall now 
discuss, are opposite sides of the same coin. The program of defense on which 
our Own country is so successfully building is not based primarily on warships, 
planes, and guns. It is built on the individual who is convinced that our way of 
life is worth fighting to preserve. It is built upon spiritual and moral values 
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which we believe in as a people. It is built upon a well-educated, healthy, and 
prosperous society. Because of these things, the United States is the acknowl- 
edged leader of the free world. If our neigbors in Latin America are to have 
security from both internal unrest and external aggression ways must be found to 
provide adequate food, increase the supply of trained workers, and reduce illiteracy 
and the incidence of disease. In addition, if they are going to produce the many 
materials which are needed by the free world, the economic productivity of their 
population must be increased. Even without the strain of the present emergency, 
many of them were faced with the problems of inadequate food supply, poverty, 
sickness and illiteraey—conditions which are exploited by extreme nationalists, 
Communists, and other who desire to fan anti-United States sentiment. The 
present emergency only aggravates that situation. The Congress is concerned 
about the effect of the total defense program on the economy of the United States. 
The effect is going to be much more pronounced:in countries which are not nearly 
as highly developed as the United States and which do not have the production 
machine to meet new and heavy demands. I believe at the same time our sister 
republics are making an effort to contribute effectively to the defense of the 
hemisphere we should make a greater effort to help them realize their aspirations 
for greater economic and social progress. It is the constructive way to build a 
free and democratic society. 

It should be recognized that there has been a certain amount of disappointment 
expressed both in Latin America and on the part of citizens of this country 
interested in Latin America that such a small proportion of the funds provided 
for in the pending bill are allocated to Latin America. This criticism does not 
take into account the fact that we expect a substantial part of the job of develop- 
ment in Latin America to be done by private capital. urthermore, to the extent 
that foreign financing of a public nature is required for particular development 
projects in Latin America, recourse may be had either to the International Bank 
or to the Export-Import Bank. Our Government’s contribution to the Inter- 
national Bank amounted to $3% billion. The Export-Import Bank has uncom- 
mitted funds on hand in excess of $500 million and the President has requested 
the Congress to increase such funds by $1 billion. The total amount that these 
two banks will have for foreign-development projects should be ample to provide 
for expected needs. It should be noted in this connection that the Latin-American 
countries are today in a greatly improved financial positions as a result of higher 
prices for commodities. Under present and foreseeable circumstances we believe 
that the interests of all concerned will be best provided for by maintaining our 
contributions to development projects requiring large capital investment on a 
Joan basis. 

On the other hand, we are requestigg increased funds for the technical-coopera- 
tion program. Neither private capital nor the public-lending institutions are 
equipped fully to supply the great need to improve agriculture, health, and edu- 
cation. It is these services which touch the individual upon whom the strength 
of each nation depends. It is for this purpose that we are requesting $22,000,000 
for both bilateral and multilateral programs of technical cooperation in Latin 
America in fiscal year 1952. This amount, together with the facilities for public 
lending which will be available through the International and Export-Import 
Banks, will enable us to carry forward a vigorous and comprehensive program of 
eccnomic development in Latin America consistent with our own national self- 
interest and the deep friendship which the people of this country have for the 
people of the nations to the south. 

Dr. Bennett will present a more detailed justification for the technical-coopera- 
tion program. I should only like to point out that most of the funds requested 
are for personal services and the training of Latin- Americans in the United States. 
Less than one-third of the bilateral program is intended to be used for supplies, 
materials, or operating funds. It should also be noted that our sister republics 
have been more than ‘‘pulling theireown weight.’’ In fiscal year 1950, for example, 
they matched each dollar of our funds with about $3 of their own. We expect a 
similar or even greater ratio of contributions from them in the next fiscal year. 
In addition to proposing a program in which we believe the other American Re- 
publics can cooperate financially, we have included in the program over $1': 
million intended to contribute directly to increasing the supply of critical mate- 
rials. A part of the agriculture program is also intended to increase the produc- 
tion of commodities which we need for our own economy as well as to help meet 
the food requirements of Latin America. The entire program is intended to con- 
tribute directly to or support our mutual security effort. 

I want to finish with a word about the multilateral contributions of $4,000,000 
included in the program for Latin America. The programs of the United Nations 
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and the Organization of American States can make an effective contribution in 
Latin America in concert with the bilateral program. They are effective demon- 
strations of what can be achieved by free nations working together. Other wit- 
nesses will discuss the United Nations program with vou. In respect of the pro- 
gram of the Organization of American States, it is filling a very definite need and 
supplements the United Nations and bilateral programs. It is ‘directed primarily 
toward strengthening the existing training institutions in Latin America. The 
program, to which it is proposed we contribute $1,000,000 in fiscal vear 1952 has 
just begun. It is attacking such regional problems as the training of persennel 
and the development of plans for the control of hoof-and-mouth disease and the 
training of agriculture extension personnel. 

For the small investment of some $62,000,000 in military aid and in technical 
cooperation we expect to continue to help build the economic, politicai, and 
military strength of Latin America. The total Mutual Security Program for 
Latin America is necessary if we are to press forward in this self-help effort to 
build a sound and secure hemisphere. It is a small but vital part of the Mutual 
Security Program for the free world. 

Mr. Mituter. Mr. Chairman, the $62 million which is being re- 
quested for Latin America represents about three-fourths of 1 percent 
of the total amount requested under this bill. 

The $40 million requested for military purposes is, in effect, a new 
program. The executive branch of the Government and the Armed 
Forces have had no authority to transfer equipment to Latin America, 
except the authority which lapsed under the Lend-Lease Act, and 
again the authority which lapsed upon the termination of the war- 
surplus-disposal legislation. 

Since then we have been authorized under the military MDAP 
legislation to transfer military equipment to Latin American countries 
at cost; with the exception in the case of used equipment it can be 
transferred to Latin America on the basis of its fair value. 

We are now requesting authority to transfer on a grant basis up 
to $40 million worth of equipment for specific purposes, which will 
be gone into in greater detail by General Bolté. 

As the committee knows, all of the Latin American countries and 
ourselves are signatories to the Rio Treaty of Mutual Assistance, 
which has similar provisions concerning collective security in this 
area to those which were later entered into by the signatory nations 
of NATO. 

Under the different inter-American resolutions there has been set 
up the Inter-American Defense Board, of which General Bolté is 
Chairman. That Board has drawn up a common defense scheme to 
give effect to the original provisions of the Rio Defense Pact. 

It is for the purpose of enabling the implementation of certain as- 
pects of that common defense scheme that we are requesting the $40 
million authority. 

I want to make it clear that no transfers will be made under the 
military provisions of title IV, except pursuant to the negotiation of 
specific bilateral agreements, under which the recipient countries will 
agree to carry out certain specified tasks related to the common defense 
scheme. 

No transfers will be made under this authority if it is granted by the 
Congress, unless the recipient country has signed such a bilateral 
agreement, 

I think with that introductory statement, I will ask General Bolté 
to go more specifically into the purposes of this request, and the kind 
of tasks we are talking about. We will have some charts showing the 
breakdown of the $40 million. 





1084 THE MUTUAL SECURITY PROGRAM 


Chairman Ricwarps. Are there any questions? 

Mr. Javits. I wanted to make a one-line statement. I will be leav- 
ing in a few minutes. I did not want the general to feel it was any- 
thing connected with his statement that we had to go downstairs. 

Chairman Ricuarps. General Bolté. 


STATEMENT OF GEN. CHARLES L. BOLTE, CHAIRMAN, INTER- 
AMERICAN DEFENSE BOARD 


General Bours. I appreciate the opportunity of testifying now. 
ee Chiefs of Staff are testifying this morning, and I would hope 

will get 

Chatemsin Ricwarps. One branch of the Joint Chiefs of Staff is 
meeting downstairs, too. We will do the best we can. 

General Botré. I also have a prepared statement, Mr. Chairman. 

(Discussion off the record.) 

General Bouiré. With the committee’s permission, I will not read 
the statement, but will speak from notes and charts. 

Chairman Ricuarps. The statement will be included in the record. 

(The statement referred to is as follows:) 





STATEMENT IN Support oF Tirte IV, Latin AMerica Murvat Security B11, 
GIvEN By Lr. Gen. Cuarues L. Boittré, Army Deputy Cuier OF STAFF FOR 
PLANS 


1. The Department of Defense strongiy supports the President’s request for 
rant military assistance of $40,000,000 to peti America. It believes that 
atin American military forces may be put in a better position to undertake in this 

hemisphere defense missions which are important to the security of all the 

American Republics and which otherwise would have to be performed by United 

States forces. In most cases the requirements for United States forces for these 

missions can be reduced in direet proportion to the assumption of these missions 

by the other American Republics. 

2. However, the armed forces of these American nations either lack much of 
the military equipment required for properly executing these tasks or the equip- 
ment they now have requires rehabilitation. We are therefore asking the Congress 
for authority to furnish matériel and services to those Latin Governments which 
agree to provide forces for the execution of the specific military tasks of importance 
in the defense of this hemisphere. The funds we are requesting will be used only 
for this purpose and not for any program of strengthening Latin-American forces 
in general. 

3. In order to appreciate the requirement involved it is necessary to review 
briefly the history of recent inter-American military cooperation. This coopera- 
tion dates generally from the beginning of World War II, when it was realized 
that the geographic isolation of this hemisphere no longer protects our American 
nations from threats of military aggression coming from outside the hemisphere. 
During World War II, while the Latin American nations were orienting them- 
selves toward defense of their areas, their main contribution was in the nature of 
naval forces and facilities for use within the hemisphere. In addition, Brazil 
sent an infantry division to Italy and Mexico sent an air force squadron to the 
Pacific. These contributions of forces, particularly those outside the hemisphere, 
were made possible by the provision of considerable quantities of United States 
matériel. 

4. To further hemispheric solidarity and cooperation the Inter-American De- 
fense Board, established in 1942, has worked continuously for the attainment of 
full military cooperation. The United States, under various acts of Congress, 
has furnished military equipment on a reimbursable basis to these countries. 
And our three services, Army, Navy, and Air Force, at the invitation of Latin 
American Governments, are maintaining military missions to assist in standard- 
izing military training and doctrine. Also we train a number of Latin American 
students in our military schools under existing authority. All of these measures 
are proving beneficial. 
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5. In their recent fourth meeting of consultation here in Washington, the 
Ministers of Foreign Affairs of the American Republics recommended to their 
governments that those of their armed forces best adapted for collective defense 
should be maintained so as to be immediately available for the defense of the 
hemisphere. Now, with the unsettled world conditions and with Latin American 
desires to contribute to hemisphere defense, some of these nations find it difficult 
from the financial standpoint to procure adequate spare parts for the proper 
maintenance of the United States equipment in their possession; others which 
can pay on the reimbursable basis are not included in this grant aid. The grant- 
aid funds which we are now requesting from the Congress would be used for these 
former nations to rehabilitate portions of their equipment. 

Chairman Ricnarps. General Bolté will proceed in his own way as 
to the military phase. 

(Discussion off the record.) 

General Botr&é. During the last war we had something over 100,000 
personnel disposed down in Central and South America for the pro- 
tection of the sources of raw material and the protection of the mari- 
time routes which insured continuity of that material coming from 
those countries to our east coast ports. 

That was a considerable burden on our manpower situation. The 
basic purpose of the military aspects of the request for this amount 
of aid to those countries is intended to diminish or lighten or remove 
that burden in the event we get into another conflict, which we all 
hope we will not get into. But all of the plans and actions we are 
taking are designed to minimize the burden in the event of another war. 

This first chart shows where one-hundred-and-thirteen-and-odd- 
thousand personnel of the Army, Air Force, and Navy, including the 
Marine Corps, were disposed throughout Central America and South 
America during World War II. We are hoping that as a result of 
our planning and collaboration with the countries of Central and 
South America, they can perform these tasks that had to be performed 
by our armed services in the last war. 

(Discussion off the record.) 

General Botrft. The Inter-American Defense Board, of which I 
am the Chairman, has made very considerable progress in developing 
what is called a common scheme of defense for the Western Hemis- 
phere. Based on that, it is now considering a more detailed plan 
which sets forth the strategic and critical areas and the tasks which 
we expect to be performed in those areas. 

(Discussion off the record.) 

General Botrh. The Joint Chiefs of Staff, for whom I can also 
speak, definitely are not advocating across the board distribution of 
a certain amount of money to certain countries. They first want to 
evaluate the ability of a Latin American nation to handle a specific 
task in the defense scheme of this hemisphere. Then they would 
approach that nation to determine its willingness in the matter. If 
the answer were “we can do it, but we need this or that in the way of 
equipment,” and if procurement were on a reimbursable aid basis, the 
Joint Chiefs would favor it. However. in many cases the reimbursable 
basis could not be applied because of economic difficulties in the 
country concerned. In these cases we propose allocating the grant 
aid requested to enable the nation to perform that defense task. No 
money would be transferred until that nation had completed a 
bilateral agreement with the United States. 

To illustrate, I might use a case which occurred this last spring, in 
which Bolivia was interested in procuring from us some engineering 
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equipment with which she could work on the roads during peacetime 
and also be equipped for wartime employment. 

The material was on hand and not required by us. It was possible 
to deliver it to Bolivia on a reimbursable basis. The equipment has 
improved some of the road systems in Bolivia, in turn expediting the 
movement of tin to this country. 

(Discussion off the record.) 

General Bourt. The Panama Canal is another example for which 
we would welcome an opportunity to have a contribution of forces. 
Our defenses there are below what we would like to have, and they 
have had to be cut down to provide more troops for other areas of 
higher priority. It is conceivable that if one or more countries could 
contribute antiaircraft battalions for the protection of that area, the 
Joint Chiefs of Staff would be glad to help out with equipment, for 
fire control, for example. 

These examples point out the manner in which the Department of 
Defense would like to see this program executed. I know, from the 
standpoint of the Joint Chiefs of Staff, they are realistic about this 
and they have no intention of allocating an item of equipment to a 
particular country unless it is going to contribute positively to the 
plans which have been drawn up and set forth for meeting another 
emergency. 

The Inter-American Defense Board, in which 19 nations, including 
the United States, are represented, has made in the last year what | 
consider to be phenomenal progress in collaborating on this over-all 
idea of the security of the Western Hemisphere. 

The recent meeting of the Consultation of Foreign Ministers also 
resulted in the unanimity of their collaboration on planning and imple- 
menting the plans for the security of the Western Hemisphere. 

This not very large amount of money will make a definite contribu- 
tion even more in principle than it does in matériel to the security and 
the implementation of the defense plans. 

(Discussion off the record.) 

Chairman Ricuarps. Thank you, General. Mr. Carnahan. 

(Discussion off the record.) 

Chairman Ricuarps. Mr. Reece. 

Mr. Reece. What progress has been made in rubber production in 
South America? 

Mr. Miuier. Rubber production? 

Mr. Reece. Yes. 

Mr. Mixxer. I think we will get into that in the technical program. 
I would like to pass that until then. 

(Discussion off the record.) 

Chairman Ricuarps. Mr. Ribicoff. 

Mr. Risicorr. You say there is no understanding between the 
United States and these countries. What is it—just a feeling that if 
anything happened, these countries would cooperate? 

General Bouiré. I did not mean to say there was no understanding. 
There is a definite understanding. We have not oaly the common 
defense scheme, but the plan developed by the Inter-American Defense 
Board. But I mean for a specific defense task we have reached no 
bilateral agreement. 

(Discussion off the record.) 
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Mr. Risicorr. You still have the wholehearted and good will 
cooperation of Brazil? 

General Bouré. Yes. 

Chairman Ricnarps. Mr. Mansfield. 

Mr. Mansrie.p. No questions. 

Chairman Ricuarps. Mr. Battle. 

Mr. Barrie. No questions. 

Chairman Ricuarps. Mrs. Kelly. 

Mrs. Ketiy. Mr. Chairman, do we have a detailed report of the 
agreements reached as a result of the Fourth Meeting of Consultation 
of Foreign Ministers of the American Republics. 

Mr. Mitier. Those have been made public, Mrs. Kelly. 

Mrs. Keuuy,. Not the detail. 

Mr. Miuter. The resolutions. 

Mrs. Ketiy. Any agreements that we made. 

Mr. Miuuer. There were no secret agreements. I might emphasize 
one thing that General Bolté has adverted to. Going back to Mr. 
Ribicoff’s question, we have the Rio treaty. An attack against one 
country is an attack against all. We have set up the Inter-American 
Defense Board, which has worked out a common-defense scheme. 

Then at this very recent meeting of the Foreign Ministers, we 
reinforced the Rio treaty commitment in a resolution on Western 
Hemisphere defense, which for the first time put down on paper the 
obligation of each country to orient the use of its armed forces in 
behalf of the collective security of the Western Hemisphere. 

It is really to implement that defense scheme and the Foreign 
Ministers’ meeting that we are requesting this fund. That is why 
the Foreign Ministers’ meeting is significant, in response to Mrs. 
Kelly’s question. 

Chairman Ricuarps. Mr. Lanham. 

Mr. Lanuam. No questions. 

Mr. Risicorr. Mr. Chairman, is it too late for me to ask one more 
question? 

Chairman Ricuarps. Go right ahead. 

Mr. Riericorr. I raised this question with the witnesses who have 
testified in the other phases of this program. The United States has 
been in the process of making not really unilateral agreements from 
a sectional standpoint with all sections of the world. In these the 
United States commits itself and its forces to come to the assistance 
of all the various areas. 

Yet there seems to be a complete lack of a correlative duty on the 
part of these other areas to come to the assistance of the United 
States when the United States is in difficulty in other areas of the 
world. 

Has there ever been any attempt in your agreements with Latin 
America and South America to have them come to the United States’ 
assistance if we get involved in Europe, the Philippines, Japan, 
Australia, or any other segment of the world? 

General Bo.rsé. In some cases. They are all supporters of the 
United Nations Charter, which is designed, of course, for just that 
purpose. The countries of Central and South America support that 
Charter, of course. We have, for example, a Colombian troop unit 
in Korea now by agreement between the United States, as the United 
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Nations’ command, and Colombia. Other offers have been made 

and are in various stages of consideration. So there are cases in 

which these countries have specifically committed themselves in 

support of the United Nations Charter and in the case of this hemi- 
phere, the Rio treaty. 

hae: Miuter. I might add that we had a Brazilian division in 
ar during World War IT which was commanded by General 
Bolté 

Mr. Risicorr. Do you ever get the feeling of reluctance because 
they feel the defense perimeter is much too broad? Is there ever 
any talk from the South American countries about their jeopardy 
because of the widespread American commitments all over the world? 

General Bouiré. I have never heard anything to that effect. | 
have heard representatives of some of the countries speak of the 
influence which public opinion in their own country has on the propo- 
sition of committing military forces outside the country or outside 
the hemisphere. 

Mr. Risicorr. What is that attitude? 

General Botte. It varies, of course, in different countries. 

(Discussion off the record.) 

In the event of another world war, I think every country of the 
free world would realize it would be an all-out effort and they would 
all be involved in it. 

Mr. Miter. | think it also ought to be stressed, Mr. Ribicoff, 
that what we are talking about here relates exclusively to Western 
Hemisphere defense under the Rio treaty. 

When it comes to any action under the Rio treaty, I think by 
definition you get a much more wholehearted reaction from the Latin 
Americans than any situation involving sending troops outside. 

Mr. Ristcorr. That is all. 

(Discussion off the record.) 

Chairman Ricwarps. Are there any other questions? 

Mr. Reece. What about Central America? 

General Botrs&. I did not understand the question. 

Mr. Reece. What about Central American countries? 

General Bour&. They are all small countries and they all have very 
small forces—able to contribute little to hemisphere defense. 

Mr. Reece. What I particularly had in mind—I guess this is not 
the place to refer to it—in case trouble should arise, is the relationship 
with them such that you have a right to believe they would sympa- 
thize with us and cooperate with us? 

General Boutré. Yes, sir. As a matter of fact, since I have been 
associated with the Inter-American Defense Board, I have been con- 
stantly gratified at the unanimity and the willingness to collaborate 
in the production of these* agreements. 

Mr. Resce. What about Guatemala? 

General Bo.trfé. Guatemala also. The Board resolutions that have 
been passed and the action on the scheme of defense prepared by the 
Board was unanimous. It was every country. It is a very pleasant 
relationship. 

(Discussion off the record.) 

Chairman Ricnarps. Mr. Battle. 

Mr. Barrie. General, your chart shows grant aid, and although the 
reimbursable paid is not chargeable to the taxpayer, how much do 
you estimate will be transferred in 1952 under this reimbursable aid? 








aT Ieee 


Fae oan Ee 


See ie 


ip yuan 


rgd 


De 


ae Cece 


pikees ai Ne tz 


fale Bande sh 
ate CREE 


pakaey [35% 


aisiy 


eS tee inane 


Bil yeh AEA. V ES ha 


Mi eS NEA 


THE MUTUAL SECURITY PROGRAM 1089 


General Bouré£. I will estimate a little over $100,000,000 not includ- 
ing Canada. I have a record that shows what has been transferred 
in the past. The principal reason for small transactions would be our 
shortages in hardware and the heavy demands which Korea, Western 
Europe, and other priority areas in the world are placing on our 
production. Latin America cannot now be placed very high up on the 
list. While this bill would provide the money, which is, after all, the 
index, it is really the item of equipment, such as antiaircraft guns, 
and so on, Which are weighed in the balance as to whether they would 
go there from short supply or elsewhere. 

Mr. Barrie. Would you anticipate an increase? 

General Bo.ré. As the situation eases up. For instance, if we 
could ever settle Korea, we could switch that flow of supply and some 
could be made available for Latin America on the reimbursable basis. 

In connection with this subject of reimbursable aid, I would like 
to mention in emphasis a subject which was discussed the other day 
before this committee. It concerns the proposed provision, section 504, 
of this legislation you are considering. This section provides for an 
increase in the total limitation which is now imposed on the value of 
military equipment which may be sold on a reimbursable basis to 
foreign governments. The requested increase in limitation, which of 
course does not require appropriations, is designed primarily to permit 
Canada to carry out her military modernization program through the 
purchase of United States military equipment. Such an increase, too, 
is a necessity for the Latin-American nations to enrble them to main- 
tain their armed forces at modern standards. We expect the bulk 
of our total assistance to Latin America to continue on a reimbursable 
basis. 

Mr. Barrie. Thank you, General. That is all, Mr. Chairman. 

Chairman Ricnarps. Thank you, General. We will continue with 
Mr. Miller now. 

Mr. Mituier. I will answer any political questions or proceed in 
any other way that you want. 

Chairman Ricwarps. You go right ahead and proceed, Mr. Secre- 
tary, in the way you want to. 

Mr. Mitier. Mr. Chairman, the second part of the administration’s 
request under title IV relates to $22 million for technical cooperation 
programs during the fiscal year 1952, ef which $1 million will be for 
multilateral programs carried out by the Organization of American 
States; $3 mulion for continuing our UN programs in Latin America; 
and the remainder, $18 million, will be for bilateral programs. on 

Mr. Kenneth Iverson, who is the president of the Institute of Inter- 
American Affairs, in the absence of Dr. Bennett, Technical Coopera- 
tion Administrator, will speak on that. 

[ will submit for the record a statement prepared for Dr. Bennett, 
which he will talk about when he eventually appears before this 
committee. 

Chairman Ricuarps. I noticed that Dr. Bennett had a statement 
here. He does not want to include that in the record now? 

Mr. Mitier. Not until he gets here. 

Mr. Mixuier. All of the technical cooperation programs that we 
are going to be continuing in the fiscal year 1952 have been in effect 
in preceding years. 

Unlike other areas of the world, we have had technical cooperation 
programs going on in Latin America for about 11 years. During 
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World War II Mr. Nelson Rockefeller created the Institute of Inter- 
American Affairs, which Mr. Iverson is now directing. 

About 77 percent of the funds which we are requesting in fiscal 
1952 will be devoted to programs in the field of agricultural develop- 
ment and food production, health and sanitation, and basic education, 
primarily vocational training. These requests for funds for these 
programs are requests for merely continuations of and additions to 
programs already under way. 

In addition to that, we are carrying out certain other programs. 
The next most important being programs for the development of 
rubber and mineral resources, and for transportation and communica- 
tions, the latter consist primarily of continuing civil aviation missions 
and the supply of certain highway and railroad technicians. There 
is also some work under way in the field of industry and labor and 
government administration and services. 

I have had distributed to each member present this morning a 
detailed breakdown—this mimeographed document—showing how the 
$18 million of bilateral programs will be broken down. 

This committee is generally familiar with the work of the Institute 
of Inter-American Affairs, which up until last year used to present 
its own program. You are also familiar with the work of the old 
Inter-Departmental Committee on Scientific and Cultural Coopera- 
tion, the programs of which are also included now in this single over- 
all request for bilateral technical cooperation programs in Latin 
America. 

We can ask Mr. Iverson to add what he wants to my statement, 
or we can go straight to the questions. 

Chairman Ricuarps. Suppose we go ahead with Mr. Iverson, and 
then the questions may be asked later. Mr. Iverson. Please state 
your full name and title. 


STATEMENT OF KENNETH IVERSON, PRESIDENT, INSTITUTE OF 
INTER-AMERICAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Iverson. I am Kenneth Iverson, president of the Institute 
of Inter-American Affairs. 

I would like to point out the problem in Latin Ameriea that the 
point 4 program is attempting to assist the countries of the Latin- 
American Republic to solve and also some of the activities. 

As I describe the activities, I would like to circulate to the members 
of the committee pictures of the actual activities. As Mr. Miller 
stated, the work in Latin America has been going on for more than 
10 years. We bring to the committee a series of accomplishments, 
and a number of problems in relation to which we hope to continue 
helping our Latin-American neighbors. 

First, in the Latin American countries there are major problems of 
inadequate food supplies, poverty, illiteracy, and disease which con- 
front these countries, and which they themselves must solve if they are 
to become strong democratic entities in the Western Hemipshere. 

Some of these figures are as follows: There are approximately 155 
million acres of land for 138 million people. ‘There is 1.1 acre of land 
for each person in these countries. In the United States we have 
better than 415 million acres of land for the 155 million people, or 2.6 
acres of land per individual in the United States. 
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That is not all. In the United States our production per acre is 
estimated to be about five times the production per acre in the Latin 
American countries, or, in reverse, the Latin-American countries pro- 
duce about one-fifth per acre of what we do, and they have less than 
one-half the number of acres per individual in cultivation. 

With the exception of possibly two or three countries in Latin 
America, the mass of the people do not have adequate food supplies. 
The best estimates we have on calories consumed is under 2,100 calor- 
ies, as compared with approximately 3,100 in the United States. This 
does not include either Argentina or Uruguay, and possibly Cuba. 

The annual per capita income in Latin America for ten countries is 
less than $100. Only in Argentina, Cuba, Uruguay, and Venezuela, 
do we have a per capita income better than $200. In the United 
States, it is better than $1,400 per individual. Another factor of in- 
terest in Latin America is that the people have a life expectancy of 
about 35 years. 

The first subject I want to talk about in this program is agriculture. 
Approximately 60 percent of the people in Latin America earn their 
livelihood from farming. There are two ways in Latin America to 
increase food production. One way is to expand cultivation to new 
land. It is estimated there are 200 million acres of land that could be 
opened up for cultivation. It is not the purpose of the proposed point 
4 program to open that land, but the program will have a direct and 
indirect effect in encouraging the peoples of this country in opening 
this vast amount of land. The principal activities we propose to 
carry on in Latin America is the better utilization of the land which is 
now in cultivation. 

These are the types of things we are going to carry on in these 
countries: Research activities. For example, in relation to coffee, 
which is one of the major items of production in Latin American 
countries, cooperative research is going on which is having the effect 
of materially increasing production. 

Seeds are coming out of the Latin American research stations, farms, 
and experiment stations which we have helped organize. This picture 
will show the difference between the type of seed which is now being 
used (in the top picture) and the type of seed which is being used where 
proper cultivation is not practiced. 

New sources of vegetable oils are being developed in these countries 
due to the new method of extracting oil from the plants themselves 
which have been introduced. 

There are in the programs experiment stations which are established 
for the purpose, not only of finding solutions to the diseases that con- 
front these countries in the production of agricultural items, but also 
bringing in and testing new items which can be used in agricultural 
production. 

In addition, we have livestock improvement programs. Latin 
America has about as much livestock as the United States, but it is 
concentrated in a few of the countries. 

For example, in Paraguay, we are carrying on a livestock improve- 
ment program. It is designed to bring better breeds of cattle into 
the country and to develop a type of animal that the country can 
afford to have and which will increase the production of meat. 

Excellent results have been achieved by this type of program in 
these countries. One of the major problems that confront the 
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countries is the difficulty or lack of facilities for taking agricultura! 
information to the farmer. We are working with the countries in 
Latin American in setting up extension services that will take informa- 
tion on how a farmer can produce more from the land than he has, 
and take that to that farmer in order that he can get better and greater 
crops out of his soil. 

In Peru we have been successful in setting up an extension service 
in which 33 stations are being manned, not by Americans, but by 
Peruvians who have been trained either by Americans in Peru or 
Peruvians who have come to the United States. 

Our extension service activities include conservation. The pictures 
here will show what is being done in improving and maintaining the 
land that is now being cultivated by the farmers, such as soil mainte- 
nance, use of fertilizers, and the results of fertilizers; pest control, 
—- irrigation practices, seed distribution, use of tools, and so 
orth. 

We have set up machinery pools where the people of these countries 
are taught the maintenance and use of agricultural equipment in 
order that they themselves can either rent it from the pools that are 
set up, or purchase agricultural equipment if their resources permit. 
We also have a training program, not only locally, but in the United 
States. 

I would like to point to one or two examples. In Peru, as a result 
of this program, potatoes which are one of the main items of diet, or 
the staff of life, were gradually being eliminated from the farms in 
this country because of the pests and worms that were getting into 
the soil. The cooperative program in the last 5 years, with the use 
of pesticides and insecticides has increased the volume of production 
100 percent, and today there is a more adequate supply of potatoes 
in that country. 

Four years ago tomatoes were very scarce in Peru. Today, although 
there has been an increase in the cost of living between 300 and 400 
percent, the cost of tomatoes in that country is still what it was 4 
years ago. So in effect there has been a decrease in the price of this 
article because of the increased production. 

These are advances which I could go on citing in country by country 
up and down the hemisphere that have resulted from the work which 
is being performed by these people with the assistance of the United 
States. 

At this time I would like to point out that it is not a program which 
is being administered solely by the United States; nor is it a program 
being administered solely by these countries. I think in the hemi- 
sphere we can point with real pride to the fact that the countries of 
Latin America and the United States are partners in carrying out 
programs for the solution of problems in the field of agriculture. 

Years ago we started a type of administrative device which has 
come to be known as the servicio type of operation. In fact, when 
one of these countries asks for assistance in the field of agriculture and 
the United States, after considering it from the standpoint of foreign 
policy, decides to cooperate with the countries, we suggest to the 
country that rather than have simply an advisory program it ought 
to be an actual program where the technicians from the two countries 
work together. We suggest they create within the framework of their 
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Ministry of Agriculture an office called the Cooperative Servicio for 
Agricultural Development. 

This device has been used in most of the countries of Latin America. 
The servicio is an agency of the Latin-American government. The 
governments, in order to insure that the work would move along as 
rapidly and as effectively as possible, usually appoint an American 
director of the servicio. This official receives his salary and expenses 
from the United States. Both governments assign their nationals as 
staff members. Then both countries put in the money which is used 
in carrying out these programs. 

I can report today that the countries of Latin America in the field of 
agriculture are putting in more money into the cooperative agricul- 
tural development programs than the United States. 

In addition to the items I have mentioned, there is a rubber devel- 
opment program which is being carried out. This program is attempt- 
ing to solve the problem of blight and disease which is attacking the 
rubber trees of the hemisphere. This is the hemisphere where rubber 
trees were first found. The rubber trees of the rest of the world were 
taken from this area. Real progress is being made in the research 
stations of the countries that receive the assistance of the United States 
rubber technicians in combatting the diseases that affect not only the 
root and stalk, but the leaves of the rubber trees. 

Secondly, real progress is being made in supplying plantings that 
can be purchased by the farmers of the hemisphere and planted in their 
own plantations or farms. 

I would like now to move to the health and sanitation program and 
give one or two factual figures to indicate the problem these countries 
are confronted with. 

The death rate of Latin America is 50 percent higher than the death 
rate in the United States. 

Chairman RicHarps. How much? 

Mr. Iverson. Fifty percent higher than in the United States. 

I have already indicated that the average life expectancy in a 
Latin-American country is approximately 35, as egainst the life 
expectancy in the United States of 66. The disease problems that 
confront Latin America are legion. 

I will not take the time of the committee to mention them, but 
there are many. I think you might be interested in some of the 
figures on the number of physicians in Latin America. There are 
approximately 50,000. In the United States there are 150,000. 
Nursing, which as a profession has not been recognized in Latin 
America until recent years, has not been developed. At present there 
are less than 10,000 graduates nurses in Latin America compared to 
more than 300,000 in the United States. There are only 52 nursing 
schools as against over 1,000 in the United States. 

We have used the same type of cooperative services arrangements 
for health and sanitation programs, as previously described for 
agriculture. 

Incidentally, it is a device which I believe is going to be used in 
other areas of the world, because we find in other areas interest in 
this device and a desire to take the meritorious aspects of it and use 
it in other areas. 

One of the principal activities in the health program is the health 
center. The health program is primarily a program to reduce disease, 
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and not to cure it. There are too many people ill in these countries to 
take care of them in hospitals. The principal objective of our pre- 
ventive medicine program is to reduce the incidence of disease. 

The health center pictures which you see here will show the activi- 
ties of the visiting nurses, who go through the communities giving 
vaccinations, taking care of expectant mothers, treating the voung- 
sters and advising them on questions of health, and even developing 
little agricultural demonstration activities which will actually show 
the people what type of vegetables to raise, and what type of diet 
to have. 

The next is malaria control. We have worked with the towns in 
the various areas. IL remember the little town of Breves on the 
Amazon River. In 1945 no boats were stopping at that little town. 
The cooperative health program went in and spraved DDT and 
cleaned up some of the swampy areas, so that town is today a thriving 
little metropolis on the Amazon. 

These are examples of many of the hundreds of types of activities 
in which we are cooperating with these Governments. 

In the field of health and sanitation from Mexico south, not inelud- 
ing Argentina, there have been over 3,000 activities of this type— 
health centers, water and sewage systems, control of specific diseases, 
health education, hospitals, training, research, industrial hygiene. 
In the latter field the program is contributing to the production of 
strategic materials. In Peru, for example, the United States and 
Peruvian technicians have gone into the mines, examined the condi- 
tions, and have made recommendations to the Government which 
resulted in a safety law being enacted in that country. There has been 
improvement in the health conditions of the miners which results in a 
definite contribution to the defense effort by way of more strategic 
materials. 

Our objective in the health program is to train the people of these 
countries so that they have a national health department, which will 
continue on to solve the problems which confront these people, with- 
out assistance from the United States. 

The pictures that have been circulated may raise questions con- 
cerning these activities. We recently received a statement from the 
manager of the Victoria Minas Railroad, which is the railroad that 
serves the major steel mills in Brazil, which indicated that as a result 
of health programs in that country, the operating costs had been 
reduced one-third, because the workers were now in a position to 
come to work 6 days a week, whereas before, approximately one-third 
of their employees were sick with one type of illness or another. 

Another major problem that the Latin-American countries face is 
that of illiteracy. About 50 percent of the population above schoo! 
age have never attended school. Illiteracy rates run from epproxi- 
mately 35 percent to as high as 92 percent. 

Many of those who have gone to school have received only 2, 3, 
or 4 years of schooling. The teaching methods used are generally 
that of memorization. The teachers, as a rule, have not received 
more than ninth- or tenth-grade educations. The cooperative 
program that is now being carried out is for the primary schools of 
the country, primarily in the rural areas. We are helping these 
countries develop a curriculum for the primary schools, and also for 
the vocational education schools. We are organizing teacher training 
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systems to train the teachers of these countries—not the students— 
so that the teachers themselves can more adequately handle the 
problem of education. 

I think it is interesting to note one of the systems of organizations 
for the rural schools that we have approved, and helped them develop. 
This is what is called the nuclear system. 

This system was already in existence in Bolivia when our program 
started, but the director of the cooperative educational program in 
that country encouraged the Bolivians to follow it to a greater extent. 
Under this system, a trained supervisor is placed in one center or 
nucleus and given the responsibility of demonstrating improved 
teaching methods, the construction and improvement of school 
houses. The teaching of youngsters in that entire area is improved 
by bringing in the school teachers from all the areas around, so that 
in one center you have a demonstration and a training program which, 
in effect, affects all the schools around that area. 

At the present time there are a good many hundreds of rural schools 
in Bolivia that are organized into the nuclear system. 

In these schools, not only in Bolivia but in the other countries 
where we are working, student attendance is generally about one-third 
higher, and is gradually increasing, as a result of the increased interest 
in schools both on the part of the parents and students. It is one- 
third higher than it is in the areas where we are not working. 

In addition to the educational program we have, as Mr. Miller 
indicated, a program in industry and labor, under which we are bring- 
ing to the United States personnel in various fields of technology for 
training in order that they can return to their countries and help to 
develop them. 

We are helping them develop vocational educational systems so 
that these countries may be able to train the personnel that are 
needed, as these countries develop their industrial capacity. 

Transportation is a major problem, and those of us who have 
traveled around Latin America have seen it. It is one of the principal 
activities in the cooperative technical assistance program, and we are 
not only giving them advice and assistance in the field of air trans- 
portation, but consultative service on roads, railroads, and other types 
of transportation, such as water transportation. 

In the field of mineral resources, the Bureau of Mines of the Depart- 
ment of the Interior has done a very fine job in working with the 
countries in exploration and testing of various minerals. The deposits 
of manganese recently found in Brazil were partly due to this type of 
work. 

We have found in Latin America that deficient government admin- 
istration is impeding the type of program we are attempting to carry 
on. If an agency is not capable of administering a program, no 
matter how good the technicians are, it is not possible for them to 
effectuate it. So we have been, through this servicio device, dem- 
onstrating good public administration. That has resulted in con- 
tinuing requests from these governments for other assistance in im- 
proving the administrative structure of their government, including 
the tax structure, and the customs, tariffs, and other structures that 
are so important to the economic survival of the country. 

Mr, Chairman, I have rapidly gone through the high lights of this 
program and, as Mr. Miller indicated, 1 would be glad to answer 
questions on it. 
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Chairman Ricnarps. Thank you, Mr. Iverson. We will go down 
the line under the 5-minute rule, and the committee members will 
ask either you or the Secretary questions as they wish. 

Mr. Carnahan. 

Mr. CarNAHAN. Your position is president of the Institute of 
Inter-American Affairs. Is that correct? 

Mr. Iverson. Yes, sir. 

Mr. Carnauan. What department are you in? 

Mr. Iverson. Mr. Carnahan, the Institute of Inter-American 
Affairs, to get the background of it, was first created under the 
authority of Congress in 1942 by Mr. Nelson Rockefeller as a cor- 
poration of the State of Delaware. In 1947 the Congress incorporated 
it as a statutory corporation and vested in the Secretary of State the 
authority to appoint the members of the board of directors of the 
corporation. So that in effect we are attached to the Department of 
State, and Mr. Miller here is Chairman of the Board of Directors. 

Mr. CarnaHan. What is the status of the action that Congress 
took, I believe, in 1949, extending the Institute of Inter-American 
Affairs for 5 years? 

Mr. Iverson. Yes. In 1947 the Congress authorized the Institute 
for 3 years. Then, in 1949, it extended the life of the Institute, so to 
speak, to June 30, 1955. 

Mr. Carnanan. As to the authorization of funds now in this bill, 
are we carrying some authorization of funds to be used directly by the 
Institute of Inter-American affairs? 

Mr. Iverson. Mr. Carnahan, the appropriation this year is carried 
in the total bill, and the Institute will carry out its programs from the 
funds in the request for $18,000,000, which is the amount requested 
for the United States bilateral activities in Latin America. 

Mr. CarnaHAn. How mucb of the $18,000,000 is provided to the 
Institute? 

Mr. Iverson. There is no specific allotment of funds to the Insti- 
tute this year. We will simpiy be one of the participants and the 
decision will be made later by Dr. Bennett and the board as to what 
part the Institute plays in the program. 

Mr. CarnaHan. What relationship do you have to the point 4 
program? 

Mr. Iverson. Under the act of International Development passed 
last year, the act specifically provides that the President, and he to 
whom he delegates the authority, bas the responsibility to direct and 
supervise the technical-assistance programs of the United States 
Government. We, being an agency carrying out a part of the tech- 
nical assistance program, come under the general policy direction of 
Dr. Bennett as Administrator of the Technical Cooperation Adminis- 
tration. 

Mr. CarnaHan. Do we have programs in Latin America other than 
those under the direction of the Institute? 

Mr. Iverson. Yes, we do. There are a number of programs being 
administered by other agencies of the Government. I think it is 
very desirable to call upon the other agencies of tbe Government for 
the use of their technicians in assisting in the administration of pro- 
grams. There are a number of departments that are working in 
this field. 

Mr. Carnanan. That is all, Mr. Chairman. Thank you. 
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Chairman Ricwarps. Mr. Battle. 

Mr. Barrie. Thank you, Mr. Chairman. 

It is good to see you, Mr. Iverson. 

Mr. Iverson. It is nice to see you, Mr. Battle. 

Mr. Barre. In 1949 I believe I was a member of the Mansfield 
subcommittee that held hearings and went into the possibility of 
extending the life and funds of the Institute of Inter-American 
\ffairs. I would like to say that at that time I was very much im- 
pressed with the work that had been accomplished. I know of no 
other governmental organization that accomplished more in the same 
amount of time with what you had to work with. I have had no 
reason to change my mind in regard to that feeling. 

| believe vou sort of paved the way, and to me it pointed out the 
great possibilities that we have all over the world through this type 
of work. 

I would like to commend you and the Institute for what vou have 
done. 

Mr. Iverson. Yes, sir. Thank you. 

Mr. Barrie. | would like to commend Mr. Miller too, for his work. 
I went on a trip with him once and he taught me how to speak Spanish. 
Thank you. 

Mr. Miuier. Thank you. 

Chairman Ricuarps. Mr. Ribicoff. 

Mr. Rfsicorr. This can be off the record. 

(Discussion off the record.) 

Mr. Risicorr. That is all. 

Chairman Ricwarps. Mr. Hays. 

Mr. Hays. I am particularly interested in your agency, Dr. Iver- 
son, because I happen to have a son-in-law who is employed by the 
Institute. I do not know whether you know it or not, but he is an 
engineer in Mexico. I think at the time he was employed you did 
not know he had congressional connections. I was pleased about that. 

Chairman Ricuarps. The question is, “Is he a good engineer?” 

Mr. Iverson. Yes. 

Mr. Hays. Thank you. I do not know whether I would get the 
same answer in private, but I am pleased to hear that. My wife and 
I went down to see him last fall. We had intended to make sort of a 
sightseeing trip and it turned into a field inspection of vour work 
because it became so interesting to us. I went out with him and I 
did have a chance to learn something of your work in Mexico. 

I would like to talk about that in my 5 minutes and ask you some 
questions to clear up some vague ideas in my own mind about it. 

Does Mexico generally provide a pattern for the other Latin-Ameri- 
can countries? Would my view of things there give me a good idea 
of what is going on in other countries? 

Mr. Iverson. Yes, sir, Mr. Hays, it would. The same adminis- 
trative technique is used. The same brand of technicians of the two 
countries work together. While there is some emphasis in Mexico 
primarily in the field of water, sewage and health centers, there is a 
general educational health program in that country which is a good 
pattern for the rest of the area. 

Mr. Hays. I have been looking over your breakdown and most of 
re million dollars that we put into Mexico goes into personal services, 
does it not? 
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Mr. Iverson. Yes, sir. I can give you the exact figures on that. 

Mr. Hays. I think: t would be good to have that because I am 
confident in my own mind we can defend this figure. I do not know 
a better way to use a million dollars than improving conditions at our 
doorstep. 

Chairman Ricuarps. Have you got the breakdown of that 
$1,000,000 in figures? 

Mr. Iverson. Yes. 

Mr. Hays. It is all in the chart except that I do not read it quickly 
as between capital investment and materials, or personal services. 

Chairman Ricuarps. Yes. 

Mr. Iverson. In 1951 the total contribution to the health and 
sanitation program of the Institute of Inter-American Affairs was 

237,784. Of this amount $105,264 was provided for experts or 
United States technicians; $32,520 for trainees or Mexicans who come 
to the United States for training; and $100,000 was the program con- 
tribution to the joint operating fund of the two countries. 

Mr. Hays. Thank you very much. 

Chairman RicHarps. Is that in the printed breakdown? 

Mr. Iverson. Yes, sir; it is, Mr. Chairman. 

Mr. Hays. I went to see the Aleman Health Center, and it seems to 
me they are doing a very significant work in the field of health. Do 
we have any money in that building, or was our contribution just 
technical service? 

Mr. Iverson. Under the device we use, there is a cooperative 
servicio or bureau created in the Ministry of Hygiene of the Govern- 
ment of Mexico. Into that servicio there is contributed $100,000 
which came from the United States, and the money which was con- 
tributed by the Government of Mexico. I should say the last figures 
that we have are for the year 1950. We have not received the final! 
figures for the year 1951. 

The Government of Mexico contributed to this same account 
$350,596. In the same vear, 1950, the Institute contributed to the 
same joint fund $100,000. It is that $450,000, plus prior accumula- 
tions, that is used to do all of the work, including the construction of 
the Aleman Health Center. 

In that particular case they contributed public money for that 
health center, but it comes out of the joint funds. 

Mr. Hays. Do I have some more time? 

Chairman RicHarps. Yes, sir. You have two more minutes. 

Mr. Hays, I want to come back to it, if you are going to give us 
time after the 5 minutes. 

Chairman RicHarps. We will give you additional time. 

Mr. Hays. Thank you, Mr. Chairman. I also spent some time 
with Mr. Herrar at the Rockefeller Foundation center. He had 
planned to take us to Chapingo that day, but canceled it because of 
a conference with the Secretary of Agriculture of the Mexican Gov- 
ernment, leading, we hoped, to the establishment of a program com- 
parable to our extension service in agriculture. 

Are those plans materi vlizinz? 

Mr. Iverson. To date they have not requested an agricultural 
program, but the discussions are still going forward for the coopera- 
tive program in the field of extension services. 
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Mr. Hays. Is that not the big vacuum generally in these areas 
where we are carrying out the point 4 program, that is, the lack of 
in extension service manned by their own people to do the educational 
job? 

Mr. Iverson. Mr. Hays, we believe tha: is one of the very im- 
portant areas, and we are concentrating on the extension type of 
service, which means getting information out to the farmer, so that 
the farmer can produce more on his land. 

Mr. Hays. Another thing that impressed me is the emphasis you 
are giving to the use of native personnel. The inclination is when we 
look at the total picture, which is a rather grim picture, to feel that 
there is not much of a resource there. However, Mr. Herrar pointed 
out, for example, a young Mexican who had been in the United States 
under the training program who is a distinguished scientist already, 
and because he knows Mexico is able to do a job that is historic. 

You would agree that that is a vital part of this program, would 
you not, and that we can do nothing better than to put some money in 
the training of these young Mexicans to help them become scientists 
and leaders in that field? 

Mr. Iverson. Mr. Hays, we have found there are, in all of the 
countries of Latin America where we are working, very capable people. 
Given the opportunity and the stability that we give them in this type 
of program, it permits them to use their training and education and 
experience. I point to the figures in the case of Mexico, where in the 
health and sanitation program we had on June 30 this year seven 
Americans. Inthe health servicio there were 478 Mexican emplovees 
working, so they have a ratio in that particular program of seven 
against 478. 

Chairman RicHarps. The gentleman’s time has expired. We will 
come back to him. 

Mr. Reece. 

Mr. Reece. When will it be an appropriate time to discuss rubber 
and some of the other strategic materials that might be developed? 
This is what I have in the back of my mind. During World War II a 
considerable rubber industry was put under way, and plans were made 
for some of the other strategic materials down there. I do not know 
which of you, Mr. Miller or Mr. Iverson, would care to talk on that. 

Mr. Mituer. Mr. Iverson touched on this in his direct presenta- 
tion, Mr. Reece, while you were out of the room. 

Mr. Reece. I am sorry I had to be out then. I had to go to another 
meeting and came back as rapidly as I could. 

Mr. Iverson. I would like first to point to the figure that is being 
requested this vear and last vear’s expense. 

In the rubber development program for 1951 there was authorized 
$320,665 for rubber research and experimental work being carried on 
in the hemisphere. The proposed program for 1952 is a little over 
twice that, or $783,200. That money is being used primarily to pay 
the salaries and expenses of United States rubber technicians in work- 
ing with the experiment stations, and rubber technicians of approxi- 
mately 11 of the Latin-American countries in two principal fields 
of activity. 

One, in finding solutions to the disease problems which adversely 
affect the rubber tree. 
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Secondly, in actually planting and producing rubber seedling tha‘ 
can be purchased by the farmers and planted on their own farms or 
rubber plantations in the hemisphere. 

Mr. Reece. During World War II Firestone started a development 
program down there in rubber. What has become of that work? 

Mr. Iverson. The Firestone research work is still going on, | 
believe, if I am correct in that. 

Mr. Reece. Do you believe they are progressing? 

Mr. Iverson. They still have a reasonably large--we do not have 
the figures at hand, but they have a pretty large program. 

Mr. Reece. What are the prospects of having rubber down there? 

Mr. Iverson. I was recentiy in Central America talking to one of 
the rubber technicians in Guatemala, and they feel real progress will 
be made in the development of disease resistant trees, and in spreading 
the rubber trees to the small producers and small farmers all over 
Central America. 

Mr. Reece. Then there are a number of other strategic mineral 
programs in South America. Is any attention or direct respon- 
sibility being assumed in trying to develop a supply of strategic 
minerals? Rubber is only one, but there are many other strategic 
materials there also. 

Mr. Miter. I would say in a great number of ways, Mr. Reece, we 
are paving attention to that problem. One of the most important 
resolutions that was adopted at our recent Foreign Ministers Con- 
ference called for some cooperative efforts in the increase of strategic 
materials. I have read with a great deal of interest the staff memoran- 
dum on strategic materials that was piepared in preparation for this 
hearing. I think it emphasizes the amount of dependence that we 
feel toward Latin America. Of the $18,000,000 bilateral program 
we have provided for fiscal year 1952 $800,000 for technical coopera- 
tion in connection with the development of mineral resources, as 
compared to $400,000 during fiscal 1951. 

Also, we are allocating $700,000 to technical cooperation in connec- 
tion with transportation. That should facilitate also the deliveries of 
strategic minerals to us because one of the related problems is the 
question of transportation of the materials from where they are in 
many cases. Also, the Export-Import Bank and the Internationa! 
Bank, in which we participate, have been very active, and will probably 
be more active in the future, in making loans for the development of 
strategic materials. They have just made, that is, the Export- 
Import Bank just made, a loan to a firm in Peru for the development 
of tungsten. 

Each institution has before it—that is, the Export-Import Bank 
and the International Bank each have pending before them—applica- 
tions for the development of very large manganese deposits in Brazil 
It is interesting that both of those deposits were found through the 
basic investigatory and exploratory work to bring them to the stage 
of development, and that was done under the technical cooperation 
program of the Bureau of Mines of the Department of the Interior. 

Chairman Ricuarps. Your time has expired. We will come 
back to you in a minute. 

Mrs. Kelly. 

Mrs. Ketiy. Thank you, Mr. Chairman. 





THE MUTUAL SECURITY PROGRAM 1101 


Do you mean this $800,000 appropriation, or planned expenditure 
for the year 1952 for technical assistance to develop the mines, is the 
reason for the increase of the appropriation or anticipated authoriza- 
tion from $11,000,000 last year to $18,000,000 this year? 

Mr. Miuuier. No. That is one of the items. We are doubling the 
amount for mineral resources, Mrs. Kelly, from $400,000 to $812,000. 

Mrs. Ketiy. By what other reasons can you justify this increase 
from $11,000,000 to $18,000,000? 

Mr. Miuuer. On the second page of this breakdown you will find 
the details as between 1951 and 1952. Fifty percent of the increase 
is in the field of agriculture, forestry, and fisheries. That item goes up 
from $3,500,000. to $6,500,000. 

That is due, for one thing, to the fact that Dr. Bennett, who is the 
Technical Cooperation Administrator and who will be here before 
you when he returns, feels that is one of the fields in which most work 
can be done in Latin America. 

Then, our rubber-development program has gone up substantially. 

Those are the items I have mentioned. Plus transportation, those 
are the items in which tie greatest increases will occur between 1951 
and 1952. 

Have you anything to add to that, Mr. Iverson? 

Mr. Iverson. No, sir. 

Mrs. Ketuiy. That is the reason then for the increase in your 
authorization over the last fiscal year? There is a difference of $6,828,- 
979. 

Mr. Mituer. Yes. 

Mrs. Keiiy. Due to the increase in trade to the South American 
countries this past vear, their national income has increased in the 
hundreds of percent. Is that correct? 

Mr. Miuumr. I do not know the exact amount. 

Mrs. Ketiy. But it is very high? 

Mr. Mriuuer. There has been a very substantial increase since 
Korea in the total dollar balance of Latin America. 

Mrs. Keuuy. Is it possible for them to assume any of this cost of 
increase themselves, since we are committed to other sections of the 
world? 

Mr. Mriier. They will. All of these increases in our contributions 
will, because of the servicio technique Mr. Iverson has outlined, bring 
about increases in their expenditures for these programs. 

Mrs. Ketiy. But that does not lessen our contributions? 

Mr. Mitier. No. These are the amounts of our contributions. 

Mrs. Ketiy. Thank you. 

Chairman Ricuarps. Mr. Lanham. 

Mr. Lannam. No questions. 

Chairman Ricnarps. I want to ask a question, Mr. Miller. 

We are now considering a Mutua! Security Program. 

Mr. Minier. Yes, sir. : 

Chairman Ricnarps. The European part of it is a defense program. 
Would you consider point 4 part of the Mutual Security Program, or 
is it an entirely separate activity, seeking to accomplish different ends? 

Mr. Mixer. Well, I think that it is related to the over-all general 
objective that the Mutual Security bill is aimed at; that is, to try to 
strengthen the free world. I think it is in our national-defense interests 
that Latin America be stronger than it is, and that there be diminished 
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this great disparity between our standard of living and theirs, par- 
ticularly since their very low standard of living makes them susceptible 
to Communist penetration. 

When General Bolté was on the stand he spoke of the fact that 
some of these countries down there were not disposed to participate 
actively in oversea collective-defense efforts because of the feeling of 
remoteness from the conflict. That is due precisely to the fact that, 
although Communists have not penetrated into the upper reaches of 
government, nevertheless Communist propaganda has been very ef- 
fective in many of these countries in influencing the attitudes of the 
governments toward what might be called neutral positions, by play- 
ing upon the sympathies and susceptibilities of the people, and em- 
phasizing their very low standard of living in relation to ours. 

Also, since strategic-materials procurement is one of our prime 
defense objectives in Latin America, I think it would be fair to say 
that virtually every item shown in the breakdown on page 2 is related 
in one degree of proximity or another to our over-all objective of 
strategic-material procurement. 

Chairman Ricuarps. I thought that was your approach, but what 
about this now? You have several activities there, and I would like 
to know how you feel about consolidating those activities. What do 
you think about that? Can that be done without injury? 

Mr. Miuuer. Are you speaking about administration now? 

Chairman Ricuarps. Administration. 

Mr. Miuuer. | am interested in the substance of the program. | 
think that the more coordination we can arrive at, the better. If 
we can cut down on administrative expenses, fine. 

Chairman Ricuarps. Well, the activities are under the supervision 
of the State Department, including practically all of the activities 
going on in the Western Hemisphere outside of, you might say, those 
which are strictly military. 

Mr. Miuuer. The Technical Cooperation’ Administration coordi- 
nates all of the bilateral technical cooperation programs in this hem- 
isphere which are carried out, as Mr. Iverson said, by various agencies. 
Any duplication between those agencies of course should be eliminated. 
That would be fine. That has been an objective of ours. 

Chairman Ricuarps. That is what I understood, and I just won- 
dered whether you had accomplished about as much of that as you 
could without hurting the program. That is the reason for my 
question. 

Mr. Miter. I would prefer that you would ask that of Dr. Bennett 
when he arrives here. 

Chairman Ricuarps. All right. Are there any other questions? 

Mr. Reece. If I may. ‘ 

Chairman Ricuarps. Mr. Reece. 

Mr. Reece. Mr. Miller. to what extent are you able to satisfy the 
Latin-American Republics with this relatively small amount that is 
proposed to be allocated to them in comparison, as they would say, 
to the very large amounts that are being given to other countries? 

Mr. Miuier. Now we have the other side of Mrs. Kelly’s question. 
She asked why we have to give this much to them, when they have 
inflated dollar earnings. There is no doubt there has been some 
comment throughout Latin America and on the part of friends of 
Latin America in this country, Mr. Reece, to the effect that to devote 
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three-fourths of 1 percent of our total appropriation to this very 
important area is too small. 

| think the main difference between this area and the other areas is 
that, as far as the need of capital-investment programs is concerned, 
we feel that those can be handled or should be handled by private 
initiative. A substantial amount of new-dollar investment has gone 
into Latin America since the war. We expect more will go in. To 
the extent that is not taken care of by private initiative we feel 
capital-investment programs should be handled on a loan basis, 
rather than on a grant basis. For that purpose there are ample 
funds available in the International Bank and in the Export-Import 
Bank, and I should make note of the fact that the administration 
requested an increase in the funds of the Export-Import Bank at this 
session of Congress. 

Chairman Ricuarps. Are there any other questions? 

Mr. Hays. I would like to ask a question and I think it can be 
off the record. 

Chairman Ricwarps. Off the record. 

(Discussion off the record.) 

Mr. Hays. On the record, I would like to ask Dr. Iverson about 
the problem of coordinating these programs. You see, we have a 
mixed picture. We have the institute, which is a Delaware corpora- 
tion, you say? 

Mr. Iverson. It was originally, but today it is a corporation 
created by act of Congress. 

Mr. Hays. Yes. I remember our Banking Committee handled 
that. We made it a Government corporation. Also, we have point 
4, and so on. 

Now, administratively, do you think we need to r ake some im- 
provements in that, so that we do not have this multiple approach? 
For example, take the foot-and-mouth-disease campaign. Has that 
been concluded? That is under the Department of Agriculture; is 
it not? 

Mr. Iverson. As to the program in Mexico, I think you could 
say that the hoof-and-mouth disease has been eradicated, and only a 
maintenance program is going on there now, to make sure that any 
outbreak will be taken care of. It has been successful. 

Mr. Hays. There was coordination at the Mexico City level with 
your program? 

Mr. Iverson. Yes. 

Mr. Hays. What is your answer to the problem of improving 
coordination of the various programs? I have selected Mexico, 
which is typical. 

Mr. Iverson. First, Mr. Hays, I would like to have the record 
straight. I am nota doctor, but I am just a plain “mister. 

There is coordination on the country level that I think 1s pretty 
effective at the present time. First, through the American embassies 
and the staff of the embassies the ambassador has jurisdiction over all 
the programs in the country. Our people operate under continuous 
instructions in two fields, in effect. One, to find out what the other 
people are doing so that we can cooperate with them; and, secondly, 
cooperate not only with the United States agencies that are there but 
also with the multilateral agencies of the United Nations groups. 
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There may be areas of improvement, but Dr. Bennett is Adminis- 
trator of TCA, and I am confident he has that continuously in mind. 

Mr. Hays. That is all, Mr. Chairman. 

Mr. Iverson. Mr. Chairman, I would like to supplement an answer 
to Mrs. Kelly’s question, if I would be permitted to do so. 

Chairman Ricwarps. Fine. 

Mr. Iverson. She raised the question as to whether these coun- 
tries are going to contribute more because of their increased dollar 
earnings. I think the figures over the years in the development of the 
program and philosophy of the program definitely provide for the 
countries to increase their contributions. 

I have figures before me here which show the total! contributions 
for the Institute and the local governments, and they start from 1943, 
when the program was started. 

The contributions of the local governments in 1943 were $1,644,000. 
Last year 1950, which is the last year for which we have figures 
tabulated—and that is one gage to the effectiveness of the Institute 
program —the contributions were up to $16,967,000. 

The ratio in 1943 was about $3 from the United States to $1 of 
the Latin-American countries, but on the program contributions to 
these programs in 1950 the ratio was $1 from the United States to 
$8-plus.from Latin America. That is only for the Institute programs. 

In addition to that, the effect of the programs on the governments 
is that they are rapidly increasing their budgets for agricultural de- 
velopment, health, sanitation, education, and transportation, so that 
they are using their increased revenues very effectively. 

I think that to some extent, as a result of the work we have been 
doing in the Latin-American countries, they have seen the desirability 
of using more and more of their revenues for these basic services. | 
do not have the figures before me, but in Chile the public-health budget 
went from 33,000,000 pesos up to 233,000,000 pesos. That is about 
10 times in a period of 6 years, so that not only are they putting more 
money into the United States cooperative programs, but also into 
their own related programs. 

Mrs. Ketiy. That is the general pattern of all these programs; the 
initial cost is high. 

Mr. Iverson. Yes. 

Mrs. Ketiy. But I just wondered in the light of their increase in 
income why they could not assume some of it, or a greater amount 
of it. 

Mr. Iverson. I think the answer is that they are. 

Mr. Mituer. There are also other uses to which the increased 
income can be put, and is being put, primarily for capital-investment 
programs. 

Mrs. Ketiy. Thank you. 

Chairman Ricuarps. Thank you very much, gentlemen, for your 
appearance here this morning. I am sure your testimony will be very 
valuable to us. 

The committee stands adjourned until 7:30 tonight. 

(Whereupon, at 12:15 p. m., the committee adjourned until 7:30 
p. m. of the same day.) 
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NIGHT SESSION 


The committee met in the House Foreign Affairs Committee room, 
the Capitol, at 7:30 p. m., Hon. A. S. J. Carnahan (acting chairman) 
presiding. 

Mr. CarNaHAN (presiding). The committee will come to order. 

Our first witness this evening is one of our colleages, Congressman 
Charles J. Kersten, of Wisconsin. We are always glad to have our 
colleagues with us and to appear before the committee. 

Congressman, you may proceed as you desire. 


STATEMENT OF HON. CHARLES J. KERSTEN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WISCONSIN 


Mr. Kersten. Thank you, Mr. Chairman. 

Mr. Chairman, I deeply appreciate the opportunity to appear before 
the committee on this most important measure. 

The Soviet threat is the avowed reason for this $8 billion program. 
But the prospectus furnished by the executive department fails to 
recognize the genesis and nature of this threat. It treats this crisis— 
one of the greatest of all time—as one without cause. 

Of course, we have to become militarily strong and so do the rest of 
the free nations. But unless we direct our efforts toward removing 
the cause of the Soviet danger, those efforts are likely to be for naught. 

The proposal of the administration is little more than a long-term 
armaments race. 

Because it has murdered over 40,000,000 of its own citizens, the 
Soviet regime is forced to devote most of its economy to the weapons 
of the ve state and of war. Otherwise every one of the members 
of that regime would probably be strung up by his own people for the 
arch criminal that he is. 

Is the best answer of the free nations to this threat nothing more 
than to arm in defense against the peoples of the Soviet Union whom 
the tyrants of the Politburo have enslaved? If this only is our course, 
then world war IT] is virtually guaranteed. 

The chief victims of communism are the peoples behind the iron 
curtain. Slave labor camps, perverted courts of justice, and over- 
worked execution squads have forged a potential resistance to com- 
munism that the free nations have given little thought to. These 
peoples can be our greatest allies against the regime that threatens the 
peace of the world. 

Statements made not long ago by our Secretary of State indicate 
we have abandoned these greatest allies of all against communism— 
the 800,000,000 victims of the police state—and that we are content 
that the world be half slave and half free. 

On March 16, 1950, at the University of California, Secretary of 
State Acheson said: 

However much we may sympathize with the Soviet citizens who for reasons 
bedded deep in history are obliged to live under it, we are not attempting to 
change the governmental or social structure of the Soviet Union. 

On April 22, 1950, in Washington, D. C., before the American 
Society of Newspaper Editors, the Secretary of State said: 

We do not propose to subvert the Soviet Union. We shall not attempt to under- 
mine Soviet independence. 
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Ladies and gentlemen, I believe that unless the Soviet regime js 
undermined, subverted and overthrown it will bring us war. 

We must frankly face the fact that blundering and tragic steps in 
American foreign policy have helped to make the Soviet threat what 
it is. The tragic steps we have taken, and the mistakes we and the 
rest of the free world have made and continue to make, give the Com- 
munist peril much of its character and strength. 

If we are to cope with this peril we must retrace some of those 
steps and cease dealing with the Soviet regime and its satellite states 
as though they were legitimate gov ernments. 

One of the first dynamic errors that gave the Commuists the oppor- 
tunity to draw upon the technical accomplishments of the civilized 
world and pervert them to their own aggressive designs was the recog- 
nition in the year 1933 by the United States of the Bolshevik regime 
as the legitimate government of the Russian people. 

We had known all along that this same Bolshevik clique perverted 
the freedom that the Russian people had gained in their democratic 
revolution in February of 1917, when in January 1918 this ruthless 
clique drove the duly elected constituent members from the Assembly 
in St. Petersburg with bayonets and from that time until now they 
fastened and maintained chains of slavery on the Russian people. 

Further tragic errors on our part. occurred during the late war when 
our military strategy was blunted by American diplomatic deference 
to Stalin’s post war “plans for the control of Eastern Europe. 

Agreements made by us at Tehran, Yalta, and Potsdam were major 
Soviet diplomatic victories—and major American diplomatic defeats. 

American postwar policy in China sought to force a coalition in 
the government of China between the Chinese agents of Moscow and 
the Chinese Nationalists. This helped Communist armies drive the 
Chinese Nationalists from the mainland and put China behind the 
iron curtain. 

The bitter fruit of these mistakes in American foreign policy is 
the reduction of the eastern European nations and of China to the 
status of Soviet satellites. And it is precisely because it has these 
satellites, precisely because it holds a guilty subversive hand on East- 
ern Europe and upon China, that Soviet Russia constitutes the world 
danger against which we arm. 

If the Communists had not gained control of China there would 
never have been a Korean War. And we helped her gain control of 
China. If the Communists did not hold Eastern Europe there would 
be no point in General Eisenhower raising a European army. And we 
helped her gain control of Eastern Europe. 

Yet, our top policy makers seem content to legitimatize these crim- 
inal Soviet conquests. We recognize most of the stooge Soviet regimes 
of Eastern Europe, and there is an indication that we may recognize 
the Red government in China after Korea is settled, if a majority 
of the United Nations vote to seat the Red delegates. 

As long as Soviet Russia holds Eastern Europe and China, she wil! 
be a threat to world peace. 

We must, therefore, take steps toward the liberation of Eastern Eu- 
rope and of China to avert all-out war between the peoples of the free 
world and the peoples of the Soviet Union. We must take steps to 
isolate the Soviet regime from the society of nations, and, when the 
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proper time comes, help the Soviet people liberate themselves from 
their enslavement. 

First, w should withdraw recognition from the Communist regime 
of Moscow. We should also bring our full weight to bear to force 
the expulsion of the Communist regime from the United Nations. 

In examining the state papers that were the basis for our recognition 
of Soviet Russia, I find in the letter of Mr. Roosevelt. dated October 
10, 1933, to Mikhail Kalinin, President of the Soviet Union, the para- 
graph that states the essential purpose of our recognition of Soviet 
Russia. It is as follows: 

It is most regrettable that these great peoples, between whom a happy 
tradition of friendship existed for more than a century to their mutual ad- 


vantage, Should now be without a practical method of communicating directly 
with each other. 


That is from the letter of President Roosevelt. Kalinin’s response 
was as follows, in part 


I have always considered most abnormal and regrettable a situation wherein, 
during the past 16 years, two great Republics—the United States of America 
and the Union of Soviet Socialist Republics—have lacked the usual method of 
communication and have been deprived of the benefits which such communica- 
tion could give. 

The history of the relations of the two peoples since 1933 shows, 
however, that since that time the peoples of the Soviet Union have 
been held incommunicado from the rest of the world. Even prison- 
ers In a penitentiary have a visitors’ day when they may talk with 
people from the outside, but it is now actually a felony in soviet law 
for the average Russian citizen even to converse with a foreigner. 

So the basic reason for recognition—communication between the 
peoples—does not exist. The American Ambassador and his staff in 
Moscow are virtual prisoners. The Soviet Embassy and consular 
offices in the United States are largely centers of espionage. The peo- 
ples of the Soviet Union have absolutely no means of communicating 
with the people of the United States. 

Continued recognition by us and dealing with them in the United 
Nations merely gives a respectable cloak to the paranoic purposes of 
the Communists to subvert and conquer the world. 

Secondly, we should withdraw recognition of the Soviet satellite 
governments of eastern Europe. Every one of the satellite embassies 
here in Washington is likewise little more than a potential center of 
a They certainly in no sense represent the people of Po- 
land, Rumania, Czechoslovakia, or Hungary, or the others. Each 
one of these diabolical—I say the word advisedly—satellite regimes 
seeks to crucify the Christian peoples of eastern Europe on the cross 
of atheistic communism. 

Third, we should take steps to give dignified asylum to the refu- 
gees from behind the iron curtain. 

Fourth, we should help form eastern European nationals, avail- 
able for military service, who have escaped from behind the iron cur- 
tain or who will in the future escape, into their own national units 
to - attached to the European Army. 

Fifth, we should let the people behind the iron curtain know that 
we will do everything we can to work for their eventual liberation. 

Sixth, when the time is opportune we should actually assist the 
people behind the iron curtain to liberate themselves. The time for 
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assistance of this type may already be ripe in China, and it may be too 
late 6 months or a year from now, with the execution squads continuing 
in the main cities of China. 

By redirecting our policy with regard to eastern Europe and China, 
we can demonstrate to the world that America is not motivated by a 
mere groveling fear, that we can do something more than assume « 
mere posture of defense. Ten years or more of mere armament for 
defense—especially with the tenor of this measure as drawn by the 
Defense Department—10 years or more of mere armament for defense 
would probably give us military arthritis. 

By so redirecting our policy we can demonstrate to the world that 
we stand for principle and morality among nations. Such a redirec- 
tion, though it means retracing our steps, would put us on the path of 
real moral leadership. 

One word more as to the amount asked in this bill by the executive 
department: I have no way of knowing at this time the cost or extent 
of military requirements that it would be advisable for us to furnish 
other countries, but I suspect, however, that the amount is highly 
excessive. 

I suspect also that much of the thinking of the project has been done 
by that band of bright young men in the lower echelons of the State 
Department who secretly tell one another that socialism and the So- 
cialist elements in foreign countries are the chosen instruments to save 
democracy. 

But I do not think that this committee will be taken in by that feel- 
ing. I am sure that every member of this committee will act solely 
from purely American viewpoints. 

Mr. CarNaHAN (presiding). We will go around and give everyone 
a chance for questioning if they care to do so. 

Mr. Vorys? 

Mr. Vorys. You made a very comprehensive review of our foreign 
policy and pointed out some of the reasons for our present failure, Mr. 
Kersten, and it is extremely helpful. 

On your six points as I have heard you give them, and skimming over 
them in your written statement, it would appear to me that there is only 
one of them that might have a place in this pending legislation. That 
would be to form cadres from east European nationals for military 
service in the European army. 

Now as you know, according to the papers there is talk that a five- 
nation European army is being proposed. 

I wonder if you have given any thought to the way in which a re 
quirement or authorization for that might be put in this legislation. 

Mr. Kersten. Well, Mr. Vorys, as to the precise juridical or inter- 
national legal situation, I suppose there may be certain difficulties, 
but I think they are difficulties which should not stand in the way of 
setting up such cadres. 

Under the present law, as I understand it, such people might be in- 
corporated in the American Army. But I think it would be much 
more effective for propaganda purposes behind the iron curtain were 
such people formed into cadres where they would be recognized as 
to where they were from; in other words, Czechoslovak people, Slo- 
vaks, Hungarians. | 

Mr. Vorys. A Polish Legion, for instance. 

Mr. Kersren. Polish Legion and that sort of thing. 
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It seems to me that we should cut through any juridical difficulties 
and actually help such units to be formed and attached to the NATO. 

Mr. Vorys. I thoroughly agree with you, and I know this: That if 
there were a way to do that, to let them preserve their national desig- 
nations through regimental flags and patches or something or other, 
as no doubt the units in the European Army might even do, though 
they might have uniforms that were all the same, the saving in money 
would be considerable over bringing them into the American forces 
where we have a far higher standard of pay and maintenance than 
they have in all the European countries. 

So your suggestion would be one that would have great propaganda 
force because it would have great moral force, and I think it would 
also be a measure of sound economy. 

Mr. Kersten. Yes, sir. 

Mr. Vorys. And I hope you will think along with us in the way 
that that might be written into this law. 

Mr. Carnanan (presiding). Congressman, you didn’t have the 
idea of taking these people into any one of the national armies of 
Europe, into an army that would be a French Army or Belgian Army 
or British Army, did you? 

Mr. Kersten. In a sense that is correct, Mr. Chairman. It seems 
tome that by taking in these nationals, say into the American, French, 
or the other armies, we would thereby lose a great deal of the propa- 
ganda potential. 

If they are formed into units like, say, Polish legions or Hungarian 
legions, and designated and operated as such under the proper com- 
mand, to be connected with the free forces, it seems to me it would 
have a tremendous propaganda value. In other words, it would be 
something which the average person in Hungary or Poland could 
see a picture of or hear described particularly. 

It would be simple and I think much more valuable propaganda- 
wise, 

Mr. Vorys. If I may be indulged for a minute: In our own armies 
we have now hit upon the idea of preserving the identities of outfits, 
such as the Thirty-seventh Division, which happens to be the Ohio 
Division with a history now of some years. And there are many other 
divisions that have a tradition and an association. 

It is true they are issued the same arms and the same uniforms, 
and the chain of command does not recognize this divisional identity. 
But the morale inspired by having such divisions in our own forces 
isa good thing. 

It seems to me that we could do two things: One is go forward 
with this European Army, which I happen to think is a great idea, and 
five nations have representatives that have agreed to it; but put into 
it cadres of proper size, and so forth, who would be subject to the Army 
discipline but would be identified by their source. 

Mr. Carnanan (presiding). From what source would an army of 
this type get its equipment and its pay and its housing and its food? 

Mr. Vorys. I presume, Mr. Carnahan, that that is one of the things 
that they have worked out under General Eisenhower for this Euro- 
pean Army, where they are to have similar uniforms and a unified 
command. And it would be supported through contributions of the 
European countries—and, I suppose, would end up with a contribu- 
tion from the United States. 


85708—51——_71 
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Mr. CarnaHan (presiding). Well, I was thinking that if you were 
to have much of a European Army, our contribution might have to 
increase. Those soldiers would have to be paid and housed and fed 
and clothed. 

The American units in Europe at the present time are still on the 
American payrolls. 

Mr. Vorys. I dragged out of the Army, in 1949, some figures which 
I put in the record, which showed that on the average a European 
soldier could be equipped and put in the field and maintained there 
for a third of what an American soldier would cost in dollars. 

Mr. Zasiockt. That is under European command. 

Mr. Vorys. Yes. 

Mr. Carnanan (presiding). And aid through European govern- 
ments. 

Mr. Vorys. Yes. 

Now I think the discrepancy is even greater than a third. But if 
the Europeans would band together and support such cadres, re- 
cruit them, and we would possibly contribute the arms and they would 
contribute the troop pay, and maybe uniforms, it seems to me you 
have a great possibility there. 

Mr. Zanvocki. There are always a lot of difficulties. We have our 
difficulties now with all armies. 

Mr. Carnanan (presiding). There would certainly be a lot of 
details to work out. 

Mr. Zastockt. Mr. Vorys, don’t you think the law passed in the 
Eighty-first Congress provides that units would be admissible under 
certain conditions / 

Mr. Vorys. It was 2,500then. I think it has gone to 25,000 now. 

Mr. Zasvockt. Eligible to fight under the American flag. 

Mr. Kersten. An American army, but they would not be eligible 
as American citizens though. 

Just to say one word on the remark that you made, Mr. Chairman. 
it seems to me that if such individuals were taken into such an army, 
it would necessarily cut down on the necessity for the number of Amer- 
ican troops that would be required without them. 

But much more important than that is the fact that such individ- 
uals—Poles, Hungarians, and others—when fighting under their own 
identity, it seems to me, would be a terrific shaft at the iron curtain 
that would have tremendous propaganda value and be very unsettling 
for the regimes of Poland and soon. And therein lies its great value. 

Mr. Carnanan (presiding). Mr. Zablocki? 

Mr. Zanvockt. I certainly want to welcome our colleague from Wis- 
consin, and I think we can agree with certain provisions in his testi- 
mony and some of the ideas he has presented. 

However, I personally feel that the testimony is more applicable to 
the resolutions that you have introduced which are now pending 
before our committee as to the termination of diplomatic relations 
with the Soviet and satellite nations than it is to the mutual-defense 
bill that we are considering now. 

You certainly are not in opposition to the defense bill ? 

Mr. Kersten. Well, I feel that if the bill or the measure were to be 
set up as indicated by the data and material furnished by the executive 
department—that is all I have seen, of course—it would be largely for 
naught. I think there has to be added to that—— 
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Mr. Zanvocxr. Certain policy provisions / 

Mr. Kersren. Certain policy provisions that, instead of constitut- 
ing a purely defensive armaments race, should be pointed toward the 
liberation, particularly of the eastern European countries, and of 
China. 

Mr. Zanvockt. Is it your view then that our foreign policy should 
be to change the governmental or social structure of nations by force, 
as you imply here ¢ 

Mr. Kersren. I would say that we should do all we can to assist 
these enslaved peoples at the proper time to overturn their own 
regimes by force if necessary. ; ie yee? 

Mr. Zasiocki. At the proper time and timing is essential. I agree 
with you that we should assist. 

Mr. Kersten. And I think right now in China that situation may 
be ripe, and it may not be ripe for too long. 

Mr. Zasvocki. The reason for my question is your statement on 
page 2: 

Unless the Soviet regime is undermined, subverted, and overthrown. 


Mr. Kersten. Right. Not that we would overthrow it, but that 
we would do all we can to assist the people enslaved to overthrow 
these regimes that enslaved them. 

Mrs. Ketiy. Have you any suggestions as to how we could bring 
that about ¢ 

Mr. Kersten. Well, I think one thing we should do, right off, that 
we can do, is to terminate diplomatic relations with all these regimes. 
Right now we are recognizing them as legitimate governments. I 
think that by that action on our part, while many people in the diplo- 
matic circles may feel that it does not mean too much, nevertheless the 
ordinary person, the average citizen, the average Pole, Hungarian, 
and the rest, feels that it means that we think they are the govern- 
ments, the real governments, of these people, that we have abandoned 
them to these governments, which in a sense we have now. 

So I think that one thing we can do right now is to cut through 
the diplomatic froth and false facade, and call these regimes actually 
what they are and let the people know what we think of them. 

Mr. Zastocki. Are you not in effect defeating the very purpose you 
have in mind when you state that— 

Even prisoners in a penitentiary have a visitors’ day when they may talk with 
people from the outside— 
when you advocate termination of all our relations, diplomatic and 
otherwise? If you are going to cut off diplomatic relations, you are 
then cutting them off from the free world entirely. 

_ At least now we have an opportunity to study them if we have mis- 
sions or embassies in these satellite countries, and we have an oppor- 
tunity to observe them, to observe the governments that are enforced 
on these people. But if you are going to withdraw recognition and 
terminate diplomatic relations these nations are left to the compiete 
influence of the Soviets. 

Mr. Kersren. I do not agree with you, Mr. Zablocki. 

Mr. Zastocki. Nothing would please the Soviets more than if we 
mace the iron curtain more absolute. 

_Mr. Kersten. Well, I think that by maintaining diplomatic rela- 
tions with them we are letting the people think, letting the Poles and 
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the other peoples think, that we recognize the governments as legiti- 
mate governments of these peoples, which they are not. And I do nor 
think our Embassies there are listening posts as you imply. I think 
that our Ambassadors there and their staffs are virtual prisoners 
in the Embassies. 

_ Mr. Zasvocxr. They may be prisoners to an extent, but they are 
listening posts. Mr. Kersten, when visiting in Europe and Hun- 
gary in 1949 it was my observation that because we had a mission in 
Hungary we were better able to understand the conditions of the 
Hungarians living under the Communist regime. Our diplomatic 
mission made possible the little information services that were offered 
to these Hungarians. They could learn nothing of our efforts toward 
peace and freedom if we did not have that mission. 

Mr. Kersten. That might have been true 2 or 3 years back, but I 
think the condition is tightening in Hungary and Poland. 

Mr. Zastockt. If we should, as you advise, withdraw and close 
these diplomatic contacts we have in these satellite countries, you are 
going to shut off the oppressed peoples completely, shutting us off 
from learning about them, and shutting them off from learning about 
us, 

Mr. Kersten. I would like to ask you a question: Do you think 
that any of these regimes actually represent these people? 

Mr. Zasvockt. Oh, no. Everybody knows they are not representa- 
tive of the people. These governments represent the minority of the 
people, a very, very small minority. 

Mr. Carnauan (presiding) But they are the existing governments 
of the countries at the present time. 

Mr. Zasvtockt. May I just ask one more question, Mr. Chairman. 

Mr. Cannan (presiding). Yes. 

Mr. Zastockt. What effect would our not recognizing these gov- 
ernments have? Would that cause these governments to cease, or 
disintegrate? They would still exist, would they not? 

Mr. Kersten. I think we should not recognize them for the same 
reasons we do not now recognize Red China, and the same reasons we 
did not recognize Soviet Russia from 1917 to 1933. 

Mr. Vorys. Gentlemen, in 1931, under Secretary of State Stimson, 
we adopted a doctrine of nonrecognition of governments that took 
over by force. We were laughed at as being non-realists in some parts 
of the world, but we never recognized Manchukuo. 

Now we have reversed that and we have recognized these govern- 
ments that took over by force, Poland and the rest of them. The 
reason given publicly is that we can have a public spy, a listening post, 
anda att al 8 in the middle of that country. 

I want to say that I thoroughly agree with the gentleman that our 
past experience has shown that the high moral standard was the pref- 
erable one, and thank goodness we are following it as far as China is 
concerned, 

Mr. Kersten. I agree with the gentleman. 

Mr. Zasvockt. I want to say that some countries, Mr. Vorys, were 
not taken by force, but through trumped-up elections. I would like 
to see some way of withdrawing our recognition. But at this time we 
would not be helping the people of these satellite countries. We woul 
be leaving them to their present fate by following the recommenda- 
tions just presented. 
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Mr. CarnaHAN (presiding). Mrs. Bolton ? 

Mrs. Bouton. I appreciate your being here. You are always a very 
stimulating thinker and a charming person. 

In your third point here where you say “we should take steps to give 
dignified asylum to the refugees,” just what do you mean by that? 

Mr. Kersten. By that, Mrs. Bolton, I mean this: In looking into 
the situation somewhat, as one who is far removed from the European 
scene, it is my understanding that there are quite a few refugees from 
behind the iron curtain who are tossed from one place, from one coun- 
try, to another in Western Europe, who make their escape. And they 
do not find things too well so far as getting along. There is no status 
for them. 

I think that the European nations and ourselves should get to- 
gether and formulate a policy with regard to these refugees so as to 
make it actually attractive to them to make their escape so that they 
will, where possible, be taken care of. The more people that we can 
get from behind the iron curtain and the message concerning whom 
can be sent back behind the iron curtain, that the world beyond is not 
the hell that is painted by the Soviets, the more we can weaken the 
Soviet regimes. That is our No. 1 objective. 

Mrs. Bouton. What would you say would be necessary in the way 
of machinery to screen those peoples so we would not be running the 
risk of bringing over a lot of very thoroughly trained Communists ? 

Mr. Kersten. Well, that of course wall be a practical problem, 
but I do not think it would be an insurmountable one. 

Mrs. Bouron. We cannot get behind the iron curtain to do our 
screening there. 

Mr. Kersten. No; that is true. 

I recall reading not long ago, that the Soviet garrison in one of 
the satellite countries—I do not recall which one, it was last spring 
sometime—revolted and they were wiped out by a tank division 
that was sent down there to do that. 

And simultaneously, in the same country, I believe it wes 400 cadets 
that were shot because they also revolted. Now if they had known 
that they could have made their escape from behind the iron curtain 
some way or other and be taken care of, they would be tremendously 
valuable propagandawise. 

I think, for example, a place like Spain might be induced to furnish 
an area, a place stil on the European continent, behind the Pyrenees 
somewhat safe, somewhat of a refuge. They might be persuaded to 
set aside an area to take care of some of these people. Their care 
could be provided for jointly by the free nations, including us. 

I would like to see if possible several divisions defect from the 
Soviet armed forces; and once that sort of thing began to happen, 
then you would begin to bore into the basic structure of the monolithic 
Soviet system, I think. 

Mrs. Bouron. Of course after years of study on Communists and 
communism, part of which have been years on a subcommittee of this 
committee, I would be very reluctant to trust any such divisions. 
Real Communists are trained so very thoroughly in what one might 
call camouflage. And we have not learned to differentiate. We did 
not know when we turned people back on those bridges in Eastern 
kurope when they wanted to come out of Russia, and forcing them 
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back in because we had absolutely no understanding whatever. [ 
think we can be so very ignorant. 

Mr. Kersten. I agree. 

Mrs. Bouron. I am all for helping the people who are continuing 
to have a feeling of unrest under Mr. Stalin. As a matter of fact 
that is one of the most encouraging things that is going on. 

_ Mr. Kersten. I think what you say about turning the people back 
is certainly true. 

Mrs. Bouton. It mars our own record. 

Mr. Kersten. Recalling what might have been done in that case 
if they had been kept in the West, that is something in the nature of 
what I think could even be done now. : 

Mrs. Bouron. I think perhaps there is more feeling building up 
over there than we realize. Certainly I am in whole agreement with 
your feeling that we must be ready for the moment when those up- 
a may take place, to give them the encouragement that they do 
need. 

Mr. Kersten. I think that inasmuch as this project is primarily and 
almost solely directed at the Soviet threat, it should be oriented at the 
liberation of Eastern Europe and China. 

Mrs. Bouron. Mr. Chairman, may I ask one more question ? 

Mr. CarNAHAN (presiding). Yes. 

Mrs. Bouron. What makes you feel that the moment is now in 
China ? 

Mr. Kersten. Because of the almost daily reports that come from 
China that there are large numbers of people being executed in the 
various cities of China. It would indicate that resistance is pretty 
widespread throughout the entire area. 

Mrs. Boron. It is a pretty big area. 

Mr. Kersten. Yes; it is a pretty big area, and personally T be- 
lieve that if Chiang Kai-shek were aided with material whereby in 
the not too distant future he could parachute large numbers—small 
groups but a large number of them—into various parts of China, it 
ee stand a pretty good chance of rolling back the Soviet hold on 

Shina. 

Mrs. Borron. I do not know what the percentage is between military 
and economic help in this bill, but do you feel that the import of this 
bill should be more military and less of the economic help ? 

Mr. Kersten. For the moment, that is, in this time we are in now, I 
think the military is the more important. 

Mrs. Bouron. Thank you, Mrs. Kelly, for allowing me to run over 
my 5 minutes. 

Mr. CaRNAHAN (presiding). Mrs. Kelly? 

Mrs. Keuxy. I want to join my colleagues in welcoming you here, 
Mr. Kersten. I think it is most helpful to learn the opinions of our 
fellow members. e 

I have several questions. I hope I have time for them. 

Mr. Carnanan (presiding). We will give you a long 5 minutes, 
Mrs. Kelly. 

Mrs. Ketty. Thank you, Mr. Carnahan. 

Do you believe we should attempt to change the governments of 
other nations before we attempt to accept them as our allies? 

Mr. Kersten. Before we accept the peoples, do you mean ? 
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Mrs. Ketty. The governments. 

Mr. Kersten. Will you please repeat the question ? 

Mrs. Ketty. Do you believe we should attempt to change the gov- 
ernments of other nations before we attempt to accept them as our 
allies or give them assistance? For instance, Spain, Tito? 

Mr. Kersten. Well, I was going to say before I concluded that I 
would like the privilege, if I may, of furnishing a statement with re- 
gard to Yugoslavia, and I will have it prepared tonight if that is pos- 
sible, Mr. Chairman. 

Mr. CARNAHAN (presiding). Without objection, you may file the 
statement and it will become a part of the record. 

Mr. Kersten. Substantially my feeling is this: that we must be ex- 
tremely wary of dealing with Yugoslavia. I think that the Tito re- 
gime is not in a position to drive a sharp bargain with the United 
States. I think the Tito regime is on thin ice, and I am extremely 
doubtful that the people of Yugoslavia are behind the Tito regime. 

I have heard many people say that the majority of Yugoslavs dis- 
like Tito even more than Stalin, and I think it is true that Tito also 
has a Communist state, a police state. 

But there is the practical siuation that we now have where there 
is a defection between Tito and Stalin, and it may be useful to us, use- 
ful to the free world, and even useful to the Yugoslav people tem- 
porarily to do everything we can to widen that rift. 

I think any help that we give Tito—and this I think is important— 
should be on certain definite conditions, and even though he may say 
that “we will accept no conditions or we will not accept this, that, or 
the other condition,” there are certain definite conditions we should in- 
sist upon. 

Among them I think is that we should insist on religious liberty in 
Yugoslavia. 

Mrs. Ketiy. The basic freedoms? 

Mr. Kersren. The basic freedoms, yes. And of course he will have 
to go a long way before he performs those conditions, from what I 
hear about Yugoslavia. 

Mrs. Keity. In other words, to be realistic at this point, do you 
think we should give Tito aid on the condition that he accept the 
basic freedoms / 

Mr. Kersten. That is right. But definitely on conditions, 

Mrs. Ketiy. I would like to cut off diplomatic relations with Tito 
unless he permits the basic freedoms. 

Mr. Kersten. Well, it may be that military people and those who 
have more direct information know or feel that the Yugoslav divisions 
would not fight under Tito, and if that were the situation there would 
be no point in giving aid to Tito. And it may be that giving aid to 
Tito might help to strengthen his police state hold on the Yugoslav 
people, which I would be against. . 

The conditions that we should lay down should be such that these 
things could not be done. 

_ Mrs. Ketiy. Well, you also believe, then, that we should be realistic 
in our approach to assistance to any country ? 

Mr. Kersten. Definitely. 

Mrs. Kerry. And if from our vantage point it is necessary to assist 
that government from a standpoint of security for the United States, 
you would agree with us on that ? 
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Mr. Kersten. If we can do it without abandoning principles. 

Mrs. Ketiy. Then we may not necessarily at this time be able to 
sever our connections or cut off our diplomatic association with ja- 
tions because it is beneficial to the security of the United States that 
we maintain them at this time ? 

Mr. Kersten. I believe it would be to the betterment of our security 
to cut off those relations. 

Mrs. Ketiy. Then we would have to cut off Tito? 

Mr. Kersten. I do not think that Tito is in the same position as the 
satellites. He is not at present a satellite of Moscow. 

Mrs. Ketiy. Then you do not fear nationalistic communism as 
much as you do communism which is Moscow-directed ? 

Mr. Kersten. I fear it in the long run, but not in the short run. [ 
do not think that there is much of a chance right now, as circumstances 
exist, that Tito would be a world conqueror. 

Mrs. Ketiy. Well then, would you accept the statement in our for- 
eign policy that it is expedient'for the security of the United States 
at this time to assist Tito, while we do not accept his form of govern- 
ment? 

Mr. Kersten. I would say that in laying down these conditions 
we would probably change to a certain extent his form of government. 
I believe that our assistance should be more directly to the Yugoslav 
people. 

Do you see what I mean? 

Mrs. Kextiy. Yes, Mr. Kersten. We are actually hoping to help all 
people to attain their God-given right but do you believe that we 
should accept Franco at this time without asking him to change his 
form of government? 

Mr. Kersten. Well, I think that before his death Admiral Sherman 
apparently, from news reports, had persuaded Franco to make certain 
changes there. Just what they were I do not know. 

I do not think that there is anything in the Franco government that 
constitutes potentially, or even in the long run, any world danger. I 
think there has been a great deal of misrepresentation on that score 
by the leftist governments, by leftists the world over. 

I think if Franco had not beat his opposition in the Spanish Civil 
War, Spain today might well be a Moscow satellite. And that would 
be very bad for Europe. 

Mrs. Ketxry. In other words, if a dictatorship lives up to its inter- 
national commitments you would accept it ? 

Mr. Kersten. Well, I think in substance that would be true if one 
of those international commitments were to deal substantially fairly 
with its own people. 

Mrs. Ketiy. Have I time for one more question, Mr. Chairman / 

Mr. CarnauAn (presiding). One more. 

Mrs. Kerry. Do you believe at this time that we should declare war 
on Red China? 

= Kersten. I think we are at war with Red China, have been and 
still are. 

Mrs. Kety. But I mean a declaration by Congress. 

Mr. Kersten. Frankly, I do not know whether a declaration of war 
would put us in a better position to defend our rights and to repe! 
invasion. I am inclined to think that the proposals made by General 
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MacArthur which were not declarations of war but to take certain 
additional steps effectively to oppose Red China, to me, as a layman, 
sound better than the measures we have taken. 

I do not think there was the danger that was indicated that Soviet 
Russia would rush into this war. 

But I speak only as a layman, not as a military man, certainly. 

Mr. CaRNAHAN (presiding). Mr. Herter? 

Mr. Herrer. I have no questions. I just want to thank our col- 
league for coming here and giving us his views. 

Mr. Zastockr. I have just one more question, Mr. Kersten. If we 
should include the political ramifications that you advocate in your 
statement on the Mutual Security Defense Act we are now considering, 
what effect would that have in the NATO nations as to our status there, 
or the status of the entire United Nations? 

Mr. Kersten. Well, Mr. Zablocki, I think that up till now we have 
been adopting the policy of trying to sound out, by putting our ear to 
the ground you might say, to find out how the various nations of the 
United Nations feel or how they would react. I think our prime 
motivation should be first to ascertain for ourselves what the right 
principle is in international morality and international dealings, and 
then after discussing it with our allies, unless we could be persuaded 
that it was wrong in principle, and wrong practically, we should go 
right ahead and assume the leadership. 

Mr. Zasiockt. Go it alone? 

Mr. Kersten. I think we should assume the leadership, and by 
assuming the leadership we would then get the maximum help from 
our fellow nations in the United Nations. 

I think right now that this idea of “go it alone,” and this conflict 
of thinking along that line, is unrealistic. I do not think any one of 
those nations would break away from the United States. They could 
not afford to for their own safety. 

I think we should assume leadership based on proper principles, 
and I think these nations—most of them are Christian nations, most 
of them oriented in the proper direction—would shake away from 
their own selfish positions and follow the leadership of the United 
States, 

I - not think there is any danger of our having to go it alone in 
this thing. 

Mr. 7 There are some charges that we have difficulty in 
getting the European nations to join in our collective security pro- 
gram today. Now, if we are going to include these ramifications do 
you think they would be willing to go along? 

Mr. Kersten. I think they emanate mainly from the leftist and 
socialist elements in these countries. Take in the question of Spain, 
for example: Long ago we should have insisted that Spain be included 
in the Atlantic defense set-up. 

Mr. Zastockt. T agree with you and include Turkey and Greece. 

Mr. Kersten. France and England objected right along, and still 
do. I think that if we assume the moral leadership they will follow. 

Mr. Zastockt. I have no further questions. 

Mr. Carnanan (presiding). If we have no further questions, we 
thank you for your appearance. 

Mr. Kersten. Thank you, Mr. Chairman. 





1118 THE MUTUAL SECURITY PROGRAM 


(The statement referred to is as follows :) 
CONTINUATION OF TESTIMONY OF CHARLES J. KERSTEN 
AID FOR YUGOSLAVIA 


The Mutual Security Program for 1952 proposes to render aid to various coun- 
tries including Yugoslavia. It is with respect to this aid to Yugoslavia that I 
wish to direct some of my remarks. The proposition of aid to Yugoslavia re- 
quires particular study and attention because of the fact that Marshall Tito 
operates in Yugoslavia a police state basing its power on the use of force and 
terrorism. The immediate question then arises: 

In our effort to protect our own American people are we morally justified in 
rendering aid to this tyrannical regime? We must clearly remember that the 
people of Yugoslavia in all their history have probably never been subjected to a 
more frightening reign of terror than now exists in Yugoslavia, and the regime 
which has created this tyrannical situation was born and weaned with the aid 
and assistance of the United States. We Americans will some day be obliged 
to answer to our Creator for the part we played in helping to impose this reign 
of terror upon the people of Yugoslavia. 

If today, in rendering further aid to Tito’s regime, we merely insure his con- 
tinuance in power and thus postpone or further lessen the possibility to the 
people of Yugoslavia of the return of their inherent rights and freedoms we 
cannot be morally justified in giving him aid under the proposed Mutual Security 
Program for 1952. And this is true regardless of how much this aid may pro- 
tect our own country, for clearly we cannot buy our security at the expense of 
the rights and freedoms of the people of Yugoslavia. A good end can never 
justify an evil means. 

Nor can we regard the action taken in passing the Yugoslav Emergency Re- 
lief Assistance Act of 1950 as a proper precedent to justify sending economic and 
military aid to Tito. In that particular instance the question to be determined 
was whether the United States should send food relief to Yugosiavia to avert 
starvation of the people. In that instance, because the lives of the people were 
involved, the sending of food to Yugoslavia was probably justifiable. In the 
present instance, however, a starvation condition does not exist and, therefore, 
before any aid can be sent to Tito we must be able to show, first, that we are 
morally justified in sending this aid and, second, that it is the best interests 
of the American people to do so. 

The argument has been advanced by representatives of our State Depart- 
ment and others, that the only alternative to Tito in Yugoslavia is Stalin—that 
if Tito falls Stalin will take over. Therefore support Tito. This is an assump- 
tion which may or may not be correct. This conjecture has not been proved and 
of course it perhaps is of such a nature that it could not be proved conclusively. 

However, if this assumption is in error and the real alternative to the present 
reign of terror is not Stalin but rather a rule which recognizes the rights of 
the people, either with or without Tito, then aid to Tito cannot be justified. 

The people of Yugoslavia are now fighting against Tito in the only manner 
now available to them—by refusing to produce for the regime, by not planting 
or cultivating crops and by work slowdowns. Already this economic squeeze by 
the people has forced Tito to make concessions, particularly in abandoning his 
plans for collectivizing the farms. If we merely bail Tito out of his troubles 
by giving him aid with no conditions attached, we are doing exactly the opposite 
of what the people of Yugoslavia are doing. We are lightening Tito’s economic 
burden, while they are trying to increase it. We would thus be acting against 
the aims and best interests of the people of Yugoslavia by lessening their squeeze 
which may make Tito yield to the people of Yugoslavia further, and we would 
enable him to continue his ruthless practices without regard for the resistance 
of the people. Tito would not have to worry about the economic consequences 
of his communistic theories and terrorism as long as the United States was 
financing him. In this connection it is interesting to note the comment in the 
Swiss newspaper Basler Nachrichten in the November 2, 1950, issue, which 
States: 

“It would be great luck if the west does not really pass this opportunity and 
corrects the faults made before. It is not true when one affirms that Yugoslavia 
has to choose between Tito and Moscow, or Cominform. The alternative is only 
one: Tito or freedom for the subjugated peoples.” 
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I suggest that no one can be sure of the alternative possibilities in Yugoslavia. 
We can't be sure whether the real alternative to despotic rule by Tito is either 
by Stalin or freedom for the people with or without Tito. ’ 

In view of this fact of our lack of certainty, we must be most careful to see 
that in rendering aid to Tito we do not merely insure the continuance of the 
enslavement of the people. To avoid this possibility and thus be sure that our 
actions with respect to Yugoslavia are morally justifiable, I believe that our 
Government should give aid to Tito only under conditions which will insure 
greater freedom for the people of Yugoslavia and greater security in the exercise 
of their rights. If compliance with these conditions is assured, I believe that 
we can then and only then be justified in rendering certain aid to Tito, provided, 
however, that it is in the interest of the American people to do so. 

Besides making aid to Tito morally justifiable the exacting of certain condi- 
tions to our aid provides definite material benefits. In the final analysis it is 
the Yugoslav people, not Tito, whom we desire as our allies in any conflict 
against Stalin, and we will gain far more support from them if we help them to 
regain their rights. Furthermore, the people of Yugoslavia and other countries 
subjected to communism will not believe that we are sincere in our opposition 
to Communist imperialism, if we support Tito on the basis of mere expediency. 

We would also derive economic advantages from exacting conditions. Much 
of Tito’s difficulties lie in the fact that his ruthless practices have destroyed 
the willingness of the people to work efficiently, thus causing the deterioration 
of the Yugoslav economy. The restoration of the rights of the people will in- 
crease their willingness to relieve the economic difficulties which beset the country. 

In addition to these conditions in behalf of the people of Yugoslavia, we 
should also lay down other conditions of aid which pertain to the economic 
and military situation in Yugoslavia, for, unless, we do this, we to a large 
measure would be pouring money down a rat hole. Otherwise there are other 
countries where we can put our money to good use. The conditions which I be- 
lieve should be attached to any aid to Tito follow: 

Before any aid be permitted to be sent to Tito, Tito should be required to do 
the following : 

(1) Release all political and religious prisoners, other than pro-Cominformisis. 

(2) End forced labor and release all persons now working under forced-labor 
conditions. 

(3) Terminate collectivization of farms; promise to restore to former small 
land owners all farms heretofore collectivized. 

(4) Cease the practice of exacting quotas of farm produce from the peasants. 

(5) Promise to restore to their former owners all other property confiscated 
by the Government. 

(6) Permit all religious organizations to operate freely, to own property, to 
conduct religious, charitable, educational, and medical institutions. 

(7) Permit every person to own property and to operate his own business or 
profession, . 

(8) Release all Greek children held in Yugoslavia. 

(9) Permit Americans who have immigrated to Yugoslavia since 1945 to re- 
turn to the United States. 

(10) Permit free movement of Americans into and within the country. 

(11) Arrange for the operation of teams of American economic and military 
advisers to assist them in the sound development of the economy and the army. 

(12) Enter agreement to permit the United States if it desires to construct 
and operate airfields in Yugoslavia and a naval base at Boca Di Cattaro or 
elsewhere. 

I recognize that the establishment of these or any conditions on our aid may 
be contrary to the ideas of the State Department as expressed by Mr. George 
Perkins and Mr. John J. Haggerty, when they appeared before this committee 
last December with reference to emergency relief for Yugoslavia. I know, how- 
ever, that it is the view of this committee that certain conditions are desirable 
with reference to any aid sent to Yugoslavia as is indicated by your action last 
year, and I believe this principle should be adhered to and extended. 

We are all aware of the fact that during World War II our policy was to give 
Stalin everything he asked for without any questions or conditions of any kind 
in the forlorn hope that he would respond to such buttering up in a spirit of 
friendliness and then be willing to cooperate with us. We have discovered how 
foolhardy such a method of dealing with the Communist dictators is. Let us 
not repeat the same mistake again. 





1120 THE MUTUAL SECURITY PROGRAM 


The Intelligence Digest, edited by Kenneth de Courcy, in its December 1950 
issue stated: 

“It is important to realize that there is a growing feeling in Yugoslavia that 
the Western Powers are taking the same attitude toward Tito as they did 
toward the Russians during the war. Many potential friends of the west say 
that aid for Tito, with no conditions attached, is a serious mistake. If Yugo- 
slavia is to become a western asset, the regime should be forced to modify its 
religious and economic policy. And it could be done. Tito has little real choice 
if he is to survive both the Russian military threat and the internal economic 
crisis.” 

Leigh White in his book, Balkan Caesar, stated : 

“So be just as skeptical and as hypercritical in dealing with our erstwhile 
enemy Tito as we have been in dealing with our Greek, Turkish, and Iranian 
allies. If it is the course of wisdom to demand reforms in Greece, Turkey, and 
Iran is it not the course of folly to tolerate the myriad abuses of communism 
in Yugoslavia? We have no right nor have we the desire to exact materia! 
concessions from any of our beneficiaries. But we do have the right, indee«| 
we have the most solemn of moral obligations, to exact the utmost in spiritual! 
concessions from every tyrant who presumes to traffic with our alms.” 

Thus, in considering aid to Yugoslavia, it is important that we weigh the 
true facts and be not beguiled by statements from people who think Tito is “a 
swell fellow” as George Perkins referred to him upon his return from Yugo- 
slavia in February. 

To give a broad picture of the situation that exists in Yugoslavia, I include 
herewith two reports from residents of Yugoslavia. Report A was made by 
an intelligent observer residing in Yugoslavia in April 1951. Report B was made 
within the last month. I cannot divulge here the name of the indiviaquals who 
made these reports since it might endanger them. I can give you more detailed 
information about them privately but, for the purpose of the record, I merely 
wish to state that I believe the source of my information is thoroughly reliable. 


YUGOSLAVIA REPORT A 


The numerical strength of the Communist Party of Yugoslavia, taking in 
consideration only the fully indoctrinated members, is estimated to be 3 percent, 
at the most 5 percent, of the entire population which numbers approximately 
16 millions. After the conflict with the Cominform dissension within the party 
has been great and generally known. Cominform adherents are estimated 
to number over 50 percent, but as the chief personalities have been arrested, 
the Cominform adherents have till now remained without leaders. The personal 
situation of Tito in the party is considered to be very unfavorable; he maintains 
himself in position by means of organized force, and derives a distinct advantage 
from the support given to him by the west. 

Western support has completely confused the anti-Communist part of the 
people (a majority of over 95 percent of the entire population) ; they do not 
know whether the west is supporting Tito in order to maintain him permanently 
in his position, or whether this is a matter of military-political opportunism. 

A question that is frequently discussed in anti-Communist circles is that of 
a possible change of regime brought about by indirect or direct Soviet action. 
and of the replacement of the present regime by a pro-Soviet government. Should 
such a change take place due to direct Soviet intervention, it is believed possible 
that intervention of the Western Powers would ensue and world war III would 
break out. The prevailing opinion for the present is that the Soviets do not 
wish a third world war as yet, but fear of Soviet aggressive action is neverthe- 
less constant. 

A general impression is obtained that “political reactionaries” have in the 
last months been persecuted less by the regime, ever since closer contact with 
the west has been established; the reason, however, that the regime is easing 
up on the reactionaries is not that it has become more liberal, but because the 
reactionaries are not giving any pretexts for strong countermeasures. The re- 
actionaries are not giving these pretexts because they have become completely 
apathetic. Sporadic resistance offered by peasants is purely of local character. 
It flares up suddenly and is repressed promptly and violently, as it is spontaneous 
and unorganized. According to the present state of affairs, the anti-Communist 
masses are so apathetic, depressed, and without any means, that it is impossible 
to envisage the prospect of the people undertaking any organized action for the 
overthrow of the regime. However, there is one circumstance which may occa- 
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sion surprise, and this is the general poverty and extreme want of the people. 
They have nothing more to sell, there is nothing they can buy. From day to 
day, with increasing anxiousness, people ask themselves the question : “Will I 
be able to keep body and soul togther this year?” This is not said to stress the 
poverty and want. This is the awful fact. The question of physical survival 
is extremely acute. As consequence of this state of affairs mass suicides are 
expected of disheartened people, or on the other hand a spontaneous revolt might 
preak out among hungry and desperate men who in their demented way may seek 
this issue from their misery, a misery which is general and from which is spared 
only an insignificant minority of privileged Communists. 

Tito and his regime are hated, just as communism in general is hated, whether 
it be the Tito or the Soviet brand. 

The spontaneous resistance to communism by the peasants is stubborn. The 
regime’s plan to communize rural districts through the creation of agricultural 
work cooperatives has failed. All that has been written upon this matter by the 
regime are nothing but falsehoods, empty theorizing, and falsification of facts 
by use of unverified figures. The peasant work cooperatives which the regime 
has managed to set up, by using pressure, of course, are dissolved by their mem- 
here as soon as suitable opportunity arises. 

Youth, especially town youth, and in the first place school youth, arouses 
surprise by its resistance to communism, despite all the means used by the 
regime to win the youth over to its side. 

Political personalities of prewar times have lost practically all their signifi- 
cance in the eyes of the people. It is typical that for the last 3 or 4 years no 
mention has been made in Croatia of Macek as leader of the Croatian people. He 
is not even mentioned at all. It is not yet possible to foresee who are the politi- 
cians Who would emerge when the time comes. On the other hand there is 
great interest in the political activity of Yugoslav emigrants. 

Two points are stressed regarding the two main national groups—the Serbs 
and the Croats. Both in Belgrade and in Zagreb exist groups of intellectuals 
holding the view that, once Yugoslavia is liberated, Serbs and Croats would not 
find it possible to live togther in the same country again. They believe that this 
has been proved in the past. On the other hand, Serbian and Croatian masses 
realize that mistakes have been made by both sides to their common detriment, 
and that close ties between these sides are now imperative in order that the 
common enemy—communism—be overcome. It is considered that, once Yugo- 
slavia is liberated, it will be of utmost importance that the conduct of state 
affairs in Belgrade be exercised in a firm and capable manner which will frus- 
trate all attempts to break up Yugoslavia. 

The masses are completely uninformed about what is taking place in the 
Western World regarding the fate of Yugoslavia. They have no idea how the 
matter of aid to Yugoslavia was discussed in the American Senate, what were 
the opinions expressed by many American Senators, and that aid was approved 
to the Yugoslav people and not to the regime. The Voice of America broadcasts 
are hardly listened to at all, as they favor the regime. People prefer by far to 
listen to broadcasts from Hungary and other Cominform countries because of 
the sharp attacks and criticism directed against the present Yugoslav regime. 

American aid has not been felt yet among the people. Much is known and 

spoken about this aid, but nobody except civil servants has had any palpable 
evidence of its existence. It is known that there are American missions and 
commissions which are supposed to supervise the distribution of this aid, but 
they are located in Belgrade from where they are taken on sight-seeing excursions, 
are feasted and provided with entertainment by the regime, but are never seen 
in the field. Not a single mission or commission is known to have appeared in 
Zagreb or in Croatia to oversee the distribution of American aid. 
The brain of the Communist party of Yugoslavia and of the Yugoslav regime 
is considered to be Pijade Mosa, although considerable intellectual value is 
attributed to Tito himself, but his past and his origin have not been clarified 
as yet. 


The economic situation 


The economic straits in which Yugoslavia finds herself, and from which she 
cannot hope to extricate herself under the present economic order, have not 
resulted from the greatly publicized “drought” nor from the economic “blockade” 
from the east; they are due solely and exclusively to the chaotic megalomaniac, 
completely unrealistic, theoretical-experimental attempt to replace tested means 
by something untried, and this not because of factual necessity but for ideological 
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and revolutionary reasons, the aim of which is to destroy all that formerly 
‘existed. ’ 

In the course of 6 years of “economic work and planning”, enterprises were 
undertaken disregarding completely practical and useful results. Numerous and 
huge factory buildings were erected regardless of whether they could be furn- 
ished with the necessary installations, skilled labor or raw material. Inasmuch 
as it was possible to render these factories partially capable of functioning, 
their management was entrusted to laymen with only political qualifications 
for the job, and consequently work was directed according to the pieasure of 
party members. Already existing and prosperous industrial enterprises became 
enterprises of dubious commercial value after they were nationalized. For 
example, a prosperous enterprise which formerly employed 60 to 80 workers 
and several office workers, suddenly took on 300 to 500 workers (with the same 
installations) and 40 to 50 office workers with the result that the production 
costs were such that nobody wanted to buy the goods. This manner of work 
was justified by the slogan: “In socialist economy and in a specialist state the 
financial factor is of no significance. The financial factor is part of the capitalist 
system.” Wherever rich ore deposits were theoretically presumed to exist, new 
mining installations were erected involving investments running into astro- 
nomical figures, the necessary labor was furnished, and the practical results 
achieved are far below anything that could possibly justify the expenditures 
entailed. For the needs of various managements of such a gigantie plan, for 
the needs of a huge but ineffectual government apparatus, for social welfare 
institutions planned purely for propaganda purposes, huge buildings and entire 
settlements have been erected, which were to be equipped with the most modern 
home installations which never arrived. Huge sums were invested, hundreds of 
thousands of workers were put to work, and the result amounted to absolutely 
nothing as it was not possible to put any of this to practical use. Huge sums 
were spent and yet nobody had any benefit of all this. 

The means for this work were taken from the farmers, the most numerotis 
(85 percent) and richest part of the population, but these never had any prac- 
tical benefit from all the money taken forcibly away from them for this pur- 
pose. The farmers were constantly and increasingly burdened with furnish- 
ing means destined to be used for profitless capital investment and for the pro- 
curement of foreign currency with which machinery was imported And in- 
stalled in factories having insufficient skilled labor or raw material. As a re- 
sult production in these factories was nil, or in the best case, it was of very 
poor, almost unusable quality. Due to rigid centralization and to an enormous 
quantity of red tape, the insufficient quantity of goods that was available had 
to follow a long route through the so-called state administration. This con- 
siderably slowed down the passage of goods from producer to consumer and 
often the goods so accumulated (often under the open sky) spoiled and re- 
duced still more the meager stockpiles of their goods awaited anxiously by 
the people. Thousands of tons of goods were lost in this manner. The ulti- 
mate result of this was the material exhaustion of all productive people. The 
peasants were left without any reserves, and in time lost their producing power. 
These were not helped in their predicament so as to better overcome their re- 
sistance to communism and the communizing of rural districts. This is, in 
main lines, how the economic collapse came about. 

Agriculture, the chief branch of national economy, will not be of much use 
to the people and to the government. The danger of famine, which was ex- 
plained by drought last year, will be at least as acute as last year. The farmer 
has no seed, no fertilizer, and he does not want to work because all his work is 
not sufficient even to pay all his taxes. 

The general economic situation is such that there can be no work of recti- 
fying it under the present conditions. Any aid coming from abroad is just 
pouring sand into the sea. The sole way of restoring normal economic con- 
ditions in Yugoslavia is to replace the existing economic system by another 
that is based on sound economic policy and not on Communist theory. The 
present regime will not deviate from its economic policy because such a change 
would imply changes of political character both within the country and in re- 
lations with other countries. However, Yugoslavia is not capable of effecting 
a change in its economic system with its own means. There is not capital, 
private or state, in the country. To rehabilitate economically Yugoslavia and 
the Yugoslav people would require an investment of at least a billion dollars 
provided that this money is not entrusted to the present regime nor to a gov- 
ernment administration of the present type. 
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YUGOSLAVIA REPORT B (TRANSLATED) 


After the final breach with Moscow one could think that the Communist 
regime in Yugoslavia might become more democratic. But Yugoslavia is still 
a pure Communist country. The hard situation forced Tito to yield toward 
the west in a way, because he had to devote his main attention to preserve 
the unity of his party, to clear it from the Cominform elements and to smother 
any opposition bloodily. It is obvious that the gulf between Belgrade and 
Moscow has become permanent, though no ideological differences divide both 
Communist countries. 

By receiving an important aid from the United States of America Tito was 
forced to permit the entrance of many foreign newspapermen. But all the 
sympathy toward the west is only apparent. Following statement at a party 
conference is characteristic : 

“We are between two evils right now: Cominform and capitalists. Cominform 
is aggressive and represents an acute foe; the capitalists are still asleep and do 
not represent any immediate danger. Our role nowadays is to create quarrel 
between them.” 

The decrease of terror does not represent any democratic measure, but it 
only signifies the strengthening of the regime, the complete suppression of the 
freedom and high grade of the complete control over all and everything. 

Nowadays as before the Communists have the exclusive priority in each 
field of the social life. 

Because of the economic difficulties and various political trouble the situation 
in Yugoslavia could be characterized as a continuation of war. In many cases 
the living conditions and the security are worse than during the war. This 
fact is stressed by strong tendency of sacrificing everything for the army. 
Yugoslavia and Cominform 

Just after the Cominform resolution in 1948 the Yugoslay Communist leaders 
behaved humbly toward the U. 8. S. R. and kept telling that the discord was 
a confusion into which the U. 8. S. R. was misled. But, later on, the relations 
grew worse, until they have come to the entire interruption of all economic, 
cultural and even partially of the diplomatic relations with U. S. S. R. and the 
satellites. A number of the Yugoslay Communist Party declared being in accord 
with the Cominform resolution, but the Government undertook bloody measures 
against them. The purge has constantly been carried out: the pro-Moscovite 
elements were put into prisons or concentration camps, but a rather great part 
were simply liquidated. 

One could say that for the time being there is not any illegal organization in 
Yugoslavia. Before there were some Cominform leaflets and newspapers, but 
now one cannot find any of them. 


Living standard 

Due to the hard economic conditions the living standard is on a very low 
grade, far lower than before the war. 

Because of exaggerated industrialization huge quantities of food were ex- 
ported so as to buy industrial machines; this provoked a terrible want of 
food, although the country could produce enough for its population and even 
some for export. 

Some quantities of food are guaranteed by the ration cards, of course, but 
they are absolutely insufficient and even unsubstantial. The prices at the free 
(black) market are following: 


Dinars 
i cs cents ewes mae knedipiliteinc aetna nce ues * 100-150 
gf -. & ¢ pein a ies ibpetdniases copadatahy edit teidaiabieed 450 
I Kilogram of sugar........_...____ SRE. + -aetesn Siar ce DOO 
1 kilogram of onion_____-________ sitet ANtns tty ADS 2 120 
1 kilogram of beans_____-__—_ + sen” Ceainaerenieat + Far vA au 100 
ee ee ssa livchiisand isvciatawctastcics TOO 
1 meter of artificial silk__.______- ee EE A UR, Bb BM) TS et 1. 500 


* Even sometimes 250 dinars. 


Certain articles are completely missing: soap, razors and blades. combs, 
tooth brushes, needles, thread, ete. All this could be bought at the free (black) 
market from the people who are getting parcels from abroad, especially from 
the Unite@ States, but the prices are terrific. : 
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The average salary is about 3,500 to 4,000 dinars per month, thus the pur 
chase possibilities are miserable. One could get 5 years of prison or forced 
labor if caught on the black market. 

However, the peasants live the most miserably. They do not have any ration 
ecards and are forced to sell their products at low prices and in established 
quantities, which mostly exceed their productive capacity. Therefore one can 
see the peasant buying flour in towns, even begging, a picture impossible to 
have been seen before the war. The peasant must sell wool to the Govern- 
ment (40 dinars per kilogram) and buy American flour (100 dinars per 
kilogram). 

The action for the collectivization failed, so nobody is forced to enter the 
kolkhoses now. A great lot.of peasants who were the members of kolkhoses 
are now leaving them. 

Although the Communists consider themselves as the vanguard of the work- 
ing class, one can openly say that the worker’s living in Yugoslavia is far 
below the living standard in the west, and much worse than before the war. 
Consequently, the working class is represented in the Communist Party by a 
very small number. So the party does not represent a party of the working 
class. 

Despite the famous assertions about the high productive capacity of labor, 
the effect of it is very small one. One could often hear such a catchword: 
“TI produce according to my salary only.” 


Economic state 

It is a well-known fact that the Yugoslav economy has come into an im- 
passe. This happened mostly because of the tendency of the regime to trans. 
form as soon as possible a predominantly agricultural country into an in- 
dustrial one, regardless of any conditions. 

So they began to build great numbers of new factories and combines, but 
later all was stopped and most of the buildings were not finished. In the fac- 
tories already prepared for work the machines could not be put in operation 
because of lack of raw materials. The products were of a very bad quality. 
Sometimes even not useful at all. 

Five-year pian, so stressed before, has been abandoned now, for it has 
been carried out without any plan, carelessly and negligently. 

Propaganda and its effects are the fundamental tendency of the regime. 
Millions have been spent in order to inform falsely the world about the state 
in Yugoslavia. For instance: 

1. Yugoslavia had spent 500 million dinars for its pavilion at the world 
exhibition in Alexandria, Egypt. The machines were exposed there and sold 
at significantly low prices while Yugoslavia was buying them abroad at enor- 
mous prices. 

2. There are some newspapers and magazines printed abroad where the situa- 
tion in Yugoslavia is shown as excellent, the life as a happy one, full of abun- 
dance and enjoyment. How far from reality it is, one could conclude from 
the fact that the sale of those newspapers and magazines is strongly forbidden 
in Yugoslavia. 


America’s aid 

Masses of Yugoslavia are convinced that Tito has made an excellent job and 
cheated America by his tales about the drought .and its catastrophic conse- 
quences. It is correct that there was the drought last year, but such droughts, 
even Worse ones, took place in Yugoslavia before the war, and the country never 
suffered from them. If the regime did not export food in huge quantities regard- 
less of anything, there would be food enough for the whole population. 
Even now, Yugoslavia getting food for “starving” people from America has sold 
wheat to Egypt and sugar to Switzerland for 5 dinars for 1 kgr., while the people 
in Yugoslavia have to pay 500 dinars for 1 ker. of it. 

Although there was some talk about America’s aid, the masses could not fee! 
any great change, speaking in general. The only difference was that food got 
by ration cards was of American origin. y 

However, the special warehouses for “privileged” persons were full of different 
articles with labels: “Made in America” (USA). 

The only real aid was the one from CARE organization, so-called CARE cards— 
powdered milk, dried eggs, butter. 

There are rumors through Yugoslavia that tremendous quantities of sAmerican 
food are stocked into the stores in Bosnia, Hercegovina, and Dalmatia. 
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Yugoslav press wrote little about American aid, and then it was only in dull, 
official form. There was no word of gratitude to American people. On the con- 
trary this aid has served as a wide propaganda for the regime and its stability. 
At different conferences the fact was stressed that the American aid represented 
a victory of Yugoslavia and proved its great credit abroad. 

Behind the curtain, there where the eyes of the American observers could not 
reach, everything was undertaken in order to reduce the importance of the 
American aid and its origin; the labels were torn from the sacks of flour and 
sugar. 

The aid got through the CARE organization has been distributed all right and 
it has represented a great help for children and youth. But they were told that 
they had to thank for it their “beloved, dear comrade, Tito, the greatest friend 
of theirs.” 


Relations with the foreigners 

As already said, propaganda is one of the main means for maintaining the 
regime. In Yugoslavia there are many written and common laws as to how to 
behave and talk to the foreigners. Even the most innocent sport relations have 
to be approved by the Government. 

The invitation of the important and eminent persons from abroad is a specialty 
of the regime. Those persons have to see “on the spot” the things in the country. 
But as soon as a foreigner has come over there he is encircled by the Communist 
agents. The translators are mostly the members of UDB (secret police), and 
they have to translate things only in a way favorable to the regime. “The guests” 
are led from one reception or banquet to another; they live in the most luxurious 
hotels and apartments, they have at their disposal nice cars and they usually 
can see only what the regime has adjusted to. If they want to see a town or any 
kolkhose, then the authorities arrange things quickly, that is, the agents of UDB 
go there before and teach the people what to say or show them how to behave, etc. 

The case with Trygve Lie was characteristic. He was led through Belgrade 
by car and was always in the company of prominent men of the government or the 
party’s so, he had not time enough to see anything worth while or interesting or 
to study the circumstances. When he said that he wanted to see Belgrade by 
walking through its streets, the agents of UDB went before him and ordered the 
salesmen on Prince Michael Street how to arrange the show windows, what to say 
and be ready to do so. On Prince Michael Street there are some nice stores 
with precious wares and the labels: “Not for sale” (in Serbian, of course). Those 
things were designed only for export. 

Besides there is a large net of spies who encircle all foreign visitors. In the 
vicinity of the foreign embassies and legations and near some private residences, 
there are houses or apartments inhabited by the agents of UDB who have to watch 
and note everyone going in or out of those watched buildings. Likewise, all tele- 
phone talk is tapped. 

The wardrobe keeper of the American library in Belgrade is a certain woman 
Mishovich (or so) who is the UDB agent. 

Some drivers at the American Embassy are notorious UDB agents. 

At the CARE organization all important positions are kept by the Communists 
or UDB agents. The director on personal matters is a woman member of the 
Communist Party. The translator is a Brana Belovich, well-known UDB agent, 

The butler at the English Embassy, a youth of 18, was forced to become a 
UDB agent. 

Rather often, all the people who were in touch with the foreigners, especially 
with the Americans, were arrested. Sometimes, all the readers of the American 
library in Chicka Lyuba Street were arrested and got 3 to 6 months of forced 
labor. For the time being this phenomenom is becoming more or less rare. 


Schools 

Communist leaders have already proclaimed that the state of the schools was 
very bad and that the knowledge of the pupils and the students was very low. 
Of course there were some consequences of the war, but they should have 
disappeared by now. 

The teachers and the professors at the high schools are very bad and since a 
certain number of the high schools were enlarged and certain unreliable teachers 
were discharged, the authorities were forced to employ teachers with little, if 
not without any qualifications (except political ones). 

The main worry of the regime is the indoctrination in the Communist spirit 
through the schools. The whole program is directed only in such a way. 
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1126 THE MUTUAL SECURITY PROGRAM 


At the universities, the situation is much worse. The student cannot choost 
the faculty which corresponds with his ability or desires. At the newspaper- 
diplomatic faculty, and at the medical or electro-machine (sic) ones likewise, 
only the Communists or exclusively talented persons could study. 

Side by side with the professional knowledge, the students must do military 
preparation. Besides, the students must become the member of so-called national 
students’ youth” and attend the courses of: National liberation fight, party 
building up, Marxism-Leninism, ete. After the examination the student could 
enter the party, if he is not already one of its members. 

Every summer the students from the high schools and universities are obliged 
to work “voluntarily” a month. For a bachelor this work is the main condition 
for the admittance into the university. ? 

The students live very miserably, especially those from provinces and those 
who are not the party members. There are not enough lodgings and food is quite 
poor and insufficient. Therefore the health of the students at the universities 
is lamentable. For instance, at the juridical faculty, there were 73 percent of 
students with tuberculosis and 30 percent of them with acute tuberculosis (open 
caverns). 

UDB—Direction of state security 

It is the strongest and the most reliable fulcrum of the Red-Communist regime. 
For 5 years of the Communist regime the UDB has reached such a perfection 
in controlling the most trifling events in Yugoslavia that one could feel its 
presence everywhere. When two best friends talk alone, they are not sure at all 
that the UDB has not heard their talk. 

UDB has a huge apparatus and unlimited possibilities and its threads are 
woven into even the worthless details of the everyday life. In the UDB ap- 
paratus are engaged the most dependable and fanatical people, who do not feel 
any lack in means and in whose hands are the destinies of all the people. 

UDB maintains a permanent and daily control over every last one of the 
Yugoslavia people. All the UDB sections (districts, cities, counties) have a 
special register for every citizen: personal data about him, his “crimes,” punish- 
ments, friends, relatives, denunciations, ete. 

There are some well-known methods of UDB: : 

1. Every house janitor isa UDB spy. He is obliged to report everything about 
each of inmates. The door must be locked at 10 p. m. and the janitor only has 
the key, so he is able to check any person coming in later, and to control every 
person coming in or out. 

2. UDB confidants at the factories, offices, schools are obliged to report every- 
thing about the people there. They have a special mission to watch the suspicious 
people and even provoke them. 

3. The methods at the high schools are especially disgusting. Some students 
were schooled in special courses for spying on their fellows and reporting to the 
authorities everything they discovered. But, sadly enough, their main duty lay 
in denouncing people. 

4. At the cafeterias and barrooms there are many UDB agents among the per- 
sonnel. The singers, dancers, and any kind of artists must report every day 
about all they heard or saw. ‘Their main duty is to become intimate with the 
foreigners. intrude into their rooms and, if possible, intoxicate them and then 
to steal everything useful for UDB. 

5. Less important UDB agents are chosen from among the dregs. There is a 
special class of people of low moral qualifications, almost each of them a criminal. 
They are well-known by the people, nontheless they can be very dangerous, if not 
by reporting truth, at any rate by denouncing people designated by the UDB. 

Consequentiy, the mistrust and fright are Common phenomena in Yugoslavia. 
Nobody trusts anybody. 

Sadly enough, such conditions permit some miscreants and scoundrels to settle 
their personal affairs and hatred through UDB. 

Some persons were forced to become UDB agents, and they do not know if 
their intimate friends were such, too. Thus, such circumstances have created 
a terrible psychological atmosphere. 


Traffic 
Even nowadays, 6 years after the war, the traffic in Yugoslavia is very bad. 
Railroad traflic: The most important traffic in Yugoslavia goes through the 
railroads, but the number of engines and wagons (freight cars) have not reached 
the prewar level yet. Although there are more wagon factories than before, 
the production is very small. Besides one feels rather sharp lack of fuel, espe- 
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cially during the winter. So, in order to improve and augment the traffic the 
Yugoslav authorities have installed into practice the measures for the maximum 
wagon charge, besides there were some trains with 150 to 250 cars. But all 
this caused more damage than utility and the engines were damaged, so this 
practice must have been ended. 

Passenger traffic is very bad too. There are not passenger wagons enough 
and they are always full in extreme, although the prices are terribly high. There 
are many traflic accidents and sabotage, despite all police measures. 

Auto traffic has a very insignificant role in Yugoslav traffic, for there are few 
good auto roads. The trucks are those they got from UNRRA and they are all 
old and ruined. The public has no cars. Besides one feels a great lack of gaso- 
line in Yugoslavia and it has been rationed long ago. 

Traftic on rivers is well restored and developed, but it is aggravated because 
of lack of dredges and during the summers the traffic could be shortened. 

Sea traffic seems to be greater than before the war. Yugoslavia has ships 
enough and is buying them abrvad. Besides, there are shipyards there. In the 
sea traffic one could not see much sabotage and arson on the ships. 

Air traffic is greater than before the war, but there are not planes enough; 
so, some planes have to travel without interruption and on more lines than it is 
accustomed. 

People’s resistance 

Six years of the Communist regime has not broken the spirit of the people 
yet, but it has frustrated any organized resistance or any greater sign of dis- 
content or revolt. 

One can certainly affirm that 90 percent of the people are anti-Communists, 
but due to the severe police control any organized revolt is impossible, so much 
the more when the people do not have any weapons in hands. 

The opposition is divided into two parts: cominformists and democrats. The 
first are numerically insignificant, the latter represent almost the whole popu- 
lation. 

Nevertheless, there are some signs of resistance which provoke much worry 
and damage to the regime: Sabotage, arson, passive resistance against any 
government job, the resistance of the peasants to compulsory deliveries of their 
agricultural products, demonstrative quitting of jobs and demonstrative going to 
the churches. . 

However, despite the apparent lull and peace and despite the disorganization 
of the people, the Communist authorities have undertaken serious security 
measures and controls. All military objects, factories, ministries, Communist 
centers, and above all the important Communist leaders are submitted to a 
great protection by police and army. 

Jach headquarters of the Communist Party (even in small towns) and every 
important Communist leader are well protected by the police, UDB and by 
special troops. 

Each exit of Tito out of his White Palace on Dedinje is protected by a whole 
First Guard Division and by UDB agents; on each 50 meters of the road one 
guardist or UDB agent is placed. 

Dedinje (a hill) on which Tito’s White Palace is situated, and the surround- 
ing hills also (Banevo Brdo, Topchider, and Koshutnjak Park) represent prac- 
tically a police camp; on each step there is a policeman or UDB agent. A larger 
circle of protection is established also with a lot of guard posts and mobile patrols 
on horseback. 

In such a way an impenetrable wall of security is established around Tito and 
the Communist leaders. 


ECONOMIC SITUATION IN YUGOSLAVIA 


I would like to quote here a few other sources that may throw some light on 
the over-all economic situation which exists in Yugoslavia. 

In the American Mercury of February 1950, a staff writer of the Christian 
Science Monitor, Mr. R. W. Markham, stated: 

“Obligatory ‘voluntary’ labor is practiced on an enormous scale, as described 
in each number of Borba and every other paper, especially Glas. Practically 
every able-bodied person in Yugoslavia except urban industrial laborers is 
obliged to dig ditches, cut wood, carry cement, or lay rails, 2 or 3 months a year. 
Mothers and fathers, sons and daughters, mix cement side by side, for Tito. 
For those who fail to do their share, as for the political dissidents, there are 
always the forced labor camps. 
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“Every person over 6 years old is subjected to the constant pressures of ‘mass 
organization,’ intimidation, discrimination, and the necessity to ‘work harder 
or starve.’ But has Tito raised the living standard of Yugoslavia? It may be 
too early to say definitely. Certainly, as of November 1949, the Yugoslav people, 
including children, were hungrier, more ragged, less healthy, less adequately 
housed, than they have been for decades. They never before received so little 
for working so much. Tito himself publicly said, last July 12: ‘I admit there 
is a lack of necessities * * * we haven’t enough to satisfy everyday need’.” 

Markham further states that the Yugoslav newspaper Borba stated that 70 
percent of the people doing “voluntary” reforestation work were women, and 
that 1,336,489 women had participated during a 6-month period in work brigades. 

Mr. Robert.Strausz-Hupe, associate professor of political science at the Uni- 
versity of Pennsylvania, in the winter 1951 Yale Review, on page 283, states that 
four-fifths of the Yugoslav population opposed Tito and that Tito is not and 
cannot be the chosen leader of the Yugoslav people. 

One of the reasons why we should attach economic conditions to our aid of 
Yugoslavia is because our aid would be next to useless without these conditions. 
Mr. Strausz-Hupe in his article states that the country is beset by “economic and 
social problems of increasing severity,’ and further states “the severe and 
chronie economic crisis that this regime faces makes it a foregone conclusion that 
all relations with Yugoslavia will have to be cemented by massive loans. Prob- 
ably at the rate of 200 million dollars annually.” Mr, Hupe further states “in 
all likelihood Yugoslavia would have been faced with a severe economic crisis 
even had she never been cast out by the Cominform and had drought not parched 
her crops.” 

According to Mr. Hupe, in the postwar years planted acreage of wheat has 
been cut back in order to permit the expansion of such industrial crops as flax, 
sunflowers, cotton, and hemp; that before the war Yugoslavia produced 4% 
million tons of corn a year and exported 350,000 tons. In 1949, not a drought 
year, corn production was only 3.7 million tons. 

The Atlantic Monthly of May 1951 states that “the Yugoslav worker’s living 
standard is very low. A semiskilled worker’s monthly wages would buy him 
not quite a yard of materail of a suit, on the free market. His annual allot- 
ment of tickets for the purchase of furniture, luxury goods, or clothing at a 
reduced price is just enough to give him the materials for one suit—it does not 
pay for lining, buttons, thread, or labor. Moreover, once these tickets are 
spent, he must buy everything else on the free market without reduction, and 
a pair of shoes would cost him his pay check for 6 weeks: the price of a pound 
of crude homemade soap, which the peasants produce from waste fat, would 
equal 2 weeks’ income of the worker.” 

The Christian Science Monitor of November 9, 1949, contains an article 
written by Walter Lucas, from Belgrade. He explains in this article the eco- 
nomic plight of the people of Yugoslavia. Let me read parts of his article: 

“There is a general over-all drabness in the cities, a look of poverty, and a 
feeling of utter depression. The people are shabbily dressed. Meager stocks 
of inferior quality goods scarcely fill the shop windows. People in long queues 
wait patiently for hours to buy the most inadequate rationed goods, and then 
sometimes the ration coupons are not honored. 

“Housewives get up at 4 o’clock in the morning to buy a little something 
extra at the free markets where peasants sell eggs and poultry, vegetables and 
fats. In fact, it is difficult for the average city dweller to feed himself ade- 
quately without resorting to the free market—that is, of course, if he is not a 
heavy worker or a Communist Party member enjoying special ration cards. 

“Prices on the free market are fantastic. A dozen eggs represent the equiva- 
lent of 1 day’s wages of the average worker's pay. <A pound of butter costs 
more than 2 days’ wages. A pound of meat is just under 1 day’s wage. <A pound 
of sugar is more than a day’s wages. A pair of shoes is 1% months’ wages, 
and a suit of clothes takes more than one would earn in a year. Rationed 
food is from four to five times cheaper, and the prices of rationed clothing are 
less than one-tenth of the free-market price. But for most people the ration 
for the year provides only one pair of shoes and one suit of clothes, and many 
people do not get a ration card at all and have to buy everything on the free 
market. There is, in fact, a serious shortage of consumer goods and food. 

“The reasons for this are partly due to the Cominform blockade and partly to 
the mistakes of the regime itself, which, with its eyes fixed and transfixed on 
Marxian doctrine, have driven the country toward complete socialization of 
industry and business at a speed that has upset the whole balance of the 
country’s economy. * * * 
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“Two cases in point are the vast project for a new Belgrade and the autobahn 
which is being built from Belgrade to Zagreb over a distance of more than 
200 miles. 

“The new city of Belgrade, designed as the Federal capital, is to be laid out 
magnificently for 250,000 persons, mostly bureaucrats and foreign diplomats. 
It is to have an enormous Parliament building and an ultramodern hotel. It is 
being built expensively on a swamp at the confluence of the rivers of Danube 
and Sava. Tens of thousands of ‘voluntary’ laborers, young men and girls 
snatched from the villages have been engaged on this project. 

“Other tens of thousands of ‘voluntary’ laborers have been wrestling with the 
Belgrade-Zagreb autobahn. I drove along the hundred miles or so of this road. 
Workers with picks and shovels swarmed, like flies around honey. Something like 
it must have happened when the Pharaohs built their pyramids. But I passed 
only two private cars and three trucks on the whole extent of my drive. The fact 
is no one in Yugoslavia has a car except the government bosses and Tito or the 
foreign diplomats. I wondered then what this road was for—just so that Tito 
could speed uninterrupted in his black Buick at 120 miles an hour? * * * 

“Something could be done to relieve the economic pressure on the vast mass of 
the Yugoslav people if the directors of the regime would be prepared to let up on 
the dogged devotion to Marxian dogma. There is, however, little chance of this, 
as long as there is the feeling that America must come to theiraid * * * 

“At this rate an egg in Yugoslavia cost 50 cents and a pair of shoes $100 * * * 

In another article in the Christian Science Monitor, July 31, 1950, by Edmund 
Stev ens, it is stated : 

* * The waste in effort and materials is enormous by western efficiency 
ae American engineers who we found supervising a major industrial 
construction job grew agitated when they mentioned the subject. They estimated 
that it cost the equivalent of $600 to pour a cubic yard of concrete. The waste of 
lumber and other building materials through careless handling was, they said, 
appalling. Valuable machinery was put out of commission through lack of 
maintenance and improper operation.” 

In the summer of 1950 issue of Contemporary Issues, page 116, Mr. A. R. K. 
Jaric, 2» former Yugoslav businessman now residing in London, stated: ‘Tito 
does not publish statistics, but that the economy is inefficient is no secret. No 
American dollars can help to restore it as long as it remains Communist. Tito’s 
Yugoslavia is like a bottomless pit.” 

Mr. Jaric further explains how Tito puts the economic squeeze on the peasants 
by purchasing items from the peasants at much lower prices than formerly and 
selling to them at much higher prices. He illustrates with two examples: Cement 
is sold for 200 dinars instead of 60 dinars per 100 kilos; but for one liter of wine 
the peasant receives a fixed price of 6 dinars. Tito alone can sell the wine on the 
market, and receives 60 dinars for it. 

In the light of the situation illustrated by the foregoing reports, the optimism 
of our State Department with reference to economic conditions under Tito appears 
to be unreliable. For instance, last fall, when this committee was conducting hear- 
ings with reference to the Yugoslav Emergency Relief Assistance Act of 1950, Mr. 
George Perkins stated (p. 5 of hearings) : 

“In regard to the long-run economic position, agricultural and mineral re- 
sources, under normal conditions, should provide sufficient exports to pay for 
the necessary imports. Because of the necessity of reorienting its trade from 
east to west and as a consequence of some of its own investment policies, Yugo- 
slavia has had a problem of insufficient foreign exchange. They have, however, 
recently shown a more realistic attitude in reviewing their capital-investment 
program, and have resumed negotiations with the World Bank for credits to 
finance a long-term program of reconstruction and development. While these 
measures are being worked out, credit assistance from the United States and 
other countries, on a relatively small scale, has helped toward meeting the 
problem.” 

This is a rosy view of the situation to say the least. Again, on page 6 of the 
hearings, Mr. Perkins states: 

“There is every indication that they are now realizing that they overstepped 
themselves in that direction and that they have got to slow down. This has 
been a very bitter pill for them to take, with their Communist theories ; but they 
seem to be alert to that and are willing to talk sense in their investment 
program.” 

Further, in arguing in favor of a grant and against making a loan to Tito, Mr. 
Perkins stated that “such a loan would be a drag on their credit which they need 
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to use for other purposes” and that a loan would “slow down their own recovery 
program to a point where it would become practically impossible.” 

Calling Tito’s economic program, which is rapidly running the country into 
a chaotic condition, a “recovery program” is more than a mere euphemism. 

Again, on page 20 of the hearings, Mr. Perkins refers to aid to Tito as a 
method of economic warfare, supposedly against Stalin. We will certainly 
accomplish little by such means of economic warfare if we give aid to Tito 
without requiring Tito to rebore his economic guns. 

Again, on page 25 of the hearings, Mr. Perkins states: “If we do it on a credit 
basis, we simply cut down the total credit which is available to them.” Which 
implies Titio operates a responsible regime with a sound fiscal policy. 

On page 25, Mr. Perkins, in further explaining why we should not make a 
loan to Tito, as Britain had done, stated: “They have still some credit there 
(meaning Britain), and they need that credit for putting the country on its feet 
w here it will continue to survive and not be calling for outside help all of the 
time.” 

Mr. John J. Haggerty, also of the State Department, stated before this com- 
mittee, at page 50 of the hearings, that “Tito realized that, after all, America 
was the only country to which they could turn for economic aid and, on a sound 
basis, I might say, to help them accomplish their economic development.” 

At page 51, he further stated: 

“I think we have an unprecedented opportunity to influence the country and 
the people of its government. I think there is room in the world for our country 
to live as a capitalistic country and help Yugoslavia as a Socialist or perhaps a 
semi-Socialist country to achieve its economic objectives without destroying the 
human values that go with civil rights and individual liberties.” 

I will forego comment on the implication contained in Mr. Haggerty's state- 
ment that civil rights and individual liberties exist in Yugoslavia; but, with 
reference to his statements about our helping Yugoslavia achieve its “economic 
objectives” and to help their “economic development” and further in view of his 
statement, at page 74, that we should extend aid to Tito without any condi- 
tions attached, I wish to state that he is asking us to blindly take part in 
a program which has been plunging the people of Yugoslavia into poverty and 
slavery. 

I submit that these representatives of the State Department are inaccurate 
and unrealistic in their views of the economic situation in Yugoslavia. I be- 
lieve that, besides being unfair to the Yugoslav people, it would be most fool- 
hardy and wasteful for us to extend aid to Tito without demanding that he 
make definite changes in the domestic practices which have created this tragic 
situation. 

While speaking about the over-all conomic situation in Yugoslavia, I would 
like to say a word about the so-called “economic blockade” of Yugoslavia by 
Stalin. The President in his letter to Congress November 29, 1950, requesting 
emergency legislation for Yugosalvia, stated “Yugoslavia is being subjected to an 
economic blockade * * *” 

Further, in Senate Report 2588, Eighty-first Congress, with respect to 
emergency relief assistance to Yugoslavia, it is stated, under the subtitle “Eco- 
nomic Warfare” (p. 3): “Since 1948, the Soviet’s war of nerves on Yugoslavia 
has been unremitting. It has heen implemented by an economic boycott that 
has effectively interdicted trade between Yugoslavia and the iron-curtain coun- 
tries. In 1947, 49.1 percent of Yugoslavia’s exports went to the Soviet bloc; in 
1949, only 14.4 percent. The picture is much the same for imports. In 1947, 
51.9 percent of Yugoslay imports came from the Soviet’ Union and the satellites ; 
by 1949, imports from the Soviet states accounted for only 12.4 percent of 
Yugoslavia’s total imports. These figures show the terrific impact of the 
Soviet break upon the economy of Yugoslavia. Within 2 years it was necessary 
for Yugoslavia to reorientate her foreign trade from the east to the west. New 
markets had to be found for Yugoslav products; new sources of raw materials 
sought and means developed to pay for them. 

“The economic impact on Yugoslavia of this boycott, as well as military 
moves by her satellite neighbors and finally the show of Communist imperialist 
force in far-off Korea, all combined to put the Tito regime in a most precarious 
position, a position where Soviet Communists, by subversion, coercion, om even 
military force, might have brought Yugoslavia back into the Soviet fold.” 

These statements about an “economic blockade” are unreal in view of the 
traditional practice of the Soviet Union of exploiting the satellites solely for its 
own purposes and not for the benefit of the satellites. Any trade which 
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Yugoslavia has with the Soviet Union or the other satellite countries was not 
in the interests of Yugoslavia, but rather to her detriment. This is illustrated 
well by a statement of the former Hungarian Minister of Finance, Nicholas 
Nyaradi. The Soviet-created Council of Mutual Economie Assistance grew out 
of an interlocking series of bilateral trade agreements that Russia signed 
with its vassals in the summer of 1947. In the May 7, 1951, issue of the Free- 
man, Mr. Nyaradi is quoted as having said the following about this Council: 
“No two satellites are permitted to deal with each other to their own mutual 
advantage. All exchanges between them must serve Russia’s interests and be 
cleared through Moscow at a handsome profit to the Soviet Government. The 
satellites today have no more independence, economic or political, than the 
various Soviet Republics, which they are fast coming to resemble.” 

“Russia is neither willing nor able to do for Eastern Europe what the United 
States, by means of the Marshall plan, is doing for Western Europe. Far from 
bettering the living conditions of Eastern Europe, the Molotov plan is rapidly 
reducing them to the subhuman level that prevails in Russia.” 

Further evidence that the cessation of trade between Yugoslavia and the Soviet 
Union constituted no economic blockade of Yugoslavia is shown by the fol- 
lowing excerpt from an article by Erie Siepmann which appeared in the April 
1951 edition of the Twentieth Century (p. 280): “Russia’s economic relations 
with Yugoslavia after the departure of the Russian troops are described by 
opovitch (Minister of Foreign Trade) as exploitation along the most classical 
‘capitalist’ lines. Popovitch wrote in 1949: 

““In accordance with Russia’s dictum that “friendship is all very well, but 
business is business,” Russia established with the “popular democracies,” com- 
mercial relations, on capitalist lines, by which the maximum profit went to 
Russia.’ 

“Popovitch went on to show that the exploitation of Russia’s satellites by 
the ‘mixed’ trading corporations went even further than capitalism. This ex- 
ploitation came to a head over the question of industrialization, when it be- 
came plain that the role allotted to Yugoslavia by Moscow was the same as that 
intended by Hitler: to serve as a granary, for quasi-colonial exploitation.” 

Actually, thus, the ending of trade between Yugoslavia and the Soviet Union 
was a boon to Yugoslavia, not a “blockade” of Yugoslavia. Far from being to 
Yugoslavia’s disadvantage it was to her advantage. In fact, Mr. Siepmann con- 
tends that the breach between Tito and Stalin came about precisely because of 
the fact that this trade between Yugoslavia and the Soviet Union was nothing 
more than an exploitation of Yugoslavia by the Soviet Union. 

I am sure that the people of Poland or Hungary or Rumania would be glad to 
be the victims of an economic blockade by the Soviet Union. The ills of Tito’s 
economy cannot be laid to Stalin. Tito has created his own economic chaos in 
Yugoslavia all by himself, without any assistance from Joe Stalin. 


SLAVERY IN YUGOSLAVIA 


An effort is being made by many persons to convey the idea that the Tito 
regime is gradually letting up on the people and allowing them a freer exercise 
of their rights. Probably this is done in order to make America more disposed 
toward rendering aid to Tito. 

But whatever the reason, there seems to be little evidence of any increased 
freedom for the people of Yugoslavia. The New York Times for July 5, 1951, 
stated “investigation proved that 49 percent of all persons arrested in Yugo- 
slavia in 1949 had been arrested and detained without cause.” 

Section 28 of the Constitution of the Federal People’s Republic of Yugoslavia, 
January 31, 1946, provides as follows: 

“Inviolability of person shall be guaranteed to citizens. 

“No person shall be kept under custody for a longer time than 3 days without 
a motivated decision in writing issued by a court or a public prosecutor. The 
longest period of custody shall be determined by law. 

“No person shall be punished for an offense without a decision of a compe- 
tent court, handed down on the basis of law by which the jurisdiction of the 
court for the trial of the particular kind of the offense is established. 

“Punishments may be determined and imposed according to law only. 

“No person apprehended by governmental agencies shall be tried without 
being heard in accordance with the law and without being summoned in a 
proper manner so that he could defend himself.” 
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It will be noted from the above section of the constitution that although it 
appears to guarantee certain rights of a person, a person may be kept in custody 
for any length of time merely by a decision of a public prosecutor. 

Furthermore the laws in Macedonia provide for the imposition of forced labor 
upon the people. The Official Gazette of the People’s Republic of Macedonia of 
May 3, 1950, Law No. 70, page 6, provides, “Measure (penalty) of socially use- 
ful labor imposed by administrative authorities under section 6 of the law on 
offenses against public order and peace shall be carried out by the agencies of 
the Ministry of the Interior. 

“Measure (penalty) of socially useful labor imposed by administrative au- 
thority shall be served in working camps at the place of work, which shall be 
established by the Ministry of the Interior when the necessity advises. 

“Application of such measure (penalty) in individual instances may take 
place upon a resolution of the Ministry of the Interior. 

“A person, upon whom the measure (penalty) of the socially useful labor is 
imposed by administrative authorities, shall be assigned to a definite working 
place by the Commissioner of the Ministry of the Interior attached to the local 
people’s committee which ordered such measure (penalty). 

“A person serving (a term of) social useful labor may be released after the 
expiration of the half of his term on condition he proves by his work and be- 
havior that the social useful labor had upon his educative influences, 

“The decision for discontinuation of serving of the measure (penalty) of the 
socially useful labor shall be made by the Ministry of the Interior on the proposal 
of the management of the working place (concerned) .” 

According to Mr. C. B. Birdwood in his article in World Affairs, January 
1951, a million and one-half peasants have been removed from the land to work 
in the new factories set up by Tito. I mentioned earlier the description in the 
Christian Science Monitor of November 9, 1949, by Walter Lucas in which he 
compared the tens of thousands of “voluntary” labor workers on the Belgrade- 
Zagreb autobahns to the situation which must have existed when the Pharaohs 
built the pyramids. 

The Yugoslav-Slovenian Review of the National Committee for Free EES 
of June 15, 1951, contains the following information about slavery and imprison- 
ment in Yugoslavia (p. 15 (translated from Slovenian) ) : 

“At the end of December 1950, we have received reports from our reporters 
concerning a statement by a major of the (Yugoslav) secret police. He stated 
at the end of last year (1949) there have been in jail and concentration camps 
about 250,000 political prisoners. In this number were not counted farmers 
seized on account of sabotage or because they refused to enter kolkhozes. The 
kolkhozes are called farmers-workers cooperatives in Yugoslavia. The same 
major stated also that since 1948, 43 new penitentiaries and concentration camps 
for political prisoners were established. 

“In the 5-year report of the public prosecutor of the Federal People’s Republic 
of Yugoslavia, covering the time from 1945 to 1950, which we published in the 
January Review, it is stated that approximately 6,000,000 people passed through 
the jails of Yugoslavia for this or that reason. This means that of every five 
citizens, two were punished. Or if we subtract the children that means out of 
every five citizens four were punished by imprisonment. 

“In January 1951 we looked for proof of the above date and we were informed 
by reliable sources that the data of ‘Godisnjaka’ concerning the number of 
seized persons was less than the actual number. At the beginning of 1951, 
there were about 400,000 men, women, and children in prison. 

“By edict of pardon issued on New Year’s Day, 1951, published with great 
propaganda, about 11,327 prisoners were released. In addition 1,097 pardoned 
Communists were released on the anniversary of May Day, May 1, 1951. That 
is only a small number of those hundreds of thousands of people which the 
Communist regime treats as slaves. Following we give a list of some principal 
concentration camps which list we got from an individual whom we can trust 
and who experienced the treatment of the terror agents. 

“How many concentration camps are there? 

“It is impossible to give the exact number of penitentiaries and forced-labor 
camps as long as the Western Powers cannot penetrate into the dreadful darkness 
of the Communist regime: some agencies tried to but did not succeed. Among 
others Hrvatski Dom and Nasa Rec (newspapers) tried to get some information. 
Hrvatski Dom published in the February 1951 issue some data, although it was 
not complete. From this and other sources we prepared a summary of these 
camps according to provinces. We state that our list does not include all the 
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places of torture. The numbers in parentheses represent the number of prisoners 
as they were given to us: 


“1. The People’s Republic of Serbia : 
Beograd: Glavnjaca, Djusina Street (jails of the central guard are in 
Princess Ljubice Street ; New Beograd (between 7,000 and 20,000) 
Banjica (where they are building more underground jails for more thou- 
sands of prisoners) 
Pasino Brdo (about 2,000 to 3,000) 
Zabela—Pozarevac 
Otahovo (v Kosmetu za Albance) 
Debar (about 350) 
Decani (2,600) 
Bela Crkva 
Gradjani 
(The penitentiary in Nis and forced-labor camps in the vicinity of Nis.) 
Bor Mine (20,000) 
Mine Trepca (one report says 1,300; another, 7,500) 
Along the railroad between Sabac and Koviljaca 
Along the railroad between Valjevo and Zvornik 
Along the railroad between Pec and Prizren 
“2. People’s Republic of Croatia: 
Stara Gradiska (5,000 and 300 priests of all religions) 
Lepoglava : 
Planina Medvedjak v Gorskem Kotarju 
Hrvatska Dubica : 
Slavonsha Orehovica 
Caprag 
Delic (mixed; for men, women, and children) 
Lonjsko Polje 
Sisak 
Goli Otok (about 5,000) 
Koprivnica 
Sremska Mitrovica 
Slavonski Brod 
Borov-Vukovar 
Along railroad. 
“3. People’s Republic of Bosnia and Hercegovina : 
Siroki Brijeg 
Stup 
Fale 
Zenica (besides the forced labor concentation camp there is also a peniten- 
tiary ~ 
Foca 
Doboj 
Stolac 
Dulici krag Gackog 
Sinjsko Polje (drainage project) 
Banovici (coal mine south of Tuzle, 20,000) 
Benja Luka 
Novibazar-Raska 
On the river Drini 
Along the railroad between Sarajevo and Dubrovnik (which is getting now 
a normal gage) 
Along the railroad between Tuzla and Doboj 
Along the railroad between Ljubija and Banjalaka. 
“4. People’s Republic of Macedonia: 
Idrizovo near Skoplju 
Veles 
Strumicko Polje (drainage project) 
Along Black River near Bitolju 
Kumanovo (along the railroad) 
“5. People’s Republic of Montenegro: 
Cetinje 
Podgorica (about 14,000) 
Skadarsko jezero (drainage project, about 20,000) 
Kotor 
Bjelo Polje (well known jail with 360 isolation cells) 
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“6, People’s Republic of Slovenia. 

Ljubljana: Litostroj (about 1,000; district county jails of secret police 
in the former building of Bank of Slovenia, Siska, sv. Petra Dam, Bleiweis- 
sova road 

On the Igu 

Foot of Mount Smarno 

Ladevci near Rogatca 

Cepicko Lake in Istri 

Kocevje (about 20,000) 

Celje (underground bunkers) 

Strnisce near Ptuju (aluminum mine) 

Skolfijica foot of Ljubljano 

Trbovije (mine, about 5,000) 

Radovljica 

Jesenice (steel factory, about 2,000) 

In the woods of Triglavskega, Karavank in Pohorja, on forced labor about 
60,000.” 

Among the political prisoners are included some of the formerly prominent 
leaders of Yugoslavia. Among these are: Dr. Dragoljub Jovanovic, who was one 
of the most prominent economists in the Balkans. The Carnegie Endowment for 
International Peace has published his work on the economic consequences of the 
war in the Balkans. He was a leader of the Serbian Peasant Party. As a mem- 
ber of the Yugoslav Parliament, he provoked the retaliation of the Communists 
by his speech in behalf of the peasants. He was sentenced to death but his 
sentence was commuted to imprisonment because of the intervention of the 
Carnegie Endowment for International Peace. He is still in prison in Yugoslavia. 

Dr. Boris Furlan, another prisoner of Tito’s, was very influential in the 
Slovene-Democratic Party. He left Yugoslavia in 1941 to work on the London 
radio. He returned to Yugoslavia in 1945, jointed the National Front of Lib- 
eration, but refused to be a tool of the Communists and joined the movement 
of Mihajlovie. He was tried by Tito in August 1947 and condemned to death. 
Under American pressure the death sentence was commuted to imprisonment. 
The crime Furlan was charged with was that he wrote an article entitled “Com- 
munist ‘Spoilation’ Policy in Yugoslavia.” 

Dr. Constantine Kumanudi is in prison under a 15-year sentence. Dr. Kuma- 
nudi was a professor of law at Belgrade University. During the First World 
War he organized the Yugoslav volunteers in Russia. After the war he was 
a delegate to the Yugoslav peace delegation in Paris. He served as a member 
of the Yugoslav Constitutional Assembly. He was a Minister of Finance of 
Yugoslavia in 1921. He was a mayor of Belgrade for a short time, and he 
served 17 years in the Yugoslav Parliament. From 1931 to 1935 he was presi- 
dent of the Parliament. During the Nazi occupation of Yugoslavia he was 
condemned to prison. His continuing action against tyrants caused him to be 
condemned as reactionary by one of Tito’s courts. This great patriot will be 91 
years old if he lives out his 15-year prison sentence. 

The New York Times of June 24, 1951, in an article by M. S. Handler, stated 
that the Yugoslav National Assembly would enact an amnesty law early this 
month, which would release many prisoners. Mr. Handler reports that Alex- 
ander Rankovich, Minister of the Interior, accused the Yugoslay judges of ac- 
cepting political evidence without question and also attacked his own police 
force for abuse of powers and for arresting persons too easily. The article went 
on to say that many of the cases of prisoners would be reexamined with a view 
to reducing the sentences or releasing them. According to the article the ones 
to be released were not those who were guilty of political crimes but rather 
those who are guilty of petty crimes, 

In view of this fact that it is the petty criminals and not the political pris- 
oners that are to be released under this proposed law, I believe the question 
could well be asked, whether the real intent of the law is not merely to clear 
out prison space for new political prisoners? 

In any event, lest we think that Tito is becoming softer. here is what he said 
in a speech at Skoplje, on August 6, 1949, as reported by Mr. R. H. Markham in 
the American Mercury magazine of February 1950: “It would be wrong to be- 
lieve that the conception of kulak is to be applied to everybody who has 25 or 40 
acres of land. No, comrades, the conception of kulak is identical with the 
conception of the enemy * * * who is against socialism, If somebody is 
against socialism, he is an enemy and there is no difference between him and 
the kulak, even if he has no land whatsoever.- If he is against socialism, he is 
an enemy, who must and will be annihilated.” 
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And Mr. Auberon Herbert, writing in the London Tablet last summer after 
his return from Yugoslavia quotes a speech which Tito made last year: 

“There cannot be two programs in our country, but only one, the program of 
the people’s front, the program of Socialist construction. 

“We are living in the best of revolutionary social transformation in our coun- 
try, and revolution is not prone to humor, revolution cannot play around with 
concessions and other things; revolution is cruel.” 

External evidence of this cruelty may be gleaned from the suicide of a 
political refugee named Nikola who jumped from a plane which was carrying 
him back to Yugoslavia (New York Times, March 5, 1950). 

Or from the story reported from the Brooklyn Tablet of July 14, 1951, about 
the eight young athletes who refused to return to Yugoslavia. As members of 
a water polo team they had toured Europe, won all their matches, and were 
scheduled to return to Yugoslavia on June 19. Tito had already planned a civic 
demonstration for the athletes in Belgrade upon their return. The athletes, 
however, decided not to go back. Unfortunately, they are today living in a 
leaky-roofed, foul-smelling barracks in an overcrowded displaced-persons camp 
in Salzburg and our Government and other governments are unwilling to help 
them. 

Another story of disillusionment is reported by NCWC News Service, June 11, 
1951. George Markovich went back to his native Yugoslavia from Canada in 
1947 with his wife and three children. They were going home to help build 
up their native country. Upon arrival in Yugoslavia he immediately was 
assessed $500 to help “the people’s state.’ When he inquired about this he was 
imprisoned for 17 days. He was obliged to work for $3 or $4 per week. On 
May 3, 1951, Markovith had managed to get his family back to Canada. He was 
much sadder and wiser—and 50 pounds lighter—weighing only 120 pounds upon 
his return. 

Certainly if we require Tito to deal more fairly with the people and to 
respect their rights in accordance with the constitution of Yugoslavia it will 
greatly increase the friendship and cooperation of the Yugoslay people with 
the American people. 


AGRICULTURE IN YUGOSLAVIA 


I would now like to point out a few facts about the agricultural situation in 
Yugoslavia. In the April 7, 1951, issue of the New York Times, Mr. C. L. Sulz- 
berger, whose writings seem to indicate that he is well disposed toward the 
Tito regime, nonetheless states, “It is conceded that the agrarian policy has 
been a failure.” I wish to include herewith a few quotations from the Yugoslav 
newspapers which will show some of the reasons for this failure. 

Dr. Bakaric, Premier and Communist leader of Croatia outlined a new agri- 
cultural policy in a speech in Zagreb on March 31, 1951. In commenting upon 
this speech, the newspaper Borba, in an article entitled “The Way Toward Mass 
Collective Farms,” stated: 

“The main accent of the activity of our party organizations has been placed 
on setting up and consolidating collective farms, as well as on laying ground- 
work for the establishment of future collectives, especially in grain-raising 
areas. Asa matter of fact, the aspect of quantity has thus far been subordinat- 
ing to that of the internal economic soundness of existing farms. 

“* * * Yet, in spite of these undeniable changes, study of our collective 
farms has brought to light a certain organic weakness in the system which mili- 
tates against the growth of mass collective farming. 

“The fundamental reason why our collective farms do not grow and spread 
is, however, due to their economic weakness. 

“During 1950 little was done by local organizations to increase productivity 
of the farms. * * * The average number of working days of a collective 
farmer was between 110 and 130 (for the year) ; in 1949, only 104 days. This is 
less than one-third of the total yearly working days, meaning that two-thirds 
of the yearly working days were devoted to loitering or activities not connected 
with farming.” 

Miha Marinko, Prime Minister of Slovenia, said in the Slovenian Parliament 
on January 12, 1951: “There are many, many farms which today produce far less 
than they did before the war. The same must be said of many collective farms 
which today yield far less than the same soil yielded in prewar times.” 
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Ljudska Pravica, a Slovenian newspaper, describes in its January 10, 1951, 
issue, certain larger implications in collective farm practices: 

“* * * Compulsory deliveries by peasants (to the state) have an eminent 
political signiiicance. They crush at the source every attempt by speculators in 
the countryside to raise the price of food articles. The final result of an ade- 
quate use of the weapon of compulsory deliveries will and must be consolidation 
and expansion of our socialized economy. * * * This task has not been car- 
ried out as it should have been. * * * The criminal price racket which some 
speculators were allowed to carry on and which brought them fat profits in cash 
caused growing antipathy among the still independent farmers toward collective 
farms and at the same time fostered propaganda for wholesale desertions of their 
members. * * * During 1950 some officially appointed collectors of compul- 
sory contributions neglected their duty in favor of the larger farmers, particu- 
larly in nonindustrial areas. * * * They have not realized the true meaning 
of the policy of compulsory deliveries. * * *” 

The Politika, a newspaper (Belgrade), in an article in its March 21, 1950, 

issue, entitled “Increase of Production on Collective Farms Is Urged,” states: 
- “* * * We hope that this year (1950) members of collective farms will give 
more full days’ work to the growing of vegetables. Last year (1949) it was fail- 
ure. * * * There should be ample opportunity for all collective farms to 
increase the number of useful working days. * * * More soil should be 
tilled, livestock should receive more attention, and there is plenty of useful work 
to be done, * * * very important manpower was not fully utilized, * * * 
and production suffered. 

The same newspaper points out in an article entitled “More White-Collar 
Experts in Agriculture Than There Are Agricultural Workers,” appearing in its 
January 24, 1951, issue, a bureaucratic condition which “Politka” considers 
serious: 

“Agriculture is now being run from Government offices. They cause more 
danger than they produce useful work. The distribution of agricultural experts 
is arbitrary. Thus it has transpired that we have in the central offices of the 
Minister of Agriculture as well as in local branches all over Serbia an enormous 
number of such experts. For instance, in the 3 agricultural institutes at Top 
sider (near Belgrade) there are employed 48 graduate agricultural engineers 
and in one institute in Croatia there are 41 such graduates with 15 assistants. 
On the other hand, out in the field in Cosmet region, for instance, there is only 
one qualified expert with a university diploma, assisted by 32 lower-level agri- 
cultural technicians. In Voyvodina, one of the foremost of the producing areas, 
there are only 16 highly qualified agronomists working on the field, assisted by 
52 minor technicians, representing proportionally a poorer showing than in 
Cosmet. * * * The situation is so bad in Serbia that there are actually 10 
highly qualified agricultural graduates who work in administrative offices to 
every 1 such graduate who is employed in agricultural work in the field.” 

In an article entitled “The Crisis in Yugoslavia’s 5-Year Plan,’ by Pavle 
Goranic, Wirtschaftsdienst (Hamburg, Germany), September 1950, it is stated 
that in 1949 the planners admitted that 435,000 fewer hectares were under 
collectivization in Yugoslavia than in 1989, Mr. Goranic quotes Tito himself as 
Saying: 

“I think it is precisely in the creation of peasants’ cooperatives that we have 
made most mistakes. We reckoned mathematically and not with actual possi- 
bilities, with the morale of the people, and did not ask whether these people were 
ready to come into cooperatives.” 

The Christian Science Monitor of September 9, 1948, contains an article which 
shows this agricultural failure more concretely in describing how Tito confiscates 
pigs from the peasants. This article, written by Mr. R. H. Markham, tells of the 
“pig war” which Marsha] Tito had begun against the Yugoslav peasants, as part 
of the campaign to communize agriculture and liquidate the kulaks. 

Pig raising is the primary activity of the peasants in Serbia and Mr. Markham 
states that pig stealing in Serbia is considered in the same class as horse stealing 
was on the American frontier. Tito’s men were seizing nearly all the pigs of the 
so-called rich peasants and turning them over to state-owned farms and peasant 
cooperatives. The official reason given for the pig seizure was that the rich 
peasants were hiding the pigs and not selling their required quotas to the gov- 
ernment. They were charged with speculating and sabotaging the economy. 
The authorities were reported as taking pigs from rich “capitalistic elements” 
but leaving each family with at least two pigs. The peasants were given receipts 
for the pigs and told they would be paid but no price was specified. 
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You can well imagine the effect on the peasants of this governmental pig steal- 
ing, and it well demonstrates why Tito’s agricultural “policy” was a failure. 
The effect of this pig-stealing program is described in Leigh White’s Balkan 
Caesar. He states that “pork, in what was the largest hog-producing country in 
Europe before the Second World War, cost $6 a pound in the fall of 1950.” Mr. 
White makes further comment that butter was selling at $20 a pound and eggs 
at $5 a dozen. Yet wages in Yugoslavia averaged only $60 a month. 

Mr. White also reports the case of a Soviet peasant who was required to de- 
liver 600 bushels of wheat in 1950, even though his farm produced only 305. He 
was forced to sell one of his two cows in order to provide his own family with 
bread and he expected to be arrested for his failure to deliver the required quota 
of wheat. Mr. White further states that in Bosnia, 25 heads of families in a 
village of 300 were arrested for failure to deliver their full quotas of corn. 

So badly did conditions deteriorate among the peasants that eight Serbian 
peasants spent 1,000 dinars each to travel to Belgrade to implore the Tito gov- 
ernment not to take so much of their crops. This story is reported by Gaston 
Coblentz in the April 22, 1950, New York Herald Tribune. One of the peasants 
declared he must surrender 400 pounds of wheat to the regime, although he had 
only 200. These peasants were of the “poor peasant” category owning only 2 to 
6 acres of land each in a relatively poor area in south Serbia. One of the peas- 
ants, a 78-year-old man said he had fought against Turkish, Bulgars, and Ger- 
mans in his time but that he had never seen his part of the country in such bad 
shape. 

Mr. Haggerty, when he appeared before this committee last year, also testified 
as to the apathy and resistance of the peasants to Tito’s collectivization program. 

Mr. R. H. Markham, in his article in the February 1950, American Mercury, 
page 180, stated that Tito proudly proclaimed in Borba on September 17, that he 
takes up to 95 percent of the harvest from the kulaks and as we noted before, 
Tito regards anybody against socialism as a kulak. 

The Atlantic Monthly for May 1951 (p. 14) reports that in 1949, 5,300 farms 
were collectivized ; that during the first 6 months of 1950, 340 were collectivized 
and in thedast 6 months of 1950, only 30 were collectivized ; that there is no talk 
of further collectivization. It further states that 450,000 families and three- 
quarters of the country’s land remain independent. 

The State Department letter regarding the Yugoslav emergency relief pro- 
gram, stated: 

“As the compulsory purchase system has aroused substantial resentment on 
the part of the peasantry and undoubtedly has been instrumental in decreasing 
agricultural production, this decision is an example of the Yugoslav Govern- 
ment’s efforts to move away from a rigidly controlled and centralized type of 
economy to one based more on incentives and the play of supply and demand. In 
this connection, it may also be noted that, at least for the present, the Yugoslav 
Government has virtually stopped further collectivization of agriculture.” 

The letter also states that the Yugoslav Government has announced that it 
would gradually eliminate the present compulsory purchase system. 

In the light of this it would seem that there should be no resentment on the 
part of the Tito regime if we include as a condition of our aid that he cease col- 
lectivizing the farms and terminate the compulsory quota exactions from the 
independent peasant. And such a change would greatly improve the agricul- 
tural situation in Yugoslavia and thus bolster the country, besides achieving 
greater justice for the peasant. 


RELIGIOUS PERSECUTION 


Let us consider the religious situation in Yugoslavia. The State Department 
letter states that “limited progress has been made in the direction of freeing the 
conduct of religious affairs from state controls.” I might state that if this state- 
ment read “extremely limited” it would be closer to the true situation. The 
Intelligence Digest of January 1951 states, with regard to Yugoslavia: 

“Religious persecution continues unabated. Atheism is taught in the national 
schools. In the country areas, services are regularly attended by the secret 
police. Hardly a Sunday passes on which some priest is not arrested for preach- 
ing doctrines repugnant to communism. Just as in the Cominform countries, 
efforts are being made to set up a dissident Catholic Church, loyal to the regime. 
Three apostate priests have already been chosen as its leaders; Ante Bajt, Josip 
Lampret, and Victor Mere. There is no distinction between these men and 
Plojhar in Czechoslovakia and Balogh in Hungary.” 
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A Brooklyn Tablet article of June 30, 1951, stated under a Trieste date line 
that there had been no improvement in the general religious situation in Yugo- 
slavia, and that more than 300 Catholic and 50 orthodox priests were still in jail, 
and that to date 378 priests had been murdered by the Communists. Ten priests 
were released in the much proclaimed amnesty of December 31, 1950, and these 
were all sick or near death. 

The New York Times of June 17, 1951, reports the sentencing of 16 clerics to 
prison, including Father Josip Salac, vice rector of the Roman Catholic Theologi- 
cal University in Zagreb. 

I would like to summarize here the contents of various news releases of the 
National Catholic Welfare Conference with regard to the religious persecution 
in Yugoslavia over the past 15 months. 


EXCERPTS FROM NCWC NEWS RELEASES, MARCH 1950 TO JULY 1951 


“Parts, March 4, 1950.—Bishop Smiljan Cekada was ordered to leave Yugo- 
slavia within 4 days and told not to return. Msgr. Andrija Majic was arrested 
by agents of OZNA, the secret police, 2 days before Christmas and is being held 
incommunicado. Bishop Petar Cule of Mostar was sentenced to 1114 years in 
prison on the usual charge of ‘collaboration.’ 

“Father Matthew Nuic, secretary of the bishop, was sentenced to 8'4 years in 
prison, The bishop's brother, Father Anton Cule, was arrested by OZNA agents 
in November of last year and is still being held. Since that time scores of priests 
of this diocese have been arrested and hundreds of sisters have been expelled 
from their convents. 

“In Cattaro, Msgr. Ivan Stjepcevic was sentenced to 6 years in prison. Father 
Trifoni Milosovic, was sent to prison for 15 years. Father Jasko Vresk a 38- 
year-old priest of Antivari, was condemned to die before.a firing squad. 

“Father Vittorio Kolocjra. 38, drew a sentence of 15 years. He threw the 
judges and prosecutor into confusion when he declared during his trial that he 
had been tortured and held in solitary confinement while awaiting trial. He 
described how his jailers thrust wires down his throat and then shot electric 
current in them in efforts to force a confession, This trial was staged with all the 
fanfare of communist propaganda: loudspeakers installed on streetcorners 
dinned out the courtroom proceedings which were attended by ‘spectators’ 
brought to the court from surrounding areas.” 


“RomE, May 19, 1950.—A government ‘permit’ for priests is demanded in the 
People’s Republic of Slovenia, Civilta Cattolica, a Jesuit review relates. The 
government demands that all newly appointed or transferred priests—assistants 
as well as pastors—must obtain government consent in their new potss nor may 
a priest say mass, hear confessions or preach at a neighboring parish unless he 
has the previous approval of the Red authorities, it adds. As a consequence 
parishes where the government refuses to grant its ‘placet’ to the priests ap- 
pointed by the Bishop are without any religious services. 

“Violations of these government regulations have brought fines of up to 10,000 
dinars, the article reports, noting that the highest fines have been handed out for 
the ‘illegal’ hearing of confessions. Armed soldiers prevent ‘unauthorized’ 
priests from saying mass in churches deprived of their clergy. 

“Another restriction on priests, Civilta Cattolica relates, is that they are often 
not permitted to reside in the parish house next to the church but are compelled 
to live in some house miles away. 

“The Yugoslava regime makes special efforts to obstruct the pastoral visits of 
bishops, the review states. Boat and automobile owners are warned not to trans- 
port prelates, with the result that they must make the greater part of their 
journeys on foot. Party members are warned not to allow their children to be 
confirmed. At one place, the article relates, parents came at night to the parish 
house to have the bishop confirm their children. However, when the authorities 
discovered this they placed a cordon of police around the parish house and forced 
the people away. 

“On September 25, 1949, Rev. Josef Vedrina was attacked by a group of Com- 
munist youth on his return from a funeral and was stoned and beaten to death. 
The Red police never bothered to apprehend those guilty. 

“Tito is likewise trying to make life impossible for the clergy through an eco- 
nomic squeeze. The ‘land reform’ robbed the clergy of most of their independent 
income. The government stopped the traditional ‘allotments’ paid to the clergy. 
Then collections outside churches were prohibited. This was followed by a decree 
forbidding special collections in churches such as the Peter’s pence and collection 
for the missions, the diocesan curia and seminaries.” 
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“MiILan, ITaLy, June 16, 1950.—Two outstanding Jesuit preachers of the Arch- 
dioceses of Zagreb and Sarajevo were arrested. Well-informed circles fear that 
a determined offensive is under way by the Communists to complete the dissolu- 
tion of the Society of Jesus in Yugoslavia. Last year in Ljubljana eight Jesuit 
Fathers were condemned to long prison terms on the charges of fostering Catholic 
action. In addition to these sentences the property of the Jesuit Fathers there 
was confiscated by the Communists. The ancient church built by the people in 
thanksgiving to God for deliverance from earthquakes was converted into a 
movie studio.” 


“MILAN, Iraty. June 22, 1950.—The Tito regime of Yugoslavia has effected 
the dissolution of another religious community of nuns by demanding the va- 
cating of its last two houses and ordering the sisters to find jobs ‘useful’ to the 
state, it was learned here. 

“Before the once thriving community was robbed of its convents by the regime 
it numbered some 200 nuns living in 22 houses. 

“The report stated that several thousands nuns have been driven from their 
convents by the undiminishing persecution of the Catholic Church in Yugoslavia.” 


“WASHINGTON, July 6, 1950.—Rev. Silvije Grubisic, O. F. M., told of the fate 
of the Franciscan community in Croatia to which he once belonged. He was 
formerly attached to the Franciscan Monastery at Mostar, Croatia. 

“Of the 260 Franciscan friars—including 20 brothers—attached to the Province 
of the Assumption at Mostar in 1945, only 39 are left today, the priest related. 
Seventy-nine have been killed ; 30 were last known to be in concentration camps ; 
many have escaped the country, including some 20 who have reached the United 
States ; the fate of a number of friars is unknown. 

“In 1945 the Franciscans of the Assumption Province took care of 56 parishes, 
Father Grubisic stated. Now 30 are priestless. A middle school, a minor 
seminary, a novitiate, and a scholasticate for Franciscan students of philosophy 
and theology, once operated by the province, have been closed by the Tito regime.” 


“Rome, August 3, 1950.—Civilta Cattolica, a Jesuit review published here, in 
an article entitled ‘Religious Persecution and the Administration of Justice in 
Yugoslavia,’ told about one priest who refused to cooperate with the regime's 
effort to pin a crime on the bishop was arrested and sentenced on charges of 
‘immorality.’ A curate received the same treatment for refusal to testify against 
the pastor. A third priest, the magazine states, who refused to cooperate with 
Tito’s police was beaten and starved so severely that he became tubercular. 

“The article states it cannot mention the names and places of these priests 
for ‘obvious’ reasons. 

“Describing life in a Yugoslav prison, the article says that a bishop and 
other priests are confined in a damp, dark subterranean cell. Another priest, 
78 years old, is kept in the worst prison in his area. The imprisoned secretary 
of a bishop contracted tuberculosis because of an insufficient prison diet. It 
is not unusual for prisoners to die from privations. These are then buried 
secretly, the article declares.” 


“VENICE, ITALY, September 16, 1950.—Thousands of Catholics in some 20 
parishes in Yugoslavia have been deprived of the opportunity of assisting at 
mass and the consolation of the sacraments, according to a report received here. 
The report stated that in one swift act Communist authorities compelled many 
pastors and clergy to lay aside their sacred ministry and report for ‘military 
service.’ 

“Sources here tell that the military service in question, which endures for 
no set period of time, consists in loading and unloading ships, cutting wood, 
and other forms of heavy labor. Because of the acute shortage of priests in 
most Yugoslav dioceses, it has become impossible to care for the spiritual needs 
of the faithful who live in the vacant parishes. 

“Word comes too from a reliable source that a Jesuit priest, a Father Kozelj, 
one of the foremost preachers in Yugoslavia, has been arrested for a second 
time on the same charge, that of conducting a conference attended by thousands 
of men. He served 3 months in prison and on his release was rearrested and 
sentenced without trial to 2 years of forced labor.” 


“Venice, Iraty, September 8, 1950.—The Yugoslav Communist regime has 
arrested two more Catholic priests. Revs. Francis Horvath, chancery official 
of the Sarajevo archdiocese, and Michael Parosic, priest of the Zagreb arch- 
diocese, who was a teacher of religion in the Crisio high school. 
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“Another report states that 57-year-old priest, the Reverend Louis Vrnjak, 
died in a Yugoslav prison, a victim of starvation and maltreatment.” 


“VENIcE, ITaLty, October 26, 1950.—Tito’s latest victims are the Reverend 
Francis Hervath, chancery official of the Sarajevo archdioces, and the Reverend 
Emanuel Kljaic, O. F. M., of Zenica, near Sarajevo. Father Hervath received 
a 3-year prison term. He is suffering from tuberculosis, Father Klijaic was sen- 
tenced to prison for alleged “cooperation with a band of criminals.” 


“New York, November 21, 1950.—Bishop Michael J. Ready of Columbus de- 
clared that a grinding and relentiess persecution is being waged against the 
Catholic Church in Yugoslavia. 

“Since the time the Communists began operations they have killed 378 priests. 
At present the Communists are holding over 400 priests in prison. Archbishop 
Stepinac and Bishop Peter Cule of Mostar are still serving prison sentences. The 
unjustifiable arrests of priests continue, 

“*Prieses are continually subjected to Communist pressure which involves ar- 
bitrary arrest, night raids on parish houses, and long hours of grilling by the 
secret police. In some cases priests have been murdered on the public high- 
ways. Priests have been prevented by the Communists from taking care of 
their parish churches. 

“*All religious orders of women in Slovenia and in Bosnia-Herzegovina have 
heen dissolved by the Communists. Hundreds of Sisters all over the country 
have been expelled from their convents and forced to seek shelter in their 
paternal homes in order to obtain ration cards for food. Many Sisters have 
been obliged to abandon their religious garb and take jobs in factories or offices. 
Other Sisters remaining in convents which are not yet confiscated receive no 
food or clothing cards. Two such Sisters on the Dalmatian coast died from mal- 
nutrition and lack of medicine during the past winter. 

“*More than one-half of the seminaries in the country have been closed and 
confiscated. Those remaining are partially occupied by the Communists. 

“Every Catholic school—elementary, high school, and college—every Catholic 
hospital and old-folks home, every Catholic orphanage has been confiscated by 
the Yugoslav Communists. 

“The Communists have placed intolerable restrictions on the teaching of 
religion. Teaching catechism to children, even in churches, is impossible. An 
edict forbidding catechism classes for children in churches was published in 
Bosnia-Herzegovina. 

“‘Students for the priesthood have been arrested and sentenced to prison on 
charges of “vagrancy” Bishop Ready related. Parents of seminarians have been 
threatened by the Communists and warned to withdraw their boys from the 
seminaries. Catholics in the armed forces or holding government jobs are for- 
bidden to practice their religion, he stated. 

“Priests have been subjected to physical torture by the Communists who thus 
endeavor to force “confessions” the bishop continued. Many Sisters have been 
arrested and held in filthy prisons. Communist thugs have broken into con- 
vents and beaten the Sisters. Churches and wayside shrines have been dese- 
crated and destroyed by the Communists. 

“*The once flourishing Catholic press in Yugoslavia no longer exists. A few 
religious sheets are allowed but so strict is the Communist censorship that they 
are little more than parish bulletins, 

“*The Communist press continues its campaign of attack against the church 
with abusive articles and cartoons against the Holy Father, priests, and Sisters. 
No residential bishop has been appointed in Yugoslavia since the Communists 
seized power.’ 

“The Reds have also struck at the Serbian Orthodox Church, Bishop Ready 
pointed out. Its priests have been arrested and its American-born Bishop 
Varnava Nastic of Sarajevo is in prison under abominable conditions, he added. 

“*As long as these conditions last, as long as priests and bishops are held in 
prison,’ Bishop Ready declared, ‘there can be only one answer to the question 
about persecution of the church in Yugoslavia. The Tito Communist propaganda 
is false.’ ” 


“WASHINGTON, December 12, 1950.—A plea that Marshal Tito be required to 
guarantee restoration of fundamental rights and liberties before being given 
any United States aid was made here by the National Council of Catholic Men. 

The statement of the N. C. C. M. said: 

* “Since the accession of Tito to power, 378 priests have been put to death. Four 
hundred clergymen of the Orthodox and Roman Catholic Churches are now in 
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prison. Clergymen are continually subjected to Communist pressure which in- 
cludes arbitrary arrest, night raids on parish houses, and long hours of grilling 
by the secret police. 

“*All religious orders of women in Slovenia and Bosnia-Herzegovina have 
been dissolved. Hundreds of Sisters all over Yugoslavia have been expelled from 
their convents and have been obliged to abandon their relf¥ious garb and take 
jobs in factories or offices. 

“‘Every Catholic school, hospital, orphanage, and old-folks home has been 
confiscated by the Tito government. Intolerable restrictions on the teaching of 
religion have been made. The government-controlled press has waged an abusive 
and vicious campaign against the Holy Father, the clergy, and Sisters. No 
residential bishop has been appointed in Yugoslavia since the Communists seized 
power. 

“*These attacks have not been directed at the Catholic Church alone. They 
have embraced as well the Serbian Orthodox Church, many of whose priests 
have been arrested and whose American-born bishop, the Most Reverend Varnava 
Nastic, of Sarajevo, is at present imprisoned under abominable conditions.’ ” 


“VENICE, ITALY, January 25, 1951.—Two priests died in prison as a result of ill 
treatment by their jailers. An entire Cistercian community was arrested. A 
priest was fined for accepting the offerings of parishioners.” 

“The Cistercian community consisted of several priests and lay Brothers, who 
reside in a monastery in Slovenia. They were taken off by police and held 
incommunicado for several weeks. 

“The priest who was fined had to pay 10,000 dinars ($200) because the faithful, 
according to the custom of the early Christians, left voluntary offerings at the 
altar. This was held to be a violation by the priest of the government decree 
forbidding collections in churches. When police learned that the priest had 
bought some sorely needed supplies with these offerings, they fined and im- 
prisoned him. They also searched his house and confiscated a sizable sum of 
money donated by the faithful for the repair of their church. 

“Tt is also recalled here that a disastrous blow was struck against the church 
in Croatia when police arrested over 20 seminarians of the archdiocesan seminary 
at Zagreb. The students were accused of taking part in ‘antigovernment’ 
activities. Several priests at the seminary were also apprehended on the charge 
that they ‘condoned’ the activities.” 


“VENICE, ITaALy, February 1, 1951—-In Zagreb, only five or six priests have 
been permitted to teach religion in the schools despite the fact that, according 
to existing law, teaching of religion should be allowed in all schools. Reports 
from the Republic of Slovenia show a similar situation.” 


“VENICE, ITALY, April 28, 1951.—Reports reaching here give the details of the 
expulsion of Bishop Francis Cekada, Administrator Apostolic of Banja Luka, 
from that see. Bishop Cekada was first expelled from Bosnia Herzegovina in 
January 1950 when he was given only 4 days’ notice. 

“The bishop was summoned to the Banja Luka headquarters of the secret 
police and told that he would be escorted to the borders of Bosnia-Herzegovina 
under armed guard unless he left within 24 hours. 

“The reason for the prelate’s expulsion was reported to be the same as last 
year: his persistent refusal to grant episcopal approval to a government- 
sponsored Association of Roman Catholic Priests. 

“Bishop Peter Cule of Mostar, sentenced to 10 years’ imprisonment in 1948 by 
a Tito people's court, is forced to wear tattered and insufficient clothing, despite 
the fact that proper clothing is sent to him regularly. Orthodox Bishop Varnova 
Nastic of Sarajevo, a former United States citizen and vigorous opponent of the 
Communist regime, is also imprisoned at Zenica and reportedly compelled to live 
under the most degrading conditions.” 


“TRIESTE, June 21, 1951.—In the republics of Slovenia and Bosnia-Herzegovina 
some priests have been arrested and fined for attempting to teach religion to 
children assembled in church. 

“Sisters have suffered extremely throughout the land. More than 3,000 have 
been forced to discard their religious dress and find such employment as they 
could. Their property has been confiscated throughout the largely Catholic 
Republic of Slovenia. In Bosnia-Herzegovina over 500 sisters have been expelled 
and their property taken. 

“Many orders of men in Slovenia have also been suppressed and their property 
taken. Seminaries have been closed and confiscated. In Ljugijana the diocesan 
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seminary which had been occupied since the war was recently declared officially 
confiscated. The two minor seminaries in Solvenia have also been forced to 
close.” 


From these reports of religious persecution it is obvious that we could do a 
great deal to restorg the moral spirit of the people of Yugoslavia if we required 
Tito to discontinue Fis obstruction of the free practice of religion in Yugoslavia. 


YUGOSLAV ARMY 


How good is Tito’s army? 

President Truman in his letter urging aid last year to relieve the food short- 
age in Yugoslavia, said one of the reasons for our aid was that the drought 
“imperils the combat effectiveness of the Yugoslav armed forces.” In the hear- 
ings last winter on this aid program, Gen. Omar N. Bradley stated (p. 37) that 
the Yugoslav Army on our side would be of material assistance. General Brad- 
ley also testified as to the importance of morale and willingness to fight in an 
army and he further stated, in reference to the Yugoslav Army, that in his 
opinion when “they are defending their own country they would be quite effec- 
tive” (p. 39) and also that he considered them as a rather effective Balkan 
army but that he did not know the status of their supply and production (p. 41). 

Mr. Kenneth de Courcy, in his Intelligence Digest of December 1950, stated 
“There is no change in relationships with the Cominform countries. If the 
Soviet Union decides to strike at Yugoslavia, it can be done with relatively small 
immediate military risk. The Yugoslav Army is good on paper, but politically 
unreliable, It will fight well only if it is given something to fight for. The 
opposition generally is unwilling to fight against Stalin merely for Tito. Neither 
of the two is considered better or worse than the other.” 

The statements contained in reports A and B, which I have previously sub- 
mitted to you appear to bear out Mr. de Courcy’s view rather than General 
Bradley’s. 

In any event, it is most important if we desire the Yugoslav people to fight on 
our side in case of any conflict between the United States and the Soviet Union, 
that their morale is high and that they are willing to fight. In this respect 
the attachment of conditions to our aid which would improve the lot of the 
unfortunate peasants and working people in Yugoslavia would help to assure 
the existence of good morale and willingness to fight in the Yugoslay Army, 
which is so largely made up of Yugoslav peasants and workers. 

I do not profess to be a military expert but the establishment of airfields and 
a naval base in Yugoslavia might be of great assistance to the United States. 
They should also be of great assistance to Yugoslavia. I suggest the attachment 
of conditions pertaining to airfields and a naval base so that they could be 
established by our military forces, should it be or become desirable. This is not 
without precedent. Prior to World War II the British had leased the Yugoslav 
island of Yis for an airfield. Furthermore, immediately prior to World War II, 
the British were also negotiating with the Yugoslav Government for a naval 
base at Boca de Cattaro. 

Permit me a further observation regarding military aid to Yugoslavia. 

Since the strength and willingness to fight of the Yugoslay Army is doubtful, 
I believe we should be most cautious with regard to any military aid given to 
Tito. It might be prudent if we would at this time restrict our arms shipments 
to Yugoslavia to small arms, which the natives can take along with them into the 
mountains. 

A realistic appraisal of the present military situation in Yugoslavia would 
indicate that there is little hope of the Yugoslav Army defending the country 
against any determined attack by Stalin. About the best that could be hoped 
for would be guerrilla action in the mountains as was used against the Nazis. 
In this case the small arms would be far more useful than heavy artillery and 
tanks which would probably be forfeited to the enemy. 

Later, after the people of Yugoslavia have had some of their basic rights 
restored, and the regime has ceased its police state practices, the soldiers of 
Yugoslavia may regain their willingness to fight as an army. When this occurs, 
we can then provide the army with heavier armaments since there will then 
be greater likelihood of its being used effectively and less likelihood of these 
armaments merely falling into the hands of the Stalinists if Yugoslavia is 
attacked. 
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A condition with regard to the repatriation of Greek children should certainly 
be included. In its report of April 6, 1951, the State Department stated that 
65 of these children had been repatriated up to March 15, 1951, and that 100 
ethers had emigrated to Australia to join their parents. The State Department 
estimated that there are a total of approximately 10,000 Greek children living 
in Yugoslavia but that only several hundred are to be considered eligible for 
repatriation. In any case, whether the number is in the hundreds or the 
thousands, we should make every effort to see that they are returned to their 
parents. 

Likewise, we should request Tito to permit those Americans who were lured 
back to Yugoslavia by his false propaganda, to return to the United States. The 
Christian Science Monitor of November 9, 1949, related the sad story of these 
repatriates. It estimated that 8,000 or 9,000 Americans, Canadians, Australians, 
nd others of Yugoslav origin were enticed back to their mother country by 
a barrage of nationalistic and ideological propaganda. Upon arrival in Yugo- 
slavia, these repatriates were relieved of their money and goods and put to 
work for the Communist regime. The article estimated that the regime ac- 
quired more than $10 million worth of foreign exchange in this shell game. 
Many of the swank American cars manned by Communist officers in Belgrade 
were acquired in this manner. We Americans should help these former Amer- 
ican citizens to return to the United States. Hence, I believe we should include 
as a condition of our aid that Tito permit them to return. 

Thus I believe that all the conditions I have outlined above are desirable. 
We have basically two objectives in Yugoslavia with reference to the military 
interests of our own country. One is to deny Stalin the use of Yugoslav re- 
sources, territory, and people. The other is to secure the Yugoslav resources, 
territory, and people as an ally in our fight against Stalin. There is little 
likelihood of Yugoslavia again becoming the tool of Stalin without armed inter- 
vention by Stalin. This armed intervention is most unlikely unless Stalin is 
intending to precipitate World War III. Therefore, we need not seriously con- 
sider sending aid to Tito merely for the purpose of denying Yugoslavia to Stalin. 
But we can make Yugoslavia a true ally of the West and thus of positive value 
rather than merely negative value to us by imposing specifically the conditions 
I have outlined above to any aid to Yugoslavia. 

These conditions would help free the people of Yugoslavia from their slavery. 
These conditions would also help gain for us the true friendship of the Yugo- 
slav people to the extent that we have helped them have their rights restored. 
This in turn would help improve the Yugoslay economy and thus reduce the 
possible necessity for further aid and make more effective what aid we do render. 
Furthermore, the morale and efficiency of the army would likewise improve and 
we would better be able to count on a real fighting force instead of the doubttul 
one which now exists. And the establishment of military bases in Yugoslavia 
would be of great value to both countries. 

I do not have any suggestions as to what extent we should render aid to 
Yugoslavia, A newspaper article recently stated that $500,000,000 was con- 
templated for Yugoslavia. I do believe that this figure is considerably larger 
than is warranted. In view of the State Department's bias in favor of Tito, 
I believe that any bill drafted by this committee should specifically limit the 
amount of aid which may be permitted to be used for Yugoslavia. 

We must constantly remember that we are dealing with an arch criminal who 
desires nothing more than to rob us of all he can. We should keep in mind 
the nature of the regime we deal with here. The story of the British soldier, 
Rutledge, which was reported in Newsweek, July 25, 1949, is worth recalling. 
Rutledge wandered across the demarcation lines between the Anglo-American 
and the Yugoslay zones of Trieste. He was shot and slightly wounded. A Yugo- 
slav sentry walked up to him and shot him again at close range. For several 
days Rutledge’s body lay on a path just inside the Yugoslav border while British 
requests for its surrender went unanswered. When a reply finally came it 
stipulated that the body would be returned only upon receipt of a British state- 
ment completely exonerating Yugoslavia. 


Mr. Carnanan (presiding). The next witness this evening is Mr. 
James G. Patton, who is president of the National Farmers Union. 
Mr. Patton? 
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STATEMENT OF JOHN A. BAKER, LEGISLATIVE SECRETARY, 
NATIONAL FARMERS UNION 


Mr. Baker. Mr. Chairman, Mr. Patton could not be here this eve- 
ning. He had to attend an executive meeting at Denver. 

I have a brief summary of his statement to read, and I will present 
his statement for the record. 

Mr, Carnauan (presiding). That is a rather lengthy statement. 

Mr. Baxer. Mr. Chairman and ladies and gentlemen, I am John 
A. Baker, legislative secretary of the National Farmers Union. Ihave 
given Mr. Patton’s statement to the reporter for the record, along 
with five attachments, and I should like at this time to read a brief 
summary of Mr. Patton’s statement. 

Mr. CarNaHAN (presiding). Do you want to submit this statement 
anc have it become a part of the record ? 

Without objection the statement will be printed in the record. 

(The statement referred to is as follows :) 


STATEMENT OF JAMES G, PATTON, PRESIDENT, NATIONAL FARMERS UNION, IN Sup- 
PORT OF THE MuTUAL SECURITY PROGRAM 


Farmers Union appreciates this opportunity to present its view on the Mutual 
Security Program being considered by your committee at this time. We want 
to commend your committee for the painstaking way in which you are going 
into the pertinent considerations. 

The problems before your committee have been subjects of a great deal of 
thought and discussion among the members and officials of the Farmers Union. 
Family farmers have come to recognize that in the world of today, we in the 
United States cannot obtain and enjoy peace, prosperity, and democracy if these 
conditions are not widespread throughout the world. 

We want peace, prosperity, and democracy not alone for ourselves but for 
everyone else in the world. We feel that they are human beings just like us. 
We think that they share our hopes for peace, our desire for prosperity, and 
our faith in democratic principles. We realize, of course, that there are always 
a few power-hungry men in any country, that would like to take over autocratic 
and despotic powers and deny all liberty and freedom to the rest of the people. 
But with this exception, the great bulk of the world’s people, we believe, share 
our aspirations for prosperity, peace, and personal liberty. 

These ideals can only be attained, for the long pull, in a world brotherhood 
of prosperous democratic nations living at peace with one another. This is an 
age-old aspiration of men of good will. It is the ideal we recommend to you 
as the proper guide in the formulation of the foreign policy of this Nation. 

The United States has the greatest responsibility among the nations of the 
world for consistent cooperative action with the other nations. Our responsi- 
bility is greatest because our strength, power, and opportunities are greatest. 
We, therefore, urge that our Government take the lead in the speedy develop- 
ment of the United Nations and its specialized agencies into a constitutional 
world government of defined and limited powers. 

Although Russia has apparently done all she can to disrupt and discredit the 
United Nations organization, she has not, fortunately, been successful. United 
Nations through the General Assembly, if not through the Security Council, has 
been able to take constructive steps. 

Although Russia has joined and tried to disrupt the United Nations itself, 
she has not for some reason desired to participate in the speeialized inter- 
national action agencies such as Food and Agriculture Organization, World 
Health Organization, and UNESCO. This fact gives the United States a great 
opportunity. A successful demonstration of harmonious international coopera- 
tion in Food and Agriculture, World Health Organization, and the others would 
be in striking contrast to the frustrations and confusions currently characteriz- 
ing the United Nations. Success in the specialized agencies would focus atten- 
tion upon the obstructionist tactics of Russia and her satellites in the United 
Nations. 
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Farmers Union urges that the United States continue to give full support 
to Food and Agriculture Organization and the other specialized agencies and to 
show a genuine desire to increase the United States contribution to such agencies 
as rapidly as the other members will correspondingly increase their contributions, 

Family farmers are realists. They have to be. Every day they must over- 
come the stubborn and unpredictable forces of flood, heat, and storm. Family 
farmers depend for their livelihood upon the marvelous but mysterious forces of 
life, disease, and death. 

Family farmers have also had to be realists in the realms of economics and 
politics. Family farmers have found that they must extend their activities 
beyond their line fences to protect themselves. To meet this need they developed 
our Nation-wide farm organizations, they adopted the private business coopera- 
tive technique, and cooperated with Government in farm prograuis in the general 
welfare. 

Family farmers inevitably approach the solution of problems in a tough-minded, 
practical way. I wish every member of this committee could attend our national 
policy-making conventions and observe the high moral purpose, the patriotism, 
and the tough realism with which our delegates democratically work out a 
program they think will best help them to meet their needs and fulfill their 
aspirations. 

HOW THE PRESENT SITUATIONS DEVELOPED 


During and immediately following World War II there were encouraging signs 
that peace, prosperity, and the extension of democracy and brotherhood might 
emerge following the horrors of war. We, and our World War II allies, were 
winning, and finally did win, a long, hard war against three dictators—Hitler, 
Mussolini, and Tojo. 

We established and operated the United Nations Relief and Rehabilitation 
Administration. We and our World War II allies, established the United Na- 
tions. Many nations joined forces and established the Food and Agricultural 
Organization. Congress adopted the Employment Act of 1946, and went on 
record for economic stabilization. National farm organizations in many na- 
tions came together and established the International Federation of Agricultural 
Producers. These are but a few examples of the many constructive things that 
we did. 

These attainments gave us some hope that further constructive action could 
be taken. My own organization, and our Nation, generally, attempted in every 
proper way to further the extenison of democratic government and peace 
throughout the world. I am glad that we as a Nation, and my own organization, 
were hopeful and that we acted upon that hope. 

But those hopeful conditions did not last very long. It has become increas- 
ingly apparent over the months since the cessation of hostilities of World War II, 
that the men who control the Russian state did not share our faith in democracy 
nor our desires for liberty, prosperity, and peace for all people. 

Instead, these Russian rulers seemed determined to further imperialistic com- 
munistic aggression. Wherever the Russian Army was in occupation, the Rus- 
sian overlords set up little totalitarian dictatorship governments, modeled upon 
the police system of the Soviet state and subservient to dictatorial directives 
from the Kremlin. In addition, Russia tried by political, economic, and sub- 
versive methods to take over many other areas not occupied by the Russian 
armies. Some of these attempts were, of course, successful. 

With the invasion of South Korea, it became evident for the world to see that 
Russia is fully willing to foment her puppets to resort to military aggression to 
further her own selfish imperialistic aims. 

The despotic rulers of Communist Russia seem determined to pursue the 
imperialistic aims of czarist Russia. From the facts known to us, we can only 
conclude that Russia under the modern Kremlin like Russia under the Kremlin 
of the ezars desires to expand in all directions with the aim of world domination. 

They use the same hard-handed, cold-blooded, freedom-denying techniques of 
geopolitics, made much more effective and terrifying by the adoption of modern 
methods of communication, propaganda, and modern scientific and technological 
developments. 

Modern militant communistic Russian imperialism has also adopted the 
Trojan horse techniques which Hitler used as a fifth column in the form of na- 
tional groups who play mental tweedledee tweedledum with psychoneurotics and 
the frustrated of all economic levels. But Hitler’s fifth column and Tojé’s East 
Asia coprosperity sphere, however, were amateurish tricks compared to the sub- 
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versive techniques, false promises, and glittering lures that Russia today uses 
through native chamelons to ensnare additiona! peoples and individual areas. 
Even this, as bad as it is, is not the most compelling danger. 

Our basic concern is that the imperialist design of the totalitarian masters 
of the Soviet Union is to destroy our homes, our farms, our industry, and to 
fasten slavery upon our people. Our most compelling danger is that the ulti- 
mate aim of Russian imperialist expansion, if we do not stop it, is to take 
over the geographic area of the United States and bend its lands and its people 
to the purposes of the men in the Kremlin. 

That is what the Russian rulers want to do to us and toe all the people of the 
world, inside and outside the iron curtain. That is the greatest present threat 
to the attainment of our aspiration for a world brotherhood of prosperous demo- 
cratic nations living at peace with one another. 

I feel sure that the great bulk of the people behind the iron curtain share 
our aspirations for peace, prosperity, and democracy as well as our abhorrence 
of war, totalitarian secret police, and isolation from the rest of civilization. 
As long as this is true, there is always hope for an ultimate settlement. 

But, temporarily, the common people behind the iron curtain are largely 
blocked off by their totalitarian governments from cooperating with the peo- 
ple outside the iron curtain. For the moment they are helping to help them- 
selves. And we are unable now to provide enough of the kind of help they 
need to throw off their shackles. 

But we can give them an example of hope. We can demonstrate the values 
of democracy. We can beam broadcasts to them. We can be of help in a multi- 
tude of other ways, but primarily the burden of giving the concept of demo- 
cracy, prosperity, brotherhood, and peace a chance to survive and expand in 
the world rests upon us who are outside the iron curtain. 

Our Nation and the rest of the world may face a minimum of at least three 
more generations of this struggle between democracy and Russian dominated 
and inspired totalitarianism. Basically the struggle is a struggle for the 
control of raw materials and resources. Russia wants to acquire additional 
land areas so it can take over the resources there and incorporate them into the 
Russian economic machine. Russia will continue to try to aequire control 
over more and more of such resources as iron, oil, aluminum, and the others 
that are the basis of modern industrial strength. This attempt to acquire 
control of more resources is at the root of their drive for geographical ex- 
pansion which is backed up by the ideological struggle for men’s minds and the 
use and the threat of the use of armed aggression. 

The particular brand of totalitarianism against which we are pitted is one 
which preaches but does not practice, a glittering and attractive sort of ma- 
terialism which undoubtedly has considerable appeal to the poverty-stricken, 
the down-trodden, and the hopeless. This geographical and ideological aggres- 
sion runs up and down like fever; it takes the form at one time of propaganda, 
later of diplomacy, and at another time or armed conflict. There is every rea- 
son to believe these sporadic outbursts of aggression to obtain additional natural 
resources and win the minds of men by false promises will continue to flare up 
in one form and another at one place or another for many years to come. 

We may be approaching the end of more than a year of armed combat in 
Korea. War is still going on in Indochina. The military uprisings in the 
Philippines are an extension of this struggle between communistie totalitarian- 
ism and the forces of democracy. Such outbursts of military aggression may be 
only the prelude to full-scale world war, or more probably, they are just the first 
few of a continuing succession of such events. 

Democracy can again defeat totalitarianism if the people who believe in democ- 
racy have a will to win. But to gain the victory and lasting peace we must win 
both the ideological struggle for men’s minds and the military struggle for area 
supremacy. 

THE JOB BEFORE THE FREE WORLD 


While making the United States and the rest of the world outside the iron 
curtain strong militarily, we must also demonstrate that democracy, even under 
forced draft, provides the means to the material, as well as spiritual, improvement 
in the lot of all the peoples of the world. 

The situation I have just described confronts the people outside the iron 
curtain with the necessity of building and maintaining a defense against ag- 
gression while at the same time it is building the economic and political strength 
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and understanding necessary to extend democracy, improve living standards, 
and establish an international brotherhood. 

Our efforts to build economic, political, and military strength start with what 
we have. To go somewhere, we have to start from where we are, even though 
it looks as if we could not get there from here. This means that your committee 
must carefully examine the situation of each country that is outside the iron 
curtain. 

You have already received and will continue to receive the testimony of many 
experts. You have before you the committee print of basic data supplied by 
the executive branch. We have studied this material carefully. Without going 
into detail I should like to say that it largely substantiates my own observations 
in some of these countries coupled with information I have acquired in discussion 
with other members of the International Federation of Agricultural Producers, 
and the foreign observations of other officials of Farmers Union. The descrip- 
tions of the problem appearing in each regional section of the committee print 
ure, as far as | can determine, accurate, if not entirely complete, appraisals of 
what the problems are in the countries of each region. 

With respect to the European appraisal I would add only three points. First, 
several of the European nations need to make improvements in their land tenure 
and land utilization patterns; second, international economic integration of 
European agriculture is an essential element of economic strength and in- 
ereased agricultural productivity in the area; third, some European national 
governments need to move more rapidly than in the past toward more democratic 
forms of government. 

The committee print statement on the Near East and the independent coun- 
tries of Northern Africa does put nearly enough emphasis upon the need for 
Jand reform and for faster strides toward greater democracy in government. 
Land development, economic investments, and economic aid alone will not 
strengthen this area sufficiently in absence of educational, cultural, and institu- 
tional changes required to see to it that basic understanding of democratic 
processes and the benefits of economic progress and national defense are widely 
distributed among all the people. 

On this point I invite your attention to the report of a conamittee of experts 
prepared for the United Nations called Measures for the Economic Develop- 
ment of Underdeveloped Countries. Chapter III of this bulletin covers these 
preconditions I have mentioned. Since this chapter is not very long, Ishould 
like to offer it for the record as a part of my statement (attachment A). 

The pressing need for properly sponsored reform of all the economic and 
social institutions surrounding farming and farm life is also very great in Asia 
and the Pacific. These nations and our own Government have already done a 
great deal on this. I should like to invite your attention to several items which 
document our actions to further land reform . These items include— 

1. A copy of a letter I wrote to the Administrator of Economic Coopera- 
tion Administration on this subject (attachment B). 

2. An address of Secretary ‘of Agriculture Charles F. Brannan before the 
Association of Land Grant Colleges and Universities (which was printed in 
the Congressional Record of January 17, 1951). 

3. Senator Sparkman’s address to the General Assembly of the United 
Nations in connection with a resolution on land reform that was adopted by 
the General Assembly. 

4. A resolution adopted on land reform by the fifth annual meeting of the 
International Federation of Agricultural Producers (attachment (). 

5. The address of Under Secretary of Agriculture, Clarence J. McCormick, 
before the council meeting of the Food and Agriculture Organization which 
met recently in Rome, which I am offering as attachment D. 

The committee print of basic data does not do full justice to the importance of 
the other American republics nor to the magnificent potential they have of 
helping out in the mutual job of building strength for peace, prosperity, and 
democracy. 

The need for reforms in the economic and social institutions of agriculture in 
Latin America is, again, largely overlooked in the committee print. In this 
matter. I invite your attention to a resolution adopted at Montevideo by the 
agricultural section of the Organization of American States. I offer a copy of 
this resolution for the record (attachment E). 

When we have examined the economic situation of the different countries 
outside the iron curtain, except our own, we find that none of them has the 
present ability to build the strength they need as rapidly as the world situation 
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demands. We can assume and must demand that each of these countries do 
all they can themselves. But I feel sure that you will conclude, as I have, that 
we must help them to help themselves. 


BACKGROUND OF UNITED STATES DECISION 


This leads us to the question of what the United States should, and can, do 
to help most effectively. That is the major question before your committee. 
It is a vitally important matter for the world and for the United States. 

The family farmers of this country are not unfamiliar with the necessity of 
making decisions of the kind which face your committee and the Nation at this 
time; nor are our family farmers unaccustomed td making such decisions. Let 
me illustrate what I mean. 

A frequent occurrence within the farm family is the necessity of making a 
hard choice about how to use the proceeds of a particular cream check or the 
funds received in payment for a load of hogs. The money could be used to buy 
a couple of new dresses for the farm wife, a new suit for pa, and some extra 
toys for the kids. The same money could be used to build an addition to the 
barn that would provide protection for some new machinery, for additional live- 
stock, or to put up more hay or feed. 

Quite often there isn’t enough money on the farm at one time to do both. 

So a hard decision has to be made whether to protect the capital resources 
that have already been accumulated and that can be used to produce more in- 
come in the future and for a while do without the additional dresses and suits 
and toys and other family living goods. Even in good times the farm family 
must make countless decisions of this kind. 

It has been common throughout our history for young farmers, and those 
who -vere not so young, to improve their barns before they improve the house 
the family lives in. And when you stop to think of it, this is not such a dumb 
decision after all. With a better barn there is a possibility of lower costs and 
a higher income leaving a greater net from which to cover the cost of im- 
proving the home. 

In international affairs, likewise, we must decide whether to invest in those 
things that will protect us against aggression and build toward peace, prosper- 
ity, and the preservation and extension of democracy at the temporary expense 
of the higher standard of living that might have been possible if the same effort 
had been put in peacetime pursuits. The question is, Shall we expand and 
strengthen the barn? The question is as simple as that, and as fundamental. 

Out in my country, wolves are a threat to our livestock. As you know our 
farmers and ranchers have not sat idly by and tried to accommodate themselves 
to the prospect of expanding numbers of this predatory beast. 

We have taken guns in our hands with a view to protection. And through 
our governments we have provided economic assistance and economic incentives, 
in the form of bounties, to those who are willing to join our campaign against 
wolves. We haven't yet gotten rid of all the wolves, but we’re keeping them 
under better control than if we had refused funds to pay bounties. 

The United States must play a major role in assisting the free world to resist 
the encroachments of the predatory forces in international affairs and to ulti- 
mately roll them back. Our aim must be to build maximum strength—political, 
economic, social, and military—in the United States and throughout the free 
world. 

Fortunately, even under present circumstances, this aim does not require ac- 
tions that completely conflict with the kinds of progress we would want under 
more desirable circumstances to bring about the economic and political develop- 
ment that would lead toward sustained and widely distributed abundance in a 
peaceful democratic world. 

Much that we must do to build a defensive shield against Russian dominated 
and planned totalitarian aggression will contribute constructively and _ per- 
manently to the building of a better world even though considerable funds are 
expanded in purely defense mobilization activities. It is unfortunate and tragic 
to rank and file people everywhere that such a large part of our stepped-up 
efforts must go into military defense. But in building those military defenses 
we not only build a defensive shield to protect the attainments we have already 
made but we can, also, if we are wise, make a vast net contribution to the wel- 
fare of the world. ,As a matter of fact a large share of our domestic program 
and of our foreign assistance must be channeled into improving economic and 
political conditions if the military defense shield is to be as secure as we would 
like. 
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SIZE OF PROGRAM 


Some of the witnesses who have appeared before your committee have said that 
the current need for defense expenditures and foreign assistance far exceeds 
our ability as a nation to provide. Although I have no particular argument 
with that point of view, I am not at all sure that it expresses the really pertinent 
question that the Nation and your committee is called upon to answer. I feel 
quite sure, without examining a lot of statistics and financial reports, that the 
maximum physical and economic ability of our Nation to divert resources and 
manpower from civilian goods to defense and foreign assistance, if total war were 
imminent, would very greatly exceed the proportion of such resources that wisdom 
would now dictate that we should so allocate. 

So the really pertinent inquiry is how large a total effort we should make 
and what proportion of the resulting total national output would it be wise at 
this time to devote to domestic defense expenditures and foreign assistance. 

The present period of international tension will, in my opinion, last a long time. 
Meanwhile, life and progress must go on. This means that we should adopt the 
size of program that we think the Nation can accomplish in stride, year in and 
year out, without sacrificing the values and personal integrity which our defen- 
sive shield must protect. We believe that some such workable approach is more 
conducive to the building of maximum sustained military and economic strength 
than any other alternative. 

To arrive at the proper tempo, different people and different groups will make 
different sorts of calculations. What any of the calculations come down to is 
a judgment of how much resources and how many man-hours we as a nation 
and as individuals are willing to put into the crusade for freedom. 

We must all remember that it is our liberties, our prosperity, and the prospects 
for peace that are at stake. We have estimated what different rates of expendi- 
ture for foreign assistance would come to in taxes for farm families in each of 
the income groups. Checking through these figures, we have concluded that the 
President’s recommendation of $8,500,000,000 is moderate. 

Your deliberations are being conducted during a period of uncertainty—uncer- 
tainty concerning the next moves of the Kremlin and also concerning the final 
outcome of the cease-fire talks in Korea. We must, however, realize that there is 
no security, but insecurity. Actually, man never moves forward when searching 
for security. Only when he is daring does he have security. 

We must not allow our hopes for a Korean cease fire to lull us into a feeling 
of false security. Even the genuine attainment of a secure and genuine cease 
fire or armistice in Korea would not change the basic underlying necessity for 
the United States to contribute abundantly to building the economic and po- 
litical strength and understanding required to move as rapidly as we can toward 
a world brotherhood of prosperous democratic nations living together at peace. 

It is our recommendation that the outcome of cease fire talks not be allowed 
to affect the total amount of appropriations to be authorized for foreign as- 
sistance. With or without a cessation of armed hostilities in Korea, we recom- 
ment that the United States make an annual investment of at least $8.5 billion 
in building an integrated economic and military strength of the free world. 

In the conduct of our foreign economic assistance programs, as much as pos- 
sible of the assistance should be extended through appropriate international 
agencies. A desirable corollary policy is that bilateral arrangements in the 
extension of foreign assistance should be used only to the extent that inter- 
national agencies cannot for some imperative reason carry out the proposed 
project and for the extension of economic aid beyond the capacity of the ap- 
propriate international agency to expand rapidly enough to undertake. 


ALLOCATION OF FUNDS TO SPECIFIC PURPOSES 


While we do not think the total over-all authorization should be reduced even 
if we are able to work out a genuine cease fire in Korea, we do recommend that 
the allocation of the funds among the different forms of foreign assistance should 
be shifted from finished manufactured goods—consumers goods and military end 
products to productive goods—machine tools, assistance in building factories, 
developing new sources of power and raw materials, and provision of technical 
assistance. 

Accordingly I have prepared two sets of recommendations: One set will in- 
dicate the allocation of the $8.5 billion total that we recommend in case no 
genuine cease fire can be negotiated in Korea. The second set of figures is the 
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allocation among forms of assistance that we recommend should be authorized 
in case of a genuine cessation of hostilities, in Korea. 

The President’s recommendation was $6.3 billion for miltary aid and $2.2 
billion for other forms of foreign economic assistance. I am sure the com- 
mittee will consider these recommendations carefully. I ame sure that you 
will insist that as much as possible of the projected aid be in the form of as- 
sistance to the other nations to build expanded plant capacity and to do their 
own production with their own manpower and natural resources rather than 
in the form of end products such as relief, finished goods, and military end 
products. This is the only means by which we can help the free peoples to help 
themselves. I recognize, of course, that considerable amounts of foreign as- 
sistance must be in the form of finished goods to meet the deadlines of military 
and strategic expediences that cannot await further economic development in 
areas where needed, but I hope that this can be kept to a minimum. 

For this reason the restrictions imposed by section 104 of the Mutual Defense 
Assistance Act should be eliminated in watever legislation this committee recom- 
mends and the Congress enacts. 

With the elimination of the restrictions contained in section 104, I believe that 
probably as much as $1 billion could be shifter from the $6.5 billion for military 
end products to other forms of assistance without damage to the military defense 
programs of the nations to be aided. If this is true, and assuming no Korean 
cease fire, this shift would result in $3.2 billion for nonmilitary assistance and 
$5.3 billion for military end products. 

I case of a genuine cease fire in Korea, I recommend that a further increase or 
$1 billion be made in the nonmilitary assistance with a corresponding reduction 
in the funds provided for the granting of military end products. Acceptance of 
this recommendation would provide, in the case of a genuine cease fire in Korea, 
that $4.2 billion should be allocated to assistance in forms other than military end 
products and $4.3 billion allocated to military end products for shipment abroad. 

Information that we have studied in meetings of the National Advisory Com- 
mittee on Mobilization Policy has impressed me with the very great rapidity witn 
which our scientists and development engineers render existing models of tanks 
and airplanes obsolete. If the Russians are improving their models only half as 
rapidly, I would not want our side to get caught with a lot of our raw materials 
already made up into obsolete airplanes and tanks and electronic devices. 

If we do get a genuine cessation of hostilities in Korea, I would like to see us 
concentrate more of our efforts both in foreign assistance and in the defense 
program here at home on resource exploration and development, expansion of pro- 
ductive capacity, raw materials stockpiling, and vocational and scientific educa- 
tion to build even more rapidly the underlying economic strength that will eon- 
tinuously give us the ability to produce greater quantities than we otherwise 
could of the then most recent models, 

A genuine cease fire in Korea will give us an opportunity to put greater atten- 
tion on building fundamental economic strength with less of our efforts devoted 
to a feverish attempt to increase our supply of finished military goods in forms 
that may soon be obsolete. If we do not relax but shift the emphasis of our 
efforts, we can frustrate whatever aim the Kremlin has in trying to lull us now 
into dropping our guard. 


LEGISLATIVE SEPARATION OF FORMS OF ASSISTANCE 


We want to recommend that in whatever legislation is written to authorize 
the Mutual Security Program, the different forms of foreign assistance should 
be set off in separate titles, one title for each of the following forms of assistance : 

(a) Relief and rehabilitation. 
(b) Military end products. 
(c) Foreign economic development— 
1. Through private loans and investments, United States firms and 
persons. 
2. Through loans by the United States Government and its instru- 
mentalities and through international credit agencies. 
3. Through grants from the United States. 
(d@) Technical assistance, 

Any foreign procurement programs should be coordinated with economic 
assistance programs. 

We feel that this suggested separation of the proposed bill into functional titles 
is an important consideration, both to make our basic aims known to other 
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nations and to increase the understanding of the legislation by our own people. 
if the authorizations are separated in this way, all of us can understand better 
just what it is that we propose to do and we can keep a better check on the 
actual progress and accomplishments of different parts of the total program. 

For convenience of reference, I have here a brief table that summarizes the 
appropriations I am recommending for each of the different forms of foreign 
assistance. You will notice the two sets of figures, one based on no cease fire in 
Korea and the other based upon a genuine cease fire. 





Recommended appropriation 


Form of assistance 
‘ Genuine 
No cease-fire 
} oan cease-fire 





| $8, 500, 000, 000 $8, 500, 000, 000 


Total 


Technical assistance _- - -- pets a iad AED! ais 164, 500, 000 “300, 000, 000 
..| 2,873,000, 000 3, 737, 500, 000 


Grants for economic dev elopment_- 
United States contribution to economic development revolving fund | 1, 400, 000, 000 . 800, 000, 000 
Set aside to guarantee ots ate ete investments by United States | 

~ SH , ¢ = nies See 100, 000, 000° | 200, 000, 001 
Military end-products __-_..-...--- aa : ab 5, 250, 000, 000 | 250), 000, 000 
Relief and rehabilitation =f ‘ . 212, 500, 000 | 212, 500, 000 


— 


> 





! Loan funds not included in totals at head of columns. 


You will also notice that I have not shown a recommended regional allocation 
of the funds. This is deliberate. We do not agree with the basic concept under- 
lying the lumping of all the functions together regionally. We think it would 
be a mistake for regionalization to be the major structure of this proposed legis- 
lation. In carrying out these programs we will not be dealing primarily with 
formally organized regional groupings of governments. 

Almost all of our direct dealings will be with international organizations and 
with individual sovereign nations. We recommend that the major divisions of 
the legislation into titles be along functional rather than regional lines. 


TECHNICAL ASSISTANCE 


The limiting factor in the provision of technical assistance is neither the 
need nor the available funds to make the expenditure, but rather the limited 
number of available technicians, and the speed with which we can develop a 
sound and effective program. I would personally like for us to move a great 
deal faster than these limiting factors will allow. But taking account of these 
limiting factors, which many who oppose the program will tell you are a great 
more limiting than they really are, I recommend that the following amounts be 
made available for technical assistance : 


In case of no cease fire in Korea_____-____--__-- $164, 000, 000 
In case of a genuine cease fire. --- ~~ 250), 000, OOO 


These recommended funds would be available for the type of technical assist- 

ance and technical-collaboration programs as are currently conducted by the 
Office of Foreign Agricultural Relations in the Department of Agriculture and 
by the Institute of Inter-American Affairs, the Technical Cooperation Admin- 
istration of the State Department and by the Economic Cooperation Administra- 
tion. 
We recognize that there has been some controversy among those who believe 
strongly in one or another of these forms of technical assistance. Each group 
of partisans seem to favor his own approach to the exclusion of the others— 
our attitude is that chere is a place for the “Services” type of technical assist- 
ance performed by the Institute of Inter-American Affairs, along with the other 
types, but we do not believe that our entire national effort should be channeled 
through this one device. There are several effective approaches; our Govern- 
ment should make full use of all of them. 

It is also my recommendation that, in addition to the scientific and profes- 
sional type of personnel that these programs are currently sending overseas, 
that the technical-assistance work be augmented by working United States 
farmers; actual shop, factory, and foundry workers; by typical United States 
citizens from all walks of life. These ordinary citizens would join into farm 
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and village life in the other nations to pass on the magnificent skills that have 
made United States farmers and workmen the most efficient per man-hour of 
any people in the world. 

Let me take a farm illustration to show you what I mean. At the request of 
the Government of India, the United States Department of Agriculture has a 
trained United States extension agent working with a group of villagers in India. 
He has helped train a number of Indians and together they are teaching the 
local farmers how to improve their production by using the things they have— 
such as improved varieties and local legumes. In 3 years the farmers in those 
villages have doubled their wheat production and increased other crops almost 
as much. 

Unfortunately there is a limit to the number of men of this kind that we 
have to send abroad. So I would propose that we send a number of farmers over 
to help him. These farmers would live in the village, work closely with the 
farmers and help them learn how to solve their own problems. They might 
help them form a cooperative, or a farm organization, or buy an improved bull 
or bring in some better chickens. 

The same thing could be done with industrial workers and small-business men. 

The rewards of this kind of program not only in the teaching of technical 
skills but also in people-to-people good will would be very large for each dollar 
spent. A fel of our pont 4 people are doing this with young farmers and it is 
working extremely well. So we are speaking from practical experience. 

This program would also work in reverse. When the farmer came home after 
a year or two he would bring several of those farmers with him—men picked for 
their potential leadership ability. The Indian farmers would live on the farm 
of the American and some of his neighbors. 

We should greatly increase the number of citizens of foreign nations that 
are provided with on-the-job training in the United States, and we should en- 
courage them to stay here long enough really to acquire advanced skills and 
technical know-how. I doubt if our money is being well spent when we bring 
a foreigner over here and he stays only a month or 6 weeks. 

Language schools would, of necessity, have to be provided as would transpor- 
tation and subsistence. Here again, the returns in good will, international 
understanding, and increased diffusion of technical knowledge and skills would 
far outweigh the dollar cost. 


FOREIGN ECONOMIC DEVELOPMENT 
Grants 
As you see in the table, I am recommending an authorization and appropria- 
tion for grants in aid of foreign economic development of nearly $3°4 billion in 
ease of a genuine cease-fire. The “no cease-fire” total, $2.87 billion, is made up 
of the $1,673,000,000 recommended by the executive branch for economic assist- 
ance to Europe plus the $1 billion that is to be shifted from military end products 
by the elimination of section 104 of the Mutual Defense Assistance Act, plus 
the funds recommended by the President for nations in regions outside Europe. 
In case of a cease-fire in Korea, we should put additional funds into resource 
exploration and development, plant capacity expansion, agricultural land develop- 
ment, and other forms of expanding and strengthening the basic economies of 
nations outside the iron curtain. In the total of $354 billion, I have included 
funds for additional land reclamation and development in southern Italy, farm 
consolidation and enlargement in southern France and elsewhere and for eco- 
nomie development generally in the dependent territories of Africa. The remain- 
ing funds I have recommended in the event of a cease-fire would be available to 
provide financial encouragement to expanded economic development of all types 
in regions outside of Europe. 

Authorizations in these amounts would allow the initiation of some really im- 
portant economic development projects—projects that would be sound and prac- 
tical applications of the kind of internal improvements continuously authorized 
in the United States throughout our 175 years of history since the Declaration 
of Independence announced the birth of modern democracy and economic evolu- 
tion to the world. 

Our own internal improvements, the canals, and waterways, the land grants to 
railroads, the multipurpose dams, and the rest were very important contribu- 
tions to the economic progress of our own Nation as it pursued its “manifest 
destiny.” 

Similar good results can be expected in other nations from United States 
financed and encouraged economic development. 
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The Congress should require that United States funds advanced for economic 
development be matched by local funds and/or economic goods or services in a 
ratio to be determined for each country by the President. Regulations and 
restrictions relating to these matching funds should be the same as those now 
required under the Beonomic Cooperation Act for the so-called counterpart funds. 
These counterpart funds should be used as a means of integrating the entire 
Mutual Security Program with the total resources of the free world. Not nearly 
all of the jobs required to build economic and military strength and better poli- 
tical understanding require the use of dollars. In many cases nondollar counter- 
part funds can get the job done. Nations receiving aid should contribute accord- 
ing to their ability counterpart funds to be used in financing additional projects 
to further the purposes of the Mutual Security Act. We feel that this purpose 
ean be attained through appropriate international negotiations under current 
regulations concerning counterpart funds but would represent a change in exist- 
ing procedure and practice. This should be done in a manner consistent with the 
dignity and nationalism of cooperating countries. 

At least some part of the economic assistance funds extended to Europe, plus 
matching counterpart funds, should be earmarked for agricultural credit and 
technical guidance to further the aim of agricultural economic integration of that 
area. A part of these funds should be available for short-, intermediate-, and 
long-term agricultural production, farm enlargement and improvement, and 
farm-purchase credit. 

Another part of the funds should be available for the establishment of a West 
European agricultutral commodity stabilization fund similar to the Commodity 
Credit Corporation in the United States. Other funds should be made available 
to initiate a crop-insurance program for the area on a sound experimental basis. 

In no case should the entire cost of an economic development project be taken 
from the grant funds I have just recommended. As a matter of fact I would 
hope that the bulk of the costs involved in these projects could be financed with 
local private and governmental funds in conjunction with long-term loans ob- 
tained from an international development revolving fund of the World Bank 
and from loans advanced by the United States Export-Import Bank. 

I hope that if we establish the appropriate environment and special encourage- 
ment, there can be a surge of foreign investment on the part of private firms 
and persons of the United States on a Basis mutually advantageous to our in- 
vestors and the people in underdeveloped countries. The primary purpose of the 
grant funds I have recommended in this section is to facilitate and encourage 
as a sort of catalytic agent, the undertaking of economic development projects 
that can be largely financed in one of these other ways. 


Loans 

I recommend that this section of the proposed legislation authorize the use 
of $1,800,000,000 in ease of a cease-fire, or $1,400,000,000 in case there is no cease- 
fire, to establish revolving funds from which loans can be made for foreign 
economic development projects of the type described above. I suggest that at 
least $800 million in case of a cease-fire or $400 million otherwise, be earmarked 
for the United States contribution to an international economic development 
fund to be administered by the World Bank, provided that other nations will 
put up in total a somewhat larger amount. A part of this fund could be used te 
create an UN revolving fund for loans to cooperatives. The other $1 billion 
would be an addition to the funds of the Export-Import Bank to make loans to 
further the purposes of the mutual security program. The World Bank should 
not be restricted by the present requirement of securing its loan funds in the 
private investment market. 


ENCOURAGEMENT OF PRIVATE FOREIGN INVESTMENT BY UNITED STATES CITIZENS 


The economic development of our own Nation was largely done by private 
funds very greatly encouraged in many cases by governmental guaranties and 
Federal grants-in-aid. Federal guaranty of private loans and investments is an 
accustomed and accepted method of encouraging private investment to enter fields 
important to the public interest where the risk is high. These same conditions 
prevail in respect to foreign investment for United States private capital. 

We have never hesitated in this country to provide encouragements and as- 
sistance to private investments in high risk enterprises if the public interest was 
thereby advanced. We should not hesitate now with respect to foreign investment. 
We want and need private foreign investment, not for purposes of imperialism 
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or exploitation, but rather for sound economic developments for the benefit of 
the economy and the people of the areas where the investments are to be made, 
as well as for an outlet for some of the domestic United States savings that 
would result from a maximum production economy. 

To accomplish this, I recommend the following actions: 

We need to move as rapidly as we can to negotiate whatever treaties are re- 
quired to aid nations in developing an environment in which private foreign 
investment has a chance for success. 

We should be willing, and I recommend that you incorporate in this Mutual 
Security Act, relief from double taxation of income produced in other countries 
by United States companies. 

In addition, it is my recommendation that you set aside a contingency fund 
of approximately $100,000,000 in case the Korean fighting continues, or of 
$200,000,000 if the hostilities are brought to a genuine close, to serve as a fund 
from Which losses incurred from foreign loans and investments, through no 
fault of the private company, may be reimbursed: Provided, however, That suf- 
ficient safeguards should be included in the legislative authorization to insure 
that the program will in no way guarantee profits or monopolistic contrel by 
United States companies. 


RELIEF AND REHABILITATION 


I recommend the United States should make its full contribution of $162.5 
million to the United Nations to finance the work of the United Nations Korean 
Reconstruction Agency. The total amount would be too small, even if it were 
larger, to do more than partially restore the war-torn people of Korea and their 
economy. No expenditure, no matter how large, would make up for the heart- 
rending suffering of that courageous and war-torn country. This amount would 
represent the $50 million already appropriated plus the $112.5 million that has 
been requested by the executive branch. 

I also recommend that the United States make its full contribution ($50 mil- 
lion) of funds required by the United Nations to reintegrate the Arab refugees 
in the Near East. 

We cannot foresee at this time what new developments may occur in other 
countries outside the iron curtain one | may require the type of assistance I 
have recommended for Korea and the Arab refugees. So that we may be able 
to move into operation with the needed relief program without waiting for specific 
congressional authorization, I recommend that a foreign relief contingency fund 
of $50 million be established as one of the provision of the Mutual Security Act. 
This would come to a total of $212.5 million for relief and rehabilitation 
purposes, 

With regard to the UN relief programs, I hope that our Government will 
exercise some close review of the staffing plans of these agencies. I am abso- 
lutely opposed to the development in New York, or any other headquarters, of 
a large staff of high-salaried men to mastermind these relief and rehabilitation 
programs, 

A large group of highly paid staff parasites in New York or elsewhere will 
be of no real aid to the war-numbed and homeless Korean people or the Arab 
refugees. I recommend that our Government insist upon a heavy allocation of 
administrative budget to field operations and a stringent limitation on head- 
quarters office staff. Administrative costs of international relief should be kept 
to a minimum; so a maximum is availabie for substantive expenditures. Work- 
ers employed for field work should be those who have a full knowledge of and 
sympathy for democracy and the needs and feelings of the unfortunate peoples 
who are being aided. For example, the field staff of the UN Korean Recon- 
struction Agency should be made up, as far as possible, of Orientals acceptable 
to the Koreans. 


LAND REFORMS 


The United States agency or agencies entrusted with the administration of 
the mutual security program should be required by the authorizing law to be 
prepared to insist that full consideration of necessary reforms in agricultural, 
economic, and social institutions should be given with respect to all phases of 
every project or program of economic development and technical assistance that 
is approved. I again invite your attention to the recommendations included in 
my recent letter to the Economic Cooperation Administration, which I have 
offered for the record. 
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ADMINISTRATION THROUGH INTERNATIONAL AGENCIES 


The agencies administering these programs should be required by the law to 
operate as much as possible of the authorized programs through the United 
Nations and its specialized agencies such as the Food and Agricultural Organiza- 
tion. My organization looks upon these international agencies as the nucleus 
upon which a democratic world federation will one day be built. We should 
push these agencies to take on additional programs and fanctions just as rapidly 
as they can expand soundly to administer them. 

In some cases, the most effective way of enlisting the efforts of international 
agencies is a procedure whereby the Overseas Economic Administration would 
decide upon the specific project to be carried out and contract the job of doing 
the work to a selected international agency. The Mutual Security Act should 
authorize the use of this procedure. 


ADMINISTRATION 


Farmers Union concurs with the recommendations of many other groups that 
the administration of all forms of economic assistance authorized by the proposed 
Mutual Security Act should be placed in a single unified agency outside any pres- 
ently existing department or agency of government. The new agency should 
absorb the personnel and functions of the Economic Cooperation Administration 
and of the Institute of Inter-American Affairs, the Technical Cooperation Admin- 
istration and several other units in the State Department. Actual administration 
of the military end-products should be in the Department of Defense, subject to 
general policy established by the National Security Board and the President. This 
new agency should be built upon the existing structure of the organizations 
named but would be so reorganized that it will become an entirely new agency. 

Another principle of administration that should be required by the authorizing 
legislation is that the new agency shall make full and complete use through con- 
tracts and reimbursible working agreements, of the personnel and facilities of 
existing governmental departments and agencies rather than attempting to 
build, by transfers or outright hiring, entirely new and complete functional ser- 
vices within its own structure. 

Let me give an example or two. The various agencies of the Department of 
Agriculture are the world’s greatest depository of technical, scientific and pro- 
fessional knowledge and skill on all matters relating to farming and farm life. 
This Department, through its Office of Foreign Agricultural Relations, can bring 
to use by the new agency the full resources of this great group of agriculturists 
and of the cooperating land grant colleges, state experiment stations and exten- 
sion services. 

We need United States agriculture, as such, to participate in the implementa- 
tion of programs. The Department of Agriculture, through its field offices, could 
do a great deal to provide for this participation and could do the work of inter- 
esting farm families in overseas technical assistance work and could supervise 
the training of farmers from other countries brought to our farms by the ex- 
panded technical assistance program I have recommended. 

The same general principle holds with respect to the Public Health Service of 
the Federal Security Agency. 

We should push out as much of this foreign economic development work as we 
can to the UN and to its specialized agencies. We should encourage these in- 
ternational agencies to take on these additional duties just as rapidly as they can 
efficiently and effectively. Doing so will relieve our efforts of any stigma of im- 
perialism. 

Provision should be made in the legislation for the appointment of a Public 
Advisory Committee on Foreign Economic Affairs and an Inter-Agency Board 
made up of an official from each of the major federal departments and agencies 
concerned with economic problems of foreign relations. 

This we believe to be the minimum foreign economic assistance program that 
the United States can with safety and good conscience undertake annually for 
the next several years. It is a program that is urged by humanitarian motives, 
moral principles, and enlightened self-interest. It is the minimum program that 
we can embrace to hasten the ultimate establishment of a brotherhood of pros- 
perous democratic nations living together in peace. It is the way to greater 
strength for democracy, prosperity, and peace. 
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(Attachment A) 
CHAPTER II[I—PRECONDITIONS OF ECONOMIC DEVELOPMENT 


23. Economic progress will not occur unless the atmosphere is favorable to it. 
The people of a country must desire progress, and their social economic legal 
and political institutions must be favorable to it. In this chapter, we discuss 
the psychological and social prerequisites of progress. The next chapter dis- 
cusses questions which are more clearly a matter for legal or administrative 
action. 

24. Economic progress will not be desired in a community where the people 
do not realize that progress is possible. Progress occurs only where people 
believe that man can, by conscious effort, master nature. This is a lesson which 
the human mind has been a long time learning. Where it has been learnt, human 
beings are experimental in their attitude to material techniques, to social 
institutions, and so on. This experimental or scientific attitude is one of the 
preconditions of progress. The greatest progress will occur in those countries 
where education is widespread and where it encourages an experimental outlook. 

25. Even where people know that a greater abundance of goods and services 
is possible, they may not consider it to be worth the effort. Lack of interest 
in material things may be due to the prevalence of an other-wordly philosophy 
which discourages material wants. It may also be due to a relative preference 
for leisure. In the latter case, the amount of work people wish to perform will 
be small, but they will not necessarily be averse to measures which increase the 
productivity of such work as they do. A high preference for leisure is not 
consistent with great material possessions, but it is not necessarily inconsistent 
with economic progress. 

26. Alternatively, people may be unwilling to make the effort to produce 
wealth if the social prestige which they desire is more easily acquired in other 
ways. Thus, in feudal or aristocratic societies where power is inherited rather 
than earned, and where little respect is accorded to wealth which has been 
created in the first or second generation, the energies of ambitious men are not 
attracted so much to the production of wealth as to the acquisition of skills 
which may secure entry into the strongholds of power—to the acquisition of 
military skill, or the skill of the hunt, or the skill of the lawyer or priest. In 
such societies, the production of wealth is frequently held in contempt as a 
profession for well-bred young men. By contrast, economic progress is rapid in 
countries where the successful organizers of economic activity are among the 
more highly prized members of the community. 

27. Where wealth confers power, and is desired, there may nevertheless 
be lack of enterprise for a variety of reasons. 

28. In the first place, men are in general unlikely to make efforts where they 
cannot secure the fruit of their efforts. Thus, little progress occurs in coun- 
tries where governments are too weak to protect property or where civil dis- 
order is endemic, Neither is there progress where governments act arbitrarily 
in requisitioning property—as happened in the past on frequent military cam- 
paigns. 

29. Even the demands of the family may discourage initiative if family obli- 
gations extend over a wide network of persons, and if enterprising members of 
the family resent being subject to the claims of their more distant relatives. 

30. In societies where production is left to private enterprise, inittiative will 
be weak unless the property institution creates incentives. Thus, livestock 
cannot be improved if all pasture land must be used in common; neither can im- 
proved rotations be practiced in agriculture if the enterprising farmer is not 
allowed to enclose his land. In some African communities where land has been 
held in common, the introduction of permanent agriculture has produced ten- 
sions because of the desire of the progressive farmer to protect his investment 
in a particular piece of land. Private enterprise and communal property are 
not always consistent with each other and with economic progress. 

31. Defects of the law are also frequently a reason why a man cannot secure 
the fruit of his efforts to himself. For example, the law governing the relations 
between landlord and tenant may not adequately protect the right of the tenant 
to unexhausted investment which he has made in the land. Some of these legal 
defects are discussed in the next chapter. 

32. In the second place, producers may be prevented from innovating by 
custom or by law. In some societies, for example, the techniques and rituals 
of agriculture are prescribed by priests, and an innovator would be committing 
sacrilege. Or the technique may be prescribed by law, as in the edicts of Col- 
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bert, the seventeenth century French statesman. Even in the most advanced 
societies, pressures are frequently organized to prevent the adoption of techno- 
logical improvements. 

33. Thirdly, potential enterprisers may be denied opportunity by the social 
system. To begin with, in any society inequalities of wealth may deny equality 
of opportunity to the greater part of the population, and keep ignorant many 
persons who, given the opportunity, would contribute to raising the national 
income. This is at its worst where the society is stratified by caste, color, or 
creed, and where whole sections of the population are deprived of opportunity by 
law, by custom, or by chicanery. Rapid economic progress is seldom found in 
societies which do not have vertical mobility or where a section of society is 
seeking to maintain special privileges to itself. 

34. The social system may also deny to enterprisers the resources they need 
for organizing new units of production. Thus it may not be possible to recruit 
labor, because it is tied to the soil by law, or because caste restrictions prevent 
labor from moving to new occupations. Or land may be concentrated in the 
hands of a small number of persons who are unwilling, often for reasons of 
political prestige, to sell it to persons outside their group. Or the banking sys- 
tem may discriminate against borrowers of a particular race or creed. Hori- 
zontal mobility of resources is, like vertical social mobility, a prerequisite of 
economic progress. 

35. Potential enterprisers may also be excluded by monopolistic organization 
of production. Sometimes this results from the concentration of wealth in a few 
hands. Or it may be the organized pressure of a number of small producers, 
banded together to protect themselves against competition. In either case, the 
monopoly may be backed also by legal restriction on free entry. Rapid economic 
progress is bound to damage some persons whose fortunes are tied up with old 
techniques. 

36. There is a sense in which rapid economic progress is impossible without 
painful readjustments. Ancient philosophies have to be scrapped; old social 
institutions have to disintegrate; bonds of caste, creed, and race have to be 
burst; and large numbers of persons who cannot keep up with progress have 
to have their expectations of a comfortable life frustrated. Very few com- 
munities are willing to pay the full price of rapid economic progress. 

37. In our judgment, there are a number of underdeveloped countries where 
the concentration of economic and political power in the hands of a small class, 
whose main interest is the preservation of its own wealth and privileges, rules 
out the prospect of much economic progress until a social revolution has 
effected a shift in the distribution of income and power. 

38. There cannot be rapid economic progress unless the leaders of a country 
at all levels——politicians, teachers, engineers, business leaders, trade unionists, 
priests, journalists—desire economic progress for the country, and are willing 
to pay its price, which is the creation of a society from which economic, political, 
and social privileges have been eliminated. On the other hand, given leader- 
ship and the public will to advance, all problems of economic development are 
soluble. We wish to emphasize that the masses of the people take their cue 
from those who are in authority over them. If the leaders are reactionary, 
selfish, and corrupt, the masses in turn are dispirited, and seem to lack initia- 
tive. But if the leaders win the confidence of the country, and prove them- 
selves to be vigorous in eradicating privilege and gross inequalities, they can 
inspire the masses with an enthusiasm for progress which carries all before it. 


May 4, 1951. 
(Attachment B) 
Hon, Wini1aM C. Fosrer, 
Administrator, Economic Cooperation Administration, 
Washington 25, D.C. 

Dear Bri: I have some comments and recommendations relative to the place 
of land reform policy in our foreign relations. This is a question in which I 
am deeply interested and on which I have a very deep feeling. 

At the outset, let me say that in my thinking, land reform means much more 
than agricultural land ownership and the conditions of tenancy. It refers, in 
my opinion, to profound goals of human welfare which can be achieved by this 
means. Politically, a just and secure tenure system confers on the rural masses 
a great stake in private property institutions while insuring the economic aspect 
by securing to the producer a fair share of the product. But a wide initial 
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distribution of land among many small owners does not in itself guarantee the 
persistence of that pattern. Indeed, exploitive tenure systems are the end 
product of multiple causes among which have been found unsound taxation 
systems, usury, adverse marketing conditions, resulting in high prices for the 
goods and services needed by the farmer and extremely low prices for his 
product, lack of technical guidance, poor tools and inefficient methods. These 
and other less direct causes, such as adverse health and malnutrition, are almost 
certain causes for the failure of programs confined to the narrow concept of 
a change in the existing tenure pattern. 

A good general definition of the term “land reform” is the provision of that 
pattern of land distribution among individual producers which, conforming 
to regional cultures, insures a wide distribution of land as property or as rights 
in land among producers, security of their tenure, and a fair share to them of 
the agricultural product. It should be clear from the foregoing that by the term 
“land reform” I contemplate not only a wide and just distribution of the land 
itself but also closely coordinated programs, simultaneously effected, for tax 
reform, adequate credit systems, cooperative legislation, technical guidance, 
discovery of improved methods and tools, and finally of affiliated programs of 
health, sanitation and education. 

I wish to make it very clear that I am not discussing or advocating any par- 
ticular form of tenure arrangement. I am perfectly aware that forms of land- 
holding vary widely in different parts of the world and are often deeply im- 
bedded in the indigenous culture. These cultural limitations must be fully under- 
stood and respected. For this very reason I have defined the term “land reform” 
in terms of its objectives rather than in a legal sense. I wish to make another 
proviso to the effect that land reform should never be conceived in narrow 
punitive terms implying the objective of turning out one set of owners in favor 
of another. Such a concept misses the point entirely, which is the strengthening 
of the general welfare of the rural population while serving the ends of demo- 
cratic institutions. 

Our own land tenure system, together with the other economic and social 
institutions surrounding agriculture in the United States, has been throughout 
our entire national history a strong bulwark of democracy. In most countries, 
as in the United States, economic progress and political stability in a free society 
is conditioned by the prevailing pattern and type of agricultural institutions, of 
which land tenure stands at the center. 

If our foreign policy and its implementation through economic and technical 
assistance programs is to be most effective, it will require the active support 
by the United States of specific reform measures which are required to alleviate 
the underlying problems of poverty, political unrest, and lack of hope of the mass 
of the people in large areas of the world. Yet a criticism of undemocratic 
ideologies alone will not attain our objectives. The development of specific, 
positive policies is indispensable. In some of the countries with the greatest 
population in the world, unsatisfactory farm tenure, agricultural marketing, 
taxation, and credit policies have led to a state of hopelessness, discontent and 
unrest on the part of their entire population, for it must be emphasized that for 
almost all of Asia, Africa, South America and considerable portions of Europe, 
the entire population is altogether rural or semirural. That these conditions 
can be overcome through an actively supported, broadly conceived land reform 
program is dramatically attested by the successes of similar policies in Korea 
and Japan, as well as by our own national history. Moreover, when we take 
leadership of this type, we gain a deadly weapon with which to combat Com- 
munist agrarian doctrines. 

Here is what I would recommend that we should adopt as our national policy 
on this subject : 

1. In our foreign economic-assistance programs, the United States Government 
should insist that adequate provision for land reform be included in every phase 
of each undertaking, involving any country in which 60 percent or more of the 
population is engaged primarily in agricultural pursuits. This would include 
both the development phases and the operational phases. I would not go so far 
as to make the adoption of a complete land reform program an iron-clad re- 
quirement on the part of a country before receiving foreign economic assistance 
from the United States. However, we should require at least a few decisive 
steps in the direction of land reform as defined above. I would also set a require- 
ment that all foreign economic assistance to agriculture be predicated upon 
arrangements adequate to insure that the benefits of United States aid would 
yo to the man who actually works on the land. I feel very strongly that we 
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must be more positive in our attempts to equitably “count in” farmers ir all our 
efforts at economic aid. 

2. In regard to technical-assistance programs, every project for technical as- 
sistance (point 4) should include as a basic criterion a thorough consideration of 
the land reform aspects involved in the subject matter of the project. That is 
to say, if our technical-assistance projects are to be most effective, they must 
be based upon a contribution toward improvement of agricultural economic in- 
stitutions of a nature that will allow the benefits of technical aid to become a 
permanent acquisition of the man who toils on the land. Every possible effort 
should be made in helping people on the land in devetoping methods and skills in 
self-help, an understanding of the responsibilities of private property and of 
democratic procedures. 

3. The United States Government, through its diplomatic and other represent- 
atives abroad, importantly including our delegation to the United Nations, should 
take every possible opportunity to openly avow its firm belief in land reform 
as I have defined it, as an jnternational standard applying throughout the world, 
and, if possible, within limits of diplomatic relations lend active assistance and 
encouragement to land-reform movements, groups and people within individual 
countries. The moral and political influence of the United States should be 
thrown behind indigenous movements toward land reform, particularly in the 
underdeveloped nations of the world when these are in accord with the criteria 
outlined above. Pseudo programs inspired by the Communists must be exposed 
in contrast to genuine programs based on democratic action and private-property 
institutions. 

In summary, I strongly recommend that attention to land reform should 
be made an integral part of every phase of the planning, administration and 
operation of all our foreign-assistance programs. Land reform, in the sense 
that I have defined it in this letter, is not something which is separate and apart 
from land and industry development projects, irrigation, land reclamation, drain- 
age. It is not something apart from education, vocational training, and exten- 
sion. Land reform, in my meaning, is in effect the democratic way of life and 
has an intimate bearing on all types of economic and social activities. Land 
reform is something which must be included as a part of each different assistance 
project and not conceived as a separate and distinct project. 

Finally, I wish to emphasize that I am proposing a program of action. T am 
not discussing theory. It takes several years to get a program such as I have 
proposed off the drawing boards; more time is required to assemble and train 
the staff required to execute the program. Consequently land reform proposals 
that do not in specifie instances take definite form in tangible plans and programs 
in the immediate future cannot be regarded as likely to We placed in effect in 
the forseeable future and therefore cannot qualify as meeting the requirements 
indicated above. We should not support empty talk, no matter how well phrased. 

I appreciate the opportunity to comment on this very important matter, which 
is quite close to the hearts and minds of the family farmers of America. I hope 
that sufficient attention will be given to this important matter to develop a hard- 
hitting democratic policy which will be a beacon of hope to the landless, poverty- 
ridden peoples in the underprivileged areas of the world and insti!l in them a 
renewed faith in democracy and its great homeland: the United States of 
America. 

Sincerely, 
JAMES G. PATTON, 
President, National Farmers Union. 





(Attachment C) 


RESOLUTION No. 20 ApopTeD BY THE PLENARY SESSION OF THE Firrno ANNUAL 
GENERAL MEETING OF THE INTERNATIONAL FEDERATION OF AGRICULTURAL 
PRODUCERS 


20. Recognising with satisfaction the agricultural progress made in various 
free countries as a result of the reforms introduced in systems of land tenure 
and other democratic agrarian reforms which give to farm people the benefit 
of their production in a free and expanding system; and having been informed 
of the attention now being given to this highly important matter by the UN and 
the FAO, the IFAP pledges its support of the development, adoption, and imple- 
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mentation by nations of equitable systems of land ownership and land tenure, 
farm taxation, and agricultural credit. The organised agricultural producers 
of the world recognise that bad tenure relationships are a severe limitation on 
efficient and abundant production. IFAP also recognises the importance of 
better tenure arrangements in giving hope and incentive to workers on the land. 
Accordingly, the IFPA will urge FAO to give high priority to requests of mem- 
ber governments for technical assistance on tenure improvement and other 
agrarian reform programs. IFAP will also urge the United Nations to continue 
to maintain in its work a broad rather than narrow concept of agrarian and 
land reforms—the broadened concept to include free farm organisations, farmer- 
owned and farmer-controlled cooperatives, equitable farm credit and taxation as 
well as land ownership and landlord-tenant relationships. 





(Attachment D) 
Beyonp Topay’s Horizon 


Summary of remarks in opening statement of Under Secretary of Agriculture 
Clarence J. McCormick, United States Member of the Council of FAO, pre- 
pared for delivery at the Twelfth FAO Council Session in Rome, Italy, June 
11, 1951. 

On behalf of the United States, I want to commend the FAO for its success 
in getting this Council session under way so capably despite the natural upset 
conditions occasioned by the recent move. I am certainly glad to see that the 
FAO is already so well settled here in Rome. 

I am even further pleased to be able to report to you that the interest of 
the United States—its Government and its citizens—in the FAO is just as strong 
as ever. . 

Our faith has not wavered in the ideals and principles upon which FAO was 
established. Our determination is undiminished that FAO shall be vigorously 
supported by our Government in translating those ideals and principles into 
constructive accomplishments in the international realms of food and agri- 
culture. 

My country feels that the working party on long-term trends has done an 
excellent job, establishing a solid foundation for the future of this organiza- 
tion. 

It is indeed heartening, in these times of world tension, to see this organization 
planning so soundly for the future. 

I am sure most of us agree that the world’s best hope for that future is just 
such cooperation, mutual understanding, and teamwork in tackling common 
problems that the FAO exemplifies in the particular field of food and azyri- 
culture. 

We feel that way in the United States—not just our Government, but the 
American people. 

We're looking beyond the immediate horizon; we're looking toward a better 
world ahead, and we are looking to the FAO to share in the responsibility 
of creating that better world. 

We believe we are on the right road, and that we are already advancing along 
that road. 

Global tensions of the past year may have partly obscured the fact that most 
freedom-loving nations have made substantial progress in facing up to im- 
portant world agricultural problems through friendly cooperation. 

We welcome this still growing spirit of international cooperation in agri- 
culture. 

In my country, from a standpoint of long-rang significance, we regard the 
increasing international collaboration in agriculture as one of the most im- 
portant trends of the past year. 

We believe we have ample reason for feeling that constructive progress is 
being made. 

In addition to the regular work of FAO, the point 4 program of technical 
assistance has been placed in operation, the International Wheat Agreement is 
concluding its second year of successful operation, Western European nations 
with the help of the Economic Cooperation Administration have laid increas- 
ing emphasis upon stepping up agricultural production, and increasing em- 
phasis is being placed upon the role that land tenure reforms can play in al- 
leviating unrest in many parts of the world. 
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All in all, the aspirations of rural people everywhere are making themselves 
felt in the highest councils of government. 

Our progress adds encouragement to the hope that the basic resources of 
food and fiber may yet prove a common denominator in guiding mankind closer 
to its real goal of a world living and working together in harmony and peace. 

Make no mistake about our attitude. 

We are acutely aware of the grave problems confronting all freedom-loving 
countries as a result of continuing threats to international peace and security— 
threats occasioned by selfish forces of aggression, not yet fully restrained by 
the world’s family of nations. 

We recognize that such aggression is a dangerous obstacle that must be over- 
come before we can achieve the better world of peace and progress that I am 
sure is the true aspiration of all rural people on the globe. 

We are fully determined that such obstacles shall be overcome—that eventually 
they shall no longer stand in the way of the constructive long-range goals most 
of us seek to achieve, both as individual nations and through friendly collabora- 
tion in this and other international forums. 

We are determined that the progress already being made, through this body 
and elsewhere, toward creating international economic and political stability 
shall not be thwarted by any willful power unwilling to abide peacefully within 
the world family of nations. 

Yet to make sure that doesn’t happen may require some reorientation and 
shifting of our sights. 

To protect the progress already made, and to preserve the opportunity for 
further progress in the future, necessity now calls for diverting much of our 
attention, our energy, and our resources to the more immediate task of strengthen- 
ing ourselves and other friends of freedom, both militarily and economically, to 
the point where the world’s balance of might will be overwhelmingly on the side 
of right. Only then, apparently, can human justice and freedom survive and 
expand unperiled by the ruthlessness of Communist aggression and ideology. 

In other words, defense of the progress free peoples of the world have already 
made, must for now take precedence over the future progress we aim to achieve. 
There can be no hope for the far-away tomorrow, if it is snuffed out in the tomor- 
rows close at hand. 

The necessity for such a course has not been of our own choosing, but the deci- 
sion to meet it head-on has. 

As much as we deplore turning so much of our resources and energies from a 
positive course of human betterment in the world to the more negative purpose 
of girding against the threat of armed conflict, we have no other alternative. 

For that reason my country proposes channeling much of-its foreign-aid pro- 
grams toward that immediate objective: defense of the free world. The Presi- 
dent of the United States has recommended to our Congress the enactment of a 
new Mutual Security Program, combining military assistance, economic assist- 
ance, and technical assistance, so that our strength may be merged with the 
strength of other freedom-loving peoples in a resolute stand against further 
inroads of aggression anywhere in the world. 

We are doing what must be done to protect security and stability in the world 
today, but we are doing it without taking our eyes off the future. 

We want FAO to continue looking beyond today’s horizon. 

Regardless of emergency problems requiring the immediate attention of most 
of us as individual nations, we also need to keep thinking beyond the crisis of 
our time. 

FAO’s long-range planning can help all of us meet that need. 

This organization can and should be the means of contributing to preparations 
for the brighter future that we as individual nations seek to make possible by 
strengthening our defenses now. 

The fact that our approach to such defenses is toward mutual security and a 
sharing of strength, and the fact that economic assistance and technical assist- 
ance are counted upon as well as military assistance in assuring that security, is 
evidence that we, too, are still looking beyond today’s horizon, and that our 
objective is still world betterment and world progress through international 
cooperation. 

The Mutual Security Program is actually a continuation and intensification 
of policies and programs which we believe have contributed constructively to 
world betterment in the postwar years. Among these are the Greek-Turkish aid 
program; the Economic-Recovery Program in Europe; the technical-assistance 
program in Latin America; and the entire philosophy and objectives of the point 
4 program that have met with such enthusiastic acceptance throughout the world. 
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We are not turning back. Rather, we are going ahead—by making sure we 
ean and do defend what has already been achieved. The proposed Mutual 
Security Program is to be applied as an insurance that progress already made 
by many countries will not be reduced or halted by the march of aggressive 
communism. 

I am mentioning our Mutual Security Program at this time because I believe 
it is pertinent to what this body is endeavoring to do, and because I do not want 
any misunderstanding about my country’s wholehearted support of the long- 
range planning we have always favored in FAO regardless of the immediate 
problems that must be faced in the world today. 

I am mentioning it also because agriculture has such a vital stake in mutual 
security of freedom-loving nations, and because agriculture has such a vast 
contribution to make toward that mutual security. 

Our agenda reflects many of those contributions. 

I believe one of the foremost can come in the field of land tenure which we are 
to consider. Land reform in its broadest interpretation deeply affects security 
in the world today, and is definitely among the problems we must face up to in 
looking ahead to the future. 

In most countries, including our own, economic progress and political stability 
are closely related to the prevailing system of agricultural economic institu- 
tions. In many areas present unsatisfactory institutional arrangements are a 
source of persistent discontent and unrest. This has been recognized in United 
States domestic policy, and more recently emphasized in our foreign policy as 
illustrated by far-reaching land reform in Japan and support of land-reform 
measures in Formosa and South Korea. 

We in the United States regard land reforin in the broad terms of improvement 
of all economic and social institutions surrounding farm life. We believe it 
must be concerned with improvement in opportunity of agricultural land owner- 
ship and security of tenure, with problems of land rents, with taxation of 
agricultural land or income from land, with agricultural credit and producer 
marketing. In our broad definition of land reform agricultural technology, 
physical problems of land utilization and developement, conservation of re- 
sources, methods and levels of productivity, and problems of rural industries are 
also included insofar as they are relevant to the institutional problems I have 
enumerated. 

We favor efforts to improve such agricultural economic institutions wherever 
possible, in order to lessen the causes of agrarian unrest and political instability, 
and as a key to increasing rural standards of living. We believe that objective 
can best be sought by improving the position of the farmer on the land to the 
end that he may have greater security of tenure, and incentive to increase 
production and conserve resources (including the utilization of technological 
advances suitable to each economy), and an equitable share of the output from 
that land. 

We recognize, of course, that specific land-reform measures will have to be 
evaluated in relationship to the conditions peculiar to each region and country, 
and that the individual cultural patterns of many countries may have differing 
constructive contributions to offer toward the same basic objective. 

In support of this policy, which we as a nation have affirmed, the United States 
Government intends giving encouragement and assistance to land reform when 
and wherever it will substantially contribute to promoting the objectives I have 
enumerated. 

We shall do so in both planning and administration of our foreign economic 
and technical-assistance program, and we will also lend other practical assist- 
ance to desirable land reforms in addition to the economic and technical-assist- 
ance programs. We shall aiso actively encourage and assist in carrying forward 
land reforms in non-self-governing territories under United States administra- 
tion, and, upon request, will work with other governments in connection with 
desirable land reform in such territories under their administration. Further- 
more, we shall take every opportunity to support and encourage desirable land- 
reform programs through all appropriate international agencies. 

Because of our interest in this broad field of agricultural betterment, I am 
looking forward to its discussion under the agenda item on land tenure. We 
feel that FAO's emphasis should he on assistance to governments requesting it 
in land reform, not just on study. Our advisory group of nongovernmental organ- 
izations in the United States strongly supports that approach. 

I am looking forward with equal interest to discussions on the rest of our 
agenda, particularly on technical assistance. FAO deserves commendation for 
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the excellent progress it has made, and the readiness it has shown to coordinate 
its work with the United States program and the British Commonwealth’s 
program. 

We feel that FAO will want to examine the direction of its commodity work 
in this period of shortages. 

In conclusion, I want to assure you again that the United States stands solidly 
behind FAO. In our country, nongovernmental organizations have participated 
actively in framing of our long-term recommendations, and they have all voiced 
strong support for the future of this organization. 

To live up to that support, I believe FAO's challenge in these troubled times 
is to keep its eyes beyond today’s horizon. 





Attachment E 


Reso_ution I (Arp vo Rurat FAMILies As THE Basis or Democracy )—Pre- 
SENTED BY THE DELEGATION OF THE UNITED SrAres oF AMERICA, FourtH INTER- 
AMERICAN CONFERENCE ON AGRICULTURE, MONTEVIDEO, DECEMBER 6, 1950 


Whereas: 

The American Republics, individually and collectively, have pledged 
themselves to the preservation and perfecting of democracy as a way of life, 
as a principle of government, and as the supreme hope for world peace ; 

Democracy is, among other things, a system of farm-land tenure in which 
the cultivator of the land has the opportunity to own the land and to attain 
economic and social opportunities equal to those enjoyed by the other mem- 
bers of the whole society ; 

Families who own the land, or have leased it on equitable terms that give 
them reasonable profit for their work and other productive investments, 
have the strongest motives for adopting efficient agricultural practices ; 
and 

Recognition by governments of the interest and aspirations of rural 
families for a satisfactory way of life, including the inviolability of in- 
dividual dignity, will strengthen the traditional inter-American system of 
individual freedom, and will be a strong bulwark against the regressive and 
reactionary force known as communism ; 

The Fourth Inter-American Conference on Agriculture resolves: 

1. Toe recommend that each American Republic review its policies and 
programs so as to determine whether rural families have at their disposal 
services and facilities, including the services of research and education, 
credit, aid in the marketing of their output, economic information, and 
assurances of reasonable prices for their products, which are necessary to 
and consequent upon the growth of democracy. 

2. That each of these governments direct its agricultural policy toward 
ero welfare of the rural families. 

3. That international organizations develop, encourage, and help the 
exec ution of these policies and programs in cooperation with each and every 
nation and to the greatest extent desired by these nations. 


Mr. Baxer. I should like at this time to read you a brief summary 
of Mr. Patton’s statement. 

The Farmers Union appreciates this opportunity to present its view 
on the Mutual Security Program being considered by your committee. 
We want to commend the committee for the painstaking way in which 
you are operating. 

The Farmers Union favors, for the long pull, a world brotherhood 
of prosperous democratic nations living at peace with one another. 
We recommend this ideal to you as the proper guide in the formula- 
tion of the foreign policy of this Nation. We w ‘ant peace, prosperity, 
and democracy ‘hot only for ourselves but for ev eryone else in the 
world. The Farmers Union supports the general purposes of the 
mutual security program. 

The current situation confronts the people outside the iron curtain 
with the necessity of building and maintaining a defense against 


. 
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aegreemion while at the same time it is building the economic and 
political strength and understanding necessary to extend democracy, 
improve living standards, and establish an international brotherhood. 

ou have before you the committee print of basic data supplied 
by the executive branch. We have studied this material carefully. 
Without going into detail I should like to say that it largely substan- 
tiates our own observations in some of these countries, coupled with 
information we have acquired in discussion with other members of the 
International Federation of Agricultural Producers. The descriptions 
of The Problem appearing in each regional section of the committee 
print are, as far as we can determine, accurate if not entirely com- 
plete, appraisals of what the problems are in the countries of each 
region. 

The committee print does not put nearly enough emphasis upon the 
need for land reform and for faster strides toward greater democracy 
in ans era in many countries. 

and development, economic investments, and economic aid alone 
will not strengthen the free world sufficiently in the absence of edu- 
‘ational, cultural, and institutional changes required to see to it that 
a basic understanding of democratic processes and the benefits of 
economic progress and national defense are widely distributed among 
all the people. 


BACKGROUND OF UNITED STATES DECISION 


The family farmers of this country are not unfamiliar with the 
necessity of making decisions of the kind which face your committee 
and the Nation at this time. 

It has been common throughout our history for young farmers, and 
those who were not so young, to improve their barns before they im- 
prove the house the family lives in. And when you stop to think of 
it, this is not such a dumb decision after all. With a better barn 
there is a possibility of lower costs and a higher income leaving a 
greater net from which to cover the cost of improving the home. 

In international affairs, likewise, we must decide whether to in- 
vest in those things that will protect us against aggression and build 
toward peace, prosperity, and the preservation and extension of 
democracy at the temporary expense of the higher standard of living 
that might have been possible if the same effort had been put in purely 
peacetime pursuits. 

In the western part of our country wolves are a threat to our live- 
stock. As you know, our farmers and ranchers have not sat idly by 
and tried to accommodate themselves to the prospective of expanding 
numbers of this predatory beast. 

They have taken guns in their hands with a view to protection. 
And through Government they have provided economic assistance and 
economic incentives, in the form of bounties, to those who are willing 
to join their campaign against wolves. 

Basically, the decision how big a program to authorize comes down 
to how much taxes we are willing to pay to support foreign assistance. 
In checking through our own calculations we have concluded that 
the President’s recommendation of $8.5 billion is moderate. 

It is our recommendation that the outcome of cease-fire talks in 
Korea not be allowed to affect the total amount of appropriations to 
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be authorized for foreign assistance. We must not allow our hopes 
for a Korean cease fire to lull us into a feeling of false security. With 
or without a cessation of armed hostilities in Korea, we recommend 
that the United States make an annual investment of at least $8.5 bil- 
lion in building the integrated economic and military strength of the 
free world. 

ALLOCATION OF FUND TO SPECIFIC PURPOSES 


While we do not think the total over-all authorization should be 
reduced even if we are able to work out a genuine cease fire in Korea, 
we do recommend that the allocation of the funds among the different 
forms of foreign assistance should be shifted if we get a genuine cease 
fire, from finished manufactured goods—consumers goods and mili- 
tary end products to productive goods—machine tools, assistance in 
building Sohenias. developing new sources of power and raw mate- 
rials, and provision of technical assistance. 

I am sure that you will insist that as much as possible of the pro- 
jected aid be in the form of assistance to the other nations to build 
expanded-plant capacity and to do their own production with their 
own manpower and natural resources. This is the best means by 
which we can help the free peoples to help themselves. We recognize, 
of course, that considerable amounts of, foreign assistance must be 
in the form of finished goods to meet deadlines of military and strate- 
gic expediencies that cannot await further economic development in 
areas where needed, but we hope that this can be kept to a minimum. 

For this reason the restrictions imposed by section 104 of the Mu- 
tual Defense Assistance Act should be eliminated in whatever legisla- 
tion this committee recommends and the Congress enacts. 

With the elimination of the restrictions contained in section 104, 
probably as much as $1 billion could be shifted from the $6.3 billions 
for military end-products to other forms of assistance without damage 
to the military-defense programs of the nations to be aided. 

Mr. Vorys. What is section 104? 

Mr. Baxer. I believe I can find it here in this committee print. 

Mr. Vorys. You mean, of the draft bill? 

Mr. Baker. No, sir. It is in the one now. 

Mr. CarNanan (presiding). That is in the present law? 

Mr. Baxer. Yes. It is in the present law. Cvet on page 57. None 
of these are numbered, It is this particular one. 

Mr. Herter. Is that the basic data? 

Mr. Baker. Yes, sir. “Basic data supplied by the executive 
branch.” 

Here is the explanation of 104. 

ae CARNAHAN (presiding). Let us see if the clerk can get us copies 
of it. 

Mr. Herrer. I wonder if we could have that read so we would all 
know what we are talking about. 

Mr. CarNanan (presiding). We can do that if Mr. Baker cares 
to read it. 

Mr. Baxer. Would you like me to read it for the record? 

_ Mr. Vorys. Yes. 

Mr. Baker. It is page 57 of the committee print, entitled, “The Mu- 

tual Security Program for Fiscal Year 1952, Basic Data Supplied by 
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the Executive Branch.” It begins in the second sentence of the third 
main paragraph. 

Mrs. Bouron. Beginning with “Section 104 of the MDAA”? 

Mr. Baker. Yes,ma’am. It reads as follows: 

Section 104 of the MDAA imposes limitations on the use of MDAA funds by 
forbidding their use (a) to construct or aid in the construction of foreign fac- 
tories or to provide equipment (other than production equipment) for them; 
(b) to defray the cost of maintaining such factories; (c) to compensate any 
country or person for diminution in export trade resulting from the carrying out 
of any program of increased military production or to make any payment to the 
owner of any factory as an inducement to undertake or increase the production 
of military goods; (d) to pay any person for personal services rendered in any 
such factory other than personal services of a technical nature previded by 
United States employees in order to establish or maintain production to effectu- 
ate the purposes of the act and in conformity with desired standards and 
specifications. 

Our point is, it seems a little queer or peculiar for us to use up our 
resources and to use the scarce time of our scarce manpower in this 
country to produce ammunition, for example, which people in Europe 
have known how to make for a long time and have the resources and 
skilled manpower so they can make it. 

Another item of that kind is mine sweepers. There are factories 
in various countries of Europe that can make acceptable mine 
sweepers. In terms of dollars, ina sense, if we hired them to do it they 
an make mine sweepers cheaper than we can on the same specifi- 
cations. 

With or without the cessation of armed hostilities in Korea, we 
feel it isa billion dollars. We do not know whether it is $800,000,000, 
or $1,000,000,000, or more than $1,000,000,000 that could be shifted if 
that restriction were eliminated. We would not take that off the total, 
but would add it to the economic assistance. We would feel it would 
go half again as far, maybe. 

If this is true, and assuming no Korean cease-fire, this shift would 
result in $3.2 billion for nonmilitary assistance and $5.3 billion for 
military end-products, 

In case of a genuine cease-fire in Korea, we recommend that a further 
increase of one billion dollars be made in the nonmilitary assistance 
with a corresponding reduction in the funds provided for the granting 
of military end products. Acceptance of this recommendation would 
provide, in the case of a genuine cease-fire in Korea, that $4.2 billion 
should be allocated to assistance in forms other than military end 
products and $4.3 billion allocated to military end products for ship- 
ment abroad. 

FORMS OF ASSISTANCE 


We want to recommend that in whatever legislation is written to 
authorize the Mutual Security Program, the different forms of foreign 
assistance should be set off in separate titles, one title for each of the 
following forms of assistance : 

(ce) Relief and rehabilitation. 

(6) Military end products: 

(c) Foreign economic development— 

1. Through private loans and investments by United States firms 
and persons ; 

2. Through loans by the United States Government and its instru- 
mentalities and through international credit agencies; 
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3. Through grants from the United States; 

(d) Technical assistance. 

Any foreign procurement programs should be coordinated with 
economic-assistance programs. 

We have not made a recommended regional allocation of the funds. 
This is deliberate. We do not agree with the basic concept underly- 
ing the lumping of all the functions together regionally. Tn carrying 
out these programs we will not be dealing primarily with formally 
organized regional groupings of governments. Almost all of our 
direct dealings will be with international organizations and with in- 
dividual sovereign nations. 

We recommend that the major division of the legislation into titles 
as well as the organization structure of the Overseas Economic Ad- 
ministration be along functional rather than regional lines. 


TECHNICAL ASSISTANCE 


We recommend that the following amounts be made available for 
technical assistance : 

In case of no cease fire in Korea, $164,000,000; in case of a genuine 
cease fire, $250,000,000. 

These recommended funds would be available for all the types of 
technical-assistance and technical-collaboration programs that are cur- 
rently being conducted by the Office of Foreign Agricultural Rela- 
tions in the Department of Agriculture and by the Institute of Inter- 
American Affairs, the Technical Cooperation Administration of the 
State Department, and by the Economic Cooperation Administration. 

We recognize that there has been some controversy among those 
who believe strongly in one or another of these forms of technical 
assistance. Each group of partisans seems to favor his own approach 
to the exclusion of all the*others. Our attitude is that there is a place 
for the “Servicio” type of technical assistance performed by the In- 
stitute of Inter-American Affairs, along with each of the other types, 
but we do not believe that our entire national effort should be applied 
through any one device alone. There are several effective approaches. 
Our Government should make full use of all of them. 

We also recommend in addition to the scientific and professional 
type of personnel that these programs are currently sending overseas, 
that the technical assistance personnel be augmented by working 
United States farmers; actual shop, factory, and foundry workers; 
by typical United States citizens from all walks of life. These ordi- 
nary citizens would join into farm and village life in the other nations 
to pass on the magnificent skills that have made United States farmers 
and workmen the most efficient per man-hour of any people in the 
world. 

We should greatly increase the number of just ordinary citizens of 
foreign nations who are provided with on-the-job training in the 
United States, and we should encourage them to stay here long enough 
really to acquire advanced skills and technical know-how. I doubt 
if our money is being well spent when we bring a foreigner over here 
and he stays only a month or 6 weeks. 
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FOREIGN ECONOMIC DEVELOPMENT 
Grants 

We are recommending an authorization and appropriation for 
grants-in-aid of foreign economic development of nearly $324 billion 
in case of a genuine cease fire. If there is no cease fire we recommend 
a total of $2.87 billion. 

Our own internal improvements, the canals and waterways, the 
land grants to railroads, the multipurpose dams, and the rest were 
very important contributions to the economic progress of our own 
Nation as it pursued its manifest destiny. Similar good results can 
be expected in other nations from United States financed and en- 
couraged economic development. 

The Congress should require that United States funds advanced 
for economic development be matched by local funds and/or economic 
= or services in a ratio to be determined for each country by the 
*resident. Regulations and restrictions relating to these matching 
funds should be the same as those described to you by Mr. Porter of 
the ECA for the so-called counterpart funds. These counterpart 
funds should be used as a means of integrating the entire Mutual 
Security Program with the total resources of the free world and not 
just the resources of the United States. 

Part of such counterpart funds in Western Europe should be made 
available for the establishment of a West European agricultural 
commodity stabilization fund similar to the Commodity Credit Cor- 
poration in the United States. 

In no case should the entire cost of an economic development proj- 
ect be taken from the grant funds I have just recommended. As a 
matter of fact, we would hope that the bulk of the costs involved in 
these projects could be financed with local private and governmental 
funds in conjunction with long-term loans, obtained from an inter- 
national development revolving fund of the World Bank and from 
loans advanced by the United States Export-Import Bank. 


Loans 

We recommend that this section of the proposed legislation author- 
ize the use of $1,800,000.000 in case of a cease fire, or $1,400,000,000 
in case there is no cease fire, to establish revolving funds from which 
loans can be made for foreign economic development projects of the 
type described above. We suggest that in addition at least $800 
million in case of a cease fire or $400 million otherwise, be earmarked 
for the United States contribution to an international economic de- 
velopment fund to be administered by the World Bank, provided that 
other nations will put up in total a somewhat larger amount. 


ENCOURAGEMENT OF PRIVATE FOREIGN INVESTMENT BY UNITED STATES 
CITIZENS 


Federal guaranty of private loans and investments is an accustomed 
and accepted method of encouraging private investment toe enter do- 
mestic fields important to the public interest where the risk is high. 
We should apply this principle with respect to foreign investment by 
United States private capital. 

We need to move as rapidly as we can to negotiate whatever treaties 
are required to aid nations in developing an environment in which 
private foreign investment has a chance for success. 
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We recommend that you incorporate in this Mutual Security Act 
relief from double taxation of income produced in other countries by 
United States companies. 

In addition, we recommend that you set aside a contingency fund 
of approximately $100,000,000 in case the Korean fighting continues, or 
of $200,000,000 if the hostilities are brought to a genuine close, to serve 
as a fund from which losses incurred from foreign loans and invest- 
ments, through no fault of the private company, may be reimbursed. 
Provided, however, that sufficient safeguards should be included in the 
legislative authorization to insure that the program will in no way 
guarantee profits or monopolistic control by United States companies. 


RELIEF AND REHABILITATION 


We recommend that the United States should make its full contri- 
bution of $162.5 million to the United Nations to finance the work of 
the United Nations Korean Reconstruction Agency. The total amount 
would be too small, even if it were larger, to do more than partially 
restore the war-torn people of Korea and their economy. No expendi- 
ture, no matter how large, would make up for the heart-rending suffer- 
ing of that courageous and war-torn people. This amount would rep- 
resent the $50 million already appropriated plus the $112.5 million 
that has been requested by the executive branch. 

We also recommend that the United States make its full contribution 
of $50 million to the United Nations for reintegrating the Arab ref- 
ugees in the Near East. 

We cannot foresee at this time what new developments may occur 
in other countries outside the iron curtain that may require the type of 
assistance I have recommended for Korea and the Arab refugees. So 
that we may be able to move into operation with any needed relief 
program when needed, I recommend that a foreign relief contingency 
fund of $50 million be established as one of the provisions of the Mu- 
tual Security Act. 


ADMINISTRATION THROUGH INTERNATIONAL AGENCIES 


The agencies administering these programs should be required by 
the law to operate as much as possible of the authorized programs 
through the United Nations and its specialized agencies, such as the 
Food and Agriculture Organization. 

We should push out as much of this foreign economic development 
work as we can to the UN and to its specialized agencies. We should 
encourage these international agencies to take on these additional 
duties just as rapidly as they can efficiently and effectively. Doing so 
will ts our efforts of any stigma of imperialism. 


ADMINISTRATION 


The Farmers Union concurs with the recommendations of many 
other groups that the administration of all forms of economic assist- 
ance authorized by the proposed Mutual Security Act should be 
placed in a single unified agency outside any presently existing de- 
partment or agency of Government. The new agency should absorb 
the personnel and functions of the Economic Cooperation Adminis- 
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tration and of the Institute of Inter-American Affairs, the Technical 
Cooperation Administration and several other units in the State 
Department. Actual administration of the military end products 
should be in the Department of Defense, subject to general policy 
established by the National Security Board and the Pi resident. This 
new agency should be built upon the existing structure of the organi- 
zations named but would be so reorganized that it will become an 
entirely new agency. This Overseas Economic Administration 
should be given author ity to make limited shifts of funds between the 
different forms of assistance. 

Another principle of administration that should be required by the 
authorizing legislation is that the new agency shall make full and com- 
plete use through contracts and reimbursable working agreements, 
of the per sonnel and facilities of existing government: al departments 
and agencies rather than attempting to build, by transfers or outright 
hiring, entirely new and complete functional services within its own 
structure. 

Provision should be made in the legislation for the appointment 
of a public advisory committee on foreign economic affairs and an 
interagency board made up of an official from each of the major Fed- 
eral departments and agencies concerned with economic problems of 
foreign relations. 

There is a summary table on page 9 of Mr. Patton’s statement that 
summarizes our recommended allocation of funds to different forms 
of foreign assistance. You will notice two columns of figures, one 
based on no cease fire in Korea, and the other based upon a genuine 
cease fire. 

Chis is my first appearance before your committee, and I want to 
thank you for your consideration and the nice treatment I have had. 
I am sorry that my performance has not been up to the usual polished 
performance that you should expect. I am just a country boy trying 
to tell you what we think about this thing. 

Qur heart is with you in the painstaking Way you are going at it. 

Thank you very much. 

Mr. Carnanan (presiding). Mr. Baker, we certainly thank you for 
your appearance. We appreciate the definiteness that you have in 
your statement. We regret very much that Mr. Patton could not be 
here. 

I am not going to go the rounds, but if anybody has any questions, 
we will have those questions now, and I will hold you to the 5-minute 
rule. 

Are there any questions / 

Mrs. Boron. I have a question. 

Mr. Carnanan (presiding). Mrs. Bolton, you are recognized for 
5 minutes. 

Mrs. Botron. Mr. Baker, I take exception to your statement that 
vou have not done so well, because we have had very few statements 
that have been as clear and so well presented. 

Mr. Baker. Thank you. 

Mrs. Bouron. It is very good to have these pointed and very definite 
statements of what you think so that we can sit down and really study 
your point of view, because there is a great deal to be studied in this 

very challenging statement. 
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You spoke before of what would happen if there is a cease fire. 
Does that mean that you feel that if there is a genuine cease fire in 
Korea the problem of the Kremlin and the Communist goal is any less ¢ 

Mr. Baker. Indeed not. No, ma’am. We feel that assuming that 
we get an honorable, honest, and genuine cease fire in Korea, that that 
may mean—it may mean, not that it does mean, but it may mean— 
that the Kremlin may have decided to go through a period of trying 
to relax us and soften us up. 

If that is true, it might give us a few extra months, or maybe a few 
extra years, in which we can do some of the fundamental things to 
build greater basic economic strength and political understanding 
which would give us a broader base from which to build up in case 
they decided to heat the cold war up some more. 

Mrs. Bouron. But you would not want us to go so far back——— 

Mr. Baker. Absolutely not. 

Mrs. Bovron (continuing). That we should not be able to jump 
again ¢ 

Mr. Baker. No, indeed. We have seen no signs that have come to 
our attention that would indicate that they have changed their minds 
abit. They have just changed their tack. 

Mrs. Bouron. That is, their tactics, and their strategy, their studied 
procedure. 

Mr. Baker. That is right. I might add there, if it does not take 
up too much of your time, that in looking at this Kremlin threat and 
yutting it in actual terms that all of us can understand, as Mr. 
Patton did in his statement, although I did not include it in my state- 
ment, actually if we do not stop them, what they are up to is taking 
over the geographic territory of the United States and turning our 
farms and factories over to carrying out the wishes of their war ma- 
chine, and putting our people in slave-labor camps, like they have 
their own. 

Mrs. Bouron. Complete control of the world. 

Mr. Baker. That is right. 

Mrs. Bouron. To go back to this section 104 business, in our pro- 
posal in title Lon page 51, you see in subparagraph (b) there that our 
proposal is to use the ECA for military production. Does that not 
agree with your thinking, or do you have in mind we could do more ¢ 

Mr. Baker. That is in line with our thinking, but it does not apply 
to the big parts of the dollars that are in this bill. 

Mrs. Bouron. I see. I would have to study that. 

Mr. Baker. It applies to the $1.7 billion in here, but it does not 
apply to the $5.3. 

Mrs. Bouron. Why not ? 

Mr. Baker. Because the 5.3 go over there in military end products. 
They are already manufactured shells and machine guns. 

Mrs. Bouron. I know we have had considerable testimony here on 
just the basis you spoke of, of having them make as much as possible 
in their own factories. 

Mr. Baxer. | think it is awfully important: 

Mrs. Bovron. You spoke of the mine sweepers. We have also had 
that presented to us, and several of my own questions to some of the 
witnesses when we were meeting over in the big room, were to the 
effect that perhaps the Army would have to change its attitude a 
little of trying to have everything finished here and sent over there 
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perfect, because it was so important to have the factories there moving. 

Mr. Baker. We agree with that point of view. 

Mrs. Boron. We are very much in sympathy with that point of 
view. 

Mr. Carnanan (presiding). Are there any other questions? 

Mr. Javrrs. I am just reading the gentleman’s statement, and it 
seems to me you are in rather substantial accord with the Interna- 
tional Development Advisory Board headed by Nelson Rockefeller. 

Mr. Baker. Not in all particulars. 

Mr. Javirs. Of course, I assume that, but I said in substantial 
agreement. 

Mr. Baxer. Well, I do not know exactly what the words are. We 
are in some particulars. Yes,sir. In others we are not, particularly 
on the regional authority breakdown sort of thing. We think that 
the initial breakdown and the important breakdown is by function. 
In other words, agriculture, health, and so on, rather than have an 
Assistant Administrator for Latin America, and another somewhere 
else. 

Mr. Javirs. I do not think they go into it that strongly. 

What I was thinking about in making your statement was your 
advocacy, which is the first time I have seen it by any witness except 
Mr. Rockefeller, of backing up this international economic develop- 
ment fund. 

Mr. Baxer. We think of that as an extension of the same way we 
built our own Nation. 

Mr. Javirs. In other words, you feel strongly—and would you like 
us to take your recommendation—that in this bill, in view of the fact 
that it is a new program, we should provide funds for capital invest- 
ment in underdeveloped areas? Not just technical aid, that is, but 
capital investment ? 

Mr. Baker. That is correct. 

Mr. Javits. And you think the best way to do that is through loans 
made through an affiliate of the International Bank? 

Mr. Baxer. Only partially. Actually, we are recommending a 
larger allocation of funds to the United States Export-Import Bank. 

Mr. Javrrs. Do you feel the Export-Import Bank then ought to 
change in this regard and make capital investment loans instead of 
commodity or material loans? 

Mr. Baxer. Both. 

Mr. Javirs. But you understand that would be a different role than 
it has played before ¢ 

Mr. Baxer. That istrue. In addition, we would like the incentives 
and the assurances that would assist private investors in the United 
States, we would hope, to carry out as much of those as possible. 

Mr. Javirs. I might say it interests me to see an organization like 
your own recommending relief from double taxation in order to get 
private capital invested abroad. I think that is a very good thing, 
and I am glad to see it. 

Mr. Baxer. We are interested in particularly the underdeveloped 
areas, but in all the rest of the countries there should be building of 

lant capacity, expanding resources, exploration, developing and 

uilding their fundamental economies. 
: a Javits. You have great faith in American business to do that 
job? 
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Mr. Baker. That is right. Or, if some of the limitations are taken 
out of it. 

Mr. Javrrs. That is right. Thank you very much. 

' a CaRNAHAN (presiding). Are there any other questions? Mr. 
‘ulton. 

Mr. Fuuron. On the form of guaranty spoken of, do you not think 
it would be wise to go further and have a guaran against loss of the 
investor’s capital through the change in rates of Sadan exc ‘hange ¢ 

Mr. Baker. We have said “through no fault of their own,” which 
would cover that, and changes in governments, and confiscations, if 
that should happen, and so on. 

Mr. Fuuron. One of the problems, and I believe one of the reasons 
why the present guaranty provision is not used more by businessmen, 
is that each foreign government, through its own fiat and its own 
separate action, ean by change of the currency value immediately 
w tr ye Out a person’s savings. 

r. Baker. We would hope that part of that would be taken care 
of in these treaties we recommend. In other words, that an assurance 
against that sort of thing would be incorporated in the treaty that 
could be worked out and negotiated. 

Mr. Furron. How would you go about implementing your recom- 
mendations for land reform abroad? Do you have any particular 
program that would be generic, or would you approach each country 
separately ? 

Mr. Baker. It would have to be done in each country separately. 

I spent about a year in South Korea in the South Korean land 
reform and I could tell you what we did there. The land reform that 
was accomplished under General MacArthur’s direction in Japan was 
a little bit different. The one they are doing now in Formosa is 
‘vet different from either of those two; and the one that ECA is spon- 
soring now in Italy is still yet different from the others. 

Mrs. Bouron. Would it not have to be? 

Mr. Baker. There is no other way that it can be that I know of. 

Mr. Fuuron. So you have no set program then as to the imple- 
mentation of the land reform, but you do reach a result in each 
country ? 

Mr. ‘Baker. We feel that attention to the land-reform aspect of 
any economic development program should be thoroughly considered 
for each technical assistance project and each economic development 
project as it is developed, as it comes up for approval, and as it is ac- 
tually operated. 

Mr. Furron. In conclusion, do you then believe in countries which 
have repressions of civil rights and bad economic land tenure rules, 
that either through treaties or through bilateral agreements, or 
through the implementation of this program that we should begin to 
bring them over to the democratic ideas, and also to influence and 
reform those systems ? 

Mr. Baxer. I might say that our definition or concept of land re- 
form is a very broad one, including equitable farm taxation, free 
farm organization, farmer owned and controlled cooperatives, as well 
as what is usually considered just strictly land tenure. 

The answer within that context is that we feel that through the 
three means you mentioned an awful lot, or very much good can be 
done in the way of proving that democracy will work for the people, 
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and that that is the soundest and solidest long-term measure if the 
invading army is not next door to the glittering promises and lures 
of this Communist ideology. 

Mr. Carnanan (presiding). The time of the gentleman has ex- 
pired. 

Are there further questions ? 

Mr. Furton. May I just finish and conclude that ? 

Mr. CarnaHAN (presiding). You have used your 5 minutes. 

Are there any other questions ? 

( No response. ) 

Mr. Carnanan. (presiding). If not, we will go ahead to the next 
witness. 

Mr. Futron. Could I just sum up what I meant, please, Mr. Chair- 
man ? 

Mr. Carnanan (presiding). All right. You may have one more 
minute. , 

Mr. Furron. Therefore, in Yugoslavia and in Spain on the other 
side, the United States then should attempt by means of this program 
to obtain reforms at this time? 

Mr. Baxer. Yes, sir. 

Mr. Fourron. Thank you. 

Mr. Baker. We should also, if I may add to that, be looking for 
every avenue possible to extend democracy beyond where the iron 
curtain is now located. 

Mr. Futron. Thank you. 

Mr. Carnauan (presiding). Thank you very much, Mr. Baker. 

Our next and last witness for the evening is Mr. Boris Shishkin, of 
the American Federation of Labor. You have a prepared statement. 
Did you want to file that? 


STATEMENT OF BORIS SHISHKIN, ECONOMIST, AMERICAN 
FEDERATION OF LABOR 


Mr. SutsuKin. I have a prepared statement which I would like to 
present to the committee, if I may. 

I want first to thank the committee for the opportunity for me to 
appear here on behalf of the American Federation of Labor. I am 
very glad to have this opportunity, ont geet since in the last 3 
years the committee was particularly kind to me in giving me a hear- 
ing as a representative of the ECA, where I served as the Director of 
the European Labor Division. This year I appear in a different capac- 
ity, representing the American Federation of Labor. 

I returned to this country from the overseas assignment a short time 
ago. In addition to the 3 years of service as the Director of the Euro- 
pean Labor Division I was given a special assignment by our special 
representative in Europe, which included a survey trip over a number 
of western European countries, just before my return to the United 
States, for the purpose of reporting on the current developments 
particularly. 

The American Federation of Labor supports the Mutual Security 
Program outlined in the President’s message to Congress of May 24, 
1951, and strongly urges authorization of the necessary funds to carry 
this program into effect without delay. 
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Both the military and the economic assistance to other free nations 
contemplated in this program are vital and urgent. The defense of the 
United States and its national security are intimately bound up with 
the execution of this program of aid to other nations. Labor, there- 
fore, looks upon this program as being of equal importance with the 
defense production program and other domestic measures essential 
for our national defense. 

During the last few weeks the Kremlin has drastically changed its 
propaganda tune. It has suddenly begun to proclaim peaceful neigh- 
bayiaces and amity toward the free nations of the west, including even 
Great Britain and the United States. This “new look” in Communist 
— is designed to beguile us and to lull the aroused American 
giant back to sleep. But the American people know better. They 
refuse to be beguiled. They realize that the Soviet attack upon the 
free world is not a threat—it is a grim, ugly, and persistent reality. 

This Communist attack is being waged with increasing intensity in 
many forms and with many weapons. The most dangerous among 
these weapons are internal subversion, political infiltration, and 
psychological warfare. These weapons are used to spread disaffection 
and unrest among the free nations and to bring division in the free 
nations’ ranks. They are used, above all, to win time for the rearma- 
ment of the Moscow-controlled Communist bloc. 

Time is, therefore, of utmost essence. We are most gratified by the 
diligence of the Foreign Affairs Committee, which is holding three 
sessions a day, including night sessions, in order to give this particular 
program speedy as well as thorough consideration. 

Our only wish, Mr. Chairman, is that the rest of this present Con- 
gress would give as much attention to the time and urgency of the 
responsibilities before it at this time. 

The Mutual Security Program is one of the foremost responsibilities 
of this Congress. We ask that it be authorized speedily and in full, 
in the light of comments and recommendations the American Federa- 
tion of Labor here submits. 


ECONOMIC AID NO LESS IMPORTANT THAN MILITARY 


Our program of military preparedness and our military assistance 
to the free nations standing with us are for defense and defense alone. 
We need modern military strength to deter the Soviet: Communist 
forces from invading free and peaceful nations. For us, a defense 
common with the other free nations is the only effective defense. 

Labor supports the proposed military assistance to the free nations 
threatened with Communist aggression. We believe that the rapid 
development of defensive self-reliance on the part of our associated 
free nations will prove an effective safeguard against Communist 
military aggression. 

Yet, rearmament is only a part of security. Advancing communism 
relies on military force, not as the first, but as the last, resort. Frontal 
attack is the exception and not the rule in the Kremlin tactics. Infil- 
tration from within each free country invariably precedes and pre- 
pares the ground for invasion from without. . 

Once the groundwork is laid through covert infiltration and sub- 
version, overt aggression using force is carried on by proxy, as much 
as possible. The shooting may be the result of Soviet-inspired in- 
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ternal strife or it may be launched by a satellite puppet on Moscow’s 
orders. 

The greatest pitfall for us would be to fail to recognize the true 
menace of this technique of vicarious aggression, whereby repeated 
blows can be delivered to freedom and free institutions without in- 
ear, np single Soviet military unit. The gravest mistake for us 
would be to assume that rearmament alone can make us secure and to 
neglect the paramount need for continuing economic assistance. 

The program of economic aid which can effectively deal with the 
sources of unrest and disaffection in the free countries is by no means 
secondary to rearmament. In terms of timing and in certain eco- 
nomically weak areas it deserves prior consideration. 


POSITIVE POLICY NEEDED 


The greatest strength in the American foreign policy since the end 
of the war has been in the positive leadership and the positive initi- 
ative taken by the United States in the building of the free world, 
embodied in the Marshall plan and the point-4 programs. 

We can easily lose both the initiative and the leadership if we trade 
in the positive character of these programs on a purely defensive 
model. We have just begun to prove to others that human betterment, 
high employment, and increasing real income is made possible in an 
expanding economy such as ours. We have just begun to show how 
the free people can accomplish this with a minimum of aid and 
through reliance on their own skills and resources. Our aid to this 
end offers a promise far more real than any promise of a Communist 
dictatorship: 

Such ad need not be costly. The essential minimum of economic 
aid plus a substantially developed program of technical assistance 
can accomplish much at a small cost. It is essential that such aid be 
continued as an instrument of a positive policy of the United States. 
Development of productive resources, increased productivity and, 
above all, sharing by those who work in the increased production and 
lower costs should spearhead the positive task of our economic aid. 


AID SHOULD BE CONDITIONAL 


Economic assistance in the future should be based on the agreement 
by the nations aided to use this aid toward the maintenance of high 
employment and the increase in the real income of their people. 

The Government of the United States has an obligation to make 
sure that its economic aid will be used for the positive purposes to 
which America is committed. 

All our domestic programs of Federal aid within the United States 
involving grants and loans require the acceptance by the State and 
municipalities of standards on the maintenance of which this aid is 
conditioned. We see no reason why this approach should be aban- 
doned in the foreign-aid program. Advance acceptance by the par- 
ticipating countries of broad positive conditions would place the 
responsibility on them for specific legislative and administrative ac- 
tions in order to make sure that the aid is put to positive uses. 

Foremost among such conditions should be the agreement on the 
part of the recipients of our aid to further the improvement of real 
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income consistent with defense and to provide for highest attainable 
employment. In many of the nations of the free world direst poverty 
and widespread privation still prevail. The positive purpose of 
American aid should be to work such improvements as may be pos- 
sible to stamp out poverty and increase the real income of the great 
mass of the people. 

In order to carry this positive approach into effect, we recommend 
that section 102 of the Economic Cooperation Act of 1948 be amended 
to include the following in the declaration of policy: 

It is declared to be the policy of the people of the United States to provide 


economic assistance to countries pledged to promote, to the extent consistent 
with their national defense, national and international action designed to attain 


the following objectives: ; 
1. To assure a large and steadily growing volume of real income and effective 


demand, and the attainment of the higher standards of living. 
2. To increase the production, consumption and exchange of goods, and thus to 


contribute to a balanced and expanding economy. 

8. To promote full and productive employment. 

4. To foster and assist such industrial and general economic development, 
particularly of those countries which are still in the early stages of industrial 
development, as will contribute to the achievement of higher living standards, 
and to encourage the international flow of productive investment toward this end. 

5. To enable countries, by increasing the opportunities for their trade and 
economic development, to abstain from measures which would disrupt world 
commerce, reduce productive employment, lower living standards, or retard 
economic progress. 

I might add, Mr. Chairman, the language contained in this pro- 
posed recommendation, to be included in section 102 of the Economic 
Cooperation Act of 1948, which undoubtedly will be integrated in 
any of the proposals for the continuation of the program, is the 
language to which the policy of the United States is already com- 
mitted. 

In our agreement with the United Kingdom on tariffs and trade 
as long as 6 or 7 years ago this was the basic position taken by the rep- 
resentative of the United States. 

Mr. Fuvron. I have just said to Mr. Javits that is familiar language. 

Mr. SuisuKr1n. So we feel that the United States should not hide 
its light under a bushel and refrain from stating its purpose affirma- 
tively. We should state that our purpose in all the cooperative effort 
among the free nations is to attain these positive objectives behind 
which the American people stand. To fail to state it would be to 
miss the greatest opportunity we have today to show the people not 
only within the free countries, but the people behind the iron curtain, 
that this is the purpose of our entire activity. This is why we are the 
liberators. We must show that we are not merely doing everything 
we can in order to provide guns, tanks, and bazookas for military 
effort, but that we have a positive purpose in mind. In that way I 
think you can lick the fear of having some Soviet divisions break 
rank and run across the border. Because only when we are, through 
every means available to us, able to say to everyone who can under- 
stand human language that we are standing today as the leader in the 
world for a positive purpose of this kind, only then would we be 
soy Bay foundation upon which our economic-assistance program 
must be founded in order to succeed. 
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SINGLE, INDEPENDENT OVERSEAS ECONOMIC ADMINISTRATION 


We strongly recommend the unification of the foreign economic 
activities of the United States Government in a single independent 
agency under an Administrator responsible to the President of the 
United States. We believe that both the economy and the effectiveness 
of the several foreign economic programs would be greatly enhanced 
by such an integration of the. foreign economic activities of our 
Government. . 

Of course, the foreign policy of the United States must be a con- 
certed policy. The responsibility for this policy must rest with the 
Secretary of State. Within the framework of agreed general policy, 
economic policy decisions can and should be made by the Foreign 
Economie Administrator, or the Overseas Economie Administrator, 
which is the term which has been suggested by some others. 

Experience of the Economic Cooperation Administration has dem- 
onstrated that unity and harmony in the operations can be maintained 
while retaining independence of the economic agency in operations 
and economic policy decisions. Closest coordination among all agen- 
cies concerned both at home and abroad is, of course, indispensable 
to successful operation, 


ECONOMIC ASSISTANCE SEPARATE FROM DIRECT MILITARY FUNCTIONS 


The functions of economic assistance, mutual economic coopera- 
tion, and economic development should be kept distinct and separate 
from direct military responsibilties involved in the military aid. The 
effectiveness of the miltary program, as well as that of the economic 
program, will be increased if the military decisions relating to organ- 
ization, deployment, and procurement requirements of the Armed 
Forces are handled by the Department of Defense for the United 
States, where they properly belong. 

By the same token, the problems of defense production, contract 
allocation, and civilian manpower should be in civilian hands and 
handled for the United States by the Overseas Economic Admin- 
istration, 

I would like to add a word on this point which I think is extremely 
important. There is a real problem that has developed, particularly 
durmg recent months, and perhaps since last summer, when Mr. 
Spofford took over NATO, and the gradual development of two 
distinct organizations—OEEC and NATO—was taking place. The 
problem is to develop an area of clear agreement as to where the 
military decisions stand in relation to economic organization and how 
independent those decisions are of civilian interferece with regard to 
military matters. 

On the other hand are the decisions that should be made by civilians 
in the context of the NATO concepts as well as the concept of the 
OEEC in Europe. Experience, with which I have had a good deal 
to do at first hand, has shown this can be done, and certainly needs 
to be done. 

THE MILITARY PROGRAM FOR EUROPE 


The proposed program calls for military assistance for Western 
Europe for fiscal year 1952 totaling $5,293,000,000.. This amount is 
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designed to provide almost entirely military equipment and supplies 
to be produced in the United States. It is to be supplemented by 
military training and technical assistance aids. 

Under the leadership of General Eisenhower remarkable progress 
has been made in developing within Western Europe a defensive 
military force-in-being. A notable degree of agreement has been 
reached in pooling the military resources of the Allied Powers in 
Europe. as we have seen by the developments in the last 2 days. 

Despite extremely weak economies still suffering from the chronic 
ailments afflicting the economic structure of Western Europe and from 
the ravages of war and postwar inflation, our Western European allies 
are doing their full part toward the building of military defense. 
England and France, for example, are devoting in 1951 as great a 
share of their national product to military expenditures as we do in the 
United States. The proposed program is essential to sustain the 
accelerated pace of defense activities needed to keep Western Europe 
free. 

The North Atlantic Treaty Organization is engaged in the equally 
important task of developing programs necessary to sustain the 
defense activities and to coordinate the defense supporting efforts of 
the NATO countries. The job of organization of defense mobilization 
and defense production in Western Europe is properly a civilian 
responsibility and should remain in civilian hands. 

We wish to emphasize the need to develop standards and policies 
whereby the impact of defense mobilization would result in the min- 
imum of disruption in the still precarious economies of Western 
Europe. It is urgently necessary to press for agreements under which 
contract allocations and defense production in the free countries of 
Europe would be based on the criteria of maximum utilization of 
unused capacity available in Western Europe, the maximum employ- 
ment of available manpower, and the maintenance of fair labor stand- 
ards. We ask that the United States representatives in the NATO 
be directed to press for these obligations. 

Let me say this, Mr. Chairman: In the work of the NATO and 
the Defense Production Board in Europe, we have a real problem. 
We know from experience now how deeply involved the questions are 
with which Mr. Wilson’s Office of Defense Mobilization is struggling 
in this country. In Europe, we have the NATO Defense Production 
Board in which the task is 10, or 20, or 100 times more difficult because 
of the different standards in different European countries. But no 
provision is made today that will give assurance to the great mass of 
the workers in Europe that their interests will be safeguarded, or that 
the contract allocation will be on the basis that will help their coun- 
tries: and that we are taking cognizance of their problems and that 
these standards are being considered. 

The second question, whichis of extreme importance also, is that 
in the supporting programs in Europe, in which the actual allocation 
of funds for European production may now develop, it is vastly im- 
portant it seems to us to make sure that there is an agreement, an 
advance agreement, on the part of the European countries that they 
will be willing to utilize the facilities of a neighboring European 
country where that excess capacity is available. 

In my experience in the discussions in the committees dealing with 
this problem there has always been a reluctance, which is being grad- 
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ually overcome with a great deal of difficulty, to provide an agreement 
for contracts that will be let in Italy, for example, where there is 
unused capacity. In Italy, there are high skills, unemployed skill, 
available skills, as well as unused capacity for many saccauntel opera- 
tions as well as the assembly of component parts which may even be 
produced in the United States. 

Yet, with a scarcity of time and skills we are abandoning the Italian 
unemployed to the fate of joblessness only because at the diplomatic 
level there is not the drive to make sure that provision is made for 
them, for the sake of economy and to accomplish the positive purposes 
we have in mind. 


THE EUROPEAN RECOVERY PROGRAM 


It is now less than 3 years since the Economic Cooperation Admin- 
istration became a going concern in Europe. During this short time, 
mutual cooperation of Western European countries, their self-help 
and, above all, American aid, have made possible tremendous strength- 
ening of the economies of Western Europe. 

The Marshall plan, conceived and administered on a voluntary basis, 
has averted economic disaster and bankruptcy of Western European 
nations. It has made possible a strong organization for European 
Economie Cooperation carrying on the task not only of gradual in- 
tegration of Western European economies, but also of cooperative pro- 
graming in the development of Europe’s future economic resources. 

The Marshall plan made it possible to stop inflation and prevent 
financial collapse in most of the Western European countries. It 
helped avert mass unemployment. It created the European Payments 
Union which, by removing the barriers to monetary exchange, primed 
a free flow of currency and credit necessary to sustain trade among 
European countries. By closing the dollar gap and reestablishing a 
large measure of the balance of payments between Europe and the rest 
of the world, the Marshall plan has made it possible for European 
countries to begin to pay their own way in providing for their needs. 

With the exception of France and, for different reasons, the Nether- 
lands, the Marshall plan has made it possible for most of its partici- 
pating countries to raise the real income of their wage earners sub- 
stantially above prewar levels in a remarkably short time. It has 
helped sustain full employment in most of the countries and made it 
possible to reduce unemployment in others. It provided means for 
freer movement of workers across national boundaries. It has helped 
discover outlets and means for overseas migration to surplus popula- 
tions in Europe. 

It has provided technical assistance for the difficult and important 
task of rehabilitation and economic integration into the Western 
European economy of some 10 million refugees and expellees from the 
other side of the iron curtain, and some of them very recent arrivals. 

And, it has launched a program designed to enable European in- 
dustry to increase productivity, basing the productivity program on 
the principle that the benefits of reduced unit costs will not be con- 
fined to increased profits, as in the past, but will be passed on to bene- 
fit the community in the form of lower prices and increased wages. 

In the development of these programs labor played a vital part 
through the activity of Trade Union Advisory Committees, estab- 
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lished in most of the ERP countries, as well as through the work of 
the ERP-TUAC, now merged with the European Regional Organ- 
ization of the International Confederation of Free Trade Unions and 
the activities of many international trade secretariats. 

In the short time of the Marshall plan operation, a firm founda- 
tion has been laid for building a strong Europe—a free and united 
Europe. 

The crucial question before this Congress is, How should the re- 
mainder of the program of European recovery be related to the mutual 
defense of Western Europe ? 

There is before the Congress the proposed economic program for 
Europe totalling $1,675,000,000, We regard this amount as the abso- 
lute minimum consistent with the discharge of the responsibilities 
the United States has assumed toward the completion of the task 
undertaken in 1948. But we are deeply apprehensive about the man- 
ner in which the future program is to be administered under the pro- 
posals now before the Congress. 

Economic assistance is completely subordinated to military defense 
in the proposed program. The economic aid is put entirely in de- 
fensive terms. The justification given it is a purely emergency justi- 
fication. ; 

We question the wisdom of this approach. The relationship be- 
tween the United States and the free nations of Western Europe is 
not an emergency relationship. It is, and should be, lasting and per- 
manent. Our dependence on a free Europe, a Europe growing in 
strength, is just as vital as the dependence of Europe on a free and 
strong America. 

We should state our purpose and our policy in positive terms. 
Short-term needs and emergency steps should be made subsidiary to 
long-term objectives. We should recognize that a diminishing amount 
of temporary aid is indispensable to achieving long-term goals. 

Every American should recognize what the economic assistance 
under the Marshall plan has meant in the past and what economic aid 
will mean in the immediate future. It should be clearly realized that 
every dollar spent to assist the European recovery was spent, not 
abroad, but in the United States. 

Since I have returned, Mr. Chairman, I have visited almost all of 
the States in a very short time. I have seen a number of factories 
which would have shut down, which were primarily wartime plants, 
in which there were thousands of workers who had migrated from 
other sections of the United States to do war work and who had been 
stranded at the end of the war, and all of that stranded population 
would not have been employed if it had not been for the Marshall 
plan aid. These workers would not need any explanation of what I 
am trying to state here because they know it from their own very 
vivid experience. 

Our aid has not been for selfish ends. However, we have to em- 
phasize this point because the great majority of the American people 
still think these vast amounts of money are sent abroad, are never 
returned and are not playing a productive part in this country. 

It should be understood that if it had not been for the large-scale 
employment generated by the Marshall aid in the United States, the 
mild recession we experienced in 1949 would have undoubtedly ex- 
tended into a full-fledged depression. 
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It should be recognized also that the rapid expansion taking place 
in our economy as the result of the defense program is generating 
industrial capacity and employment opportunities which will not be 
‘sustained indefinitely unless our growth is matched by the economic 
development elsewhere in the free world. We will be paying a small 
price in supporting the flow of exports desperately needed abroad in 
relation to the future gains we will get from the growing markets for 
our goods in foreign countries this aid will generate in the future. 

We are keenly aware of the fact that the European countries have 
been doing, and are doing, their full part in terms of both self-help and 
mutual cooperation to translate the limited amount of our assistance 
into a vastly greater program of economic expansion. They have been 
doing this under enormous handicaps which have been overcome only 
because of their unswerving adherence to the principles of mutuality 
and constructive cooperation. 

Commodity speculation and raw material shortages since Korea 
have dealt a severe blow to the economies of Western Europe. Al- 
though the Marshall plan stopped inflation in the ERP countries in 
1950, a new inflationary round has been set off, cutting deeply into 
the real income of the mass of the Europeans. ; 

Let us look at the basie facts of economic life in Western Europe. 
Here is the comparison of the per capita income in the United States 
in 1949 as compared with some of the Western European countries. 

May we have that table reproduced in the record ¢ 

Mr. Vorys. That is a table I have been looking for for 3 weeks and 
it is the first time we have had it. Thank you. 

Mr. Carnanan (presiding). We certainly appreciate your putting 
it together. It will be copied in the record. 

Mr. Vorys. We feel pretty sure of the statistics too. 

(The table referred to is as follows:) 


Per capita incomes, 1949 


United States_..........._.... $1, 488 | feeland..____ = SR AGEL nano banter S476 
EL RSE Saale Ree Ser oe Ee es ees 42 
I 780 | Western Germany_____._______ 320 
| Se ee eR SR a ee ae Ce Oe ee 250 
Se Lee 689 | Italy_.—~_- ime PTE EOL. Se 235 
al REET Bi 3S EE Sl a oe Be SE ee 216 
_ Fa POS eee 4 feds 582 | Greece___________ aie ti 3 128 
SR NE i siti spunk cet eens eS OORT oie sk a5 lke 125 
, | Sse jel a 482 





Source: Statistical Office of the UN. 

Mr. SuisuKiy. I would like to point out that roughly here is the 
picture in Europe. The per capita income in the United Kingdom is 
roughly half of the per capita income of the United States. 

The per capita income in France is roughly six-tenths of the per 
capita income in the United Kingdom. 

The per capita income in Italy is roughly half of the per capita in- 
come in France. 

So, you have these disparities in the standards of living that have 
to be recognized when we are dealing with the problem of economic 
integration, or with objectives that are long-term objectives that need 
to have, broadly speaking, a short-term program to accomplish them. 

In this connection I would like to point out also that it is inereas- 
ingly apparent from this very comparison of what we are dealing with, 
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what still remains to be done in the situation. The dollar gap, as we 
understand it, and as the professors of economics, some of whom are 
now engaged in governmental activities, have been interpreting it for 
some time, is a limited kind of a problem. There still remains a 
residual problem we cannot overlook. 

It is not enough for us to close the dollar gap. We have to look at 
these comparative figures and find out what can be done in those coun- 
tries with a low income so as to prepare them to resist Soviet aggres- 
sion. The way to do it is to win the minds and hearts of these people 
with the low standards of living, and the source of that inspiration is 
in the United States. 

Much has been said about the effect of the Marshall aid on the 
standard of living of European workers. Some critics have com- 
plained that the Marshall aid has made the rich richer, and the “wad 
poorer, repeating the charge made by the Communist propagandists. 
This charge is false. The available figures show that the real earn- 
ings—that is, wages adjusted for the cost of living—have increased 
in virtually every Western European country between March 1948 
and the end of 1950. 

The real earnings were virtually unchanged during this period in 
the United Kingdom, and they have declined 3 percent in the Nether- 
lands where the decline was due mainly to the loss to the Dutch econ- 
omy of foreign exchange in the east and a high rate of investment 
at home. 

In France the real inconie of a worker with two children increased 
1.7 percent during the Marshall plan period; in Italy for a worker 
with three children, 11.1 percent. 

In Austria the worker’s real earnings increased 23.1 percent; and 
in Western Germany, 61.3 percent. 

The result is that with the exception of France and the Netherlands, 
the real earnings of wage earners in all ERP countries were above 
the prewar level of 1938 by the end of 1950. In the Netherlands 
these earnings were still 16 percent short of prewar and in France 
almost 20 percent short for a worker with two children. They were 
even shorter for a single worker because the family allowances play 
an important part. 

I am reciting these figures particularly because I think it is terribly 
mportant for us to look at the real facts and put them in the proper 
perspective. It is very easy for anyone looking at the conditions of 
wage earners in one of these countries to say the Marshall plan has 
done thus and so, or this was the effect of the Marshall plan. 

The very narrow relative margin of aid the Marshall plan has pro- 
vided has been directed in almost its entirety to the capital invest- 
ment for the development of the dormant resources of these countries. 

Capital investment in hydroelectric plant means investment in fu- 
ture power for future production in consumer goods only at a later 
date. It is not immediate. 

Yet there is a very real problem on the part of many of the Euro- 
pean governments in their failure to take the necessary. measures to 
see that the recovery has been progressing equitably. Therefore, we 
see wide disparities in the different countries. There has been a 
question long debated as to the extent which any American mission in 
a foreign country should intervene or not intervene in that country’s 
internal affairs. 
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We feel that this question can be resolved by the kind of thing that 
was done in the adoption of the Marshall plan at the beginning. 
Stated in broad terms it would be a requirement placing the obliga- 
tion on the foreign government to undertake the necessary measure: 
through their own legislative powers, with full preservation of their 
sovereignty, to insure across the entire range compliance with the 
basic purposes I have stated here. 

Two things must be borne in mind in connection with this economic 
analysis. One is that in the past 3 years European reconstruction 
called for heavy capital investment. The heavy outlay in capital 
a aa could not bring an immediate increase either in the supply 
of consumer goods or in the standard of living of the workers. 

But this investment has laid a firm foundation for increasing living 
standards in the future, if sound policies are pursued by the countries 
concerned. 

The second factor is the basic disparity in the earnings in highly 
industrialized countries, such as the United States, and the indus- 
trially backward countries of Europe. A recent study by Irving 
Kravis, of the Bureau of Labor Statistics, on the Work Time Required 
To Buy Food, shows the disparity in the level of earnings before the 
war and in 1949 and 1950. 

By 1949, the buying power of the workers’ earnings in terms of 
food equaled or exceeded the comparative prewar level of relation 
to the United States in all countries except France, Austria, and Ger- 
many. This study reveals that between 1949 and 1950 the buying 
power in the ERP countries did not keep up with the United States 
where an improvement has taken place. 

Thus, the 1950 comparison shows some deterioration in the buying 
power of Western European workers in Austria and Germany, and 
especially in France. 

Mr. Chairman, I would like to have this table, which gives this com- 
parison inserted at this point in the record. 

Mr. CarnaHAN (presiding). Without objection, it will be done. 

(The table referred to is as follows :) 


Indexes of purchasing power of hourly earnings’* in terms of food, prewar, 
1949 and 1950 


[United States = 100] 


i} 














| 
Pre- | | i} | Pre- | | 
War | 1949 | 1950 || | war | 1949 | 1950 
| | } 
Austria (Vienna) ...._..._---- 38 26 | 28 | PAs coc bhesaondcoc soon. ee ae 24 
Denmark.................-----| 73| 90] 73 || Netherlands.......-00.----..| 45) 47 | 38 
France (Paris) .---- eS 68 37 | 31 || Norway. ..........-- ED fa 88 | S4 
NS RT RS Se pea: |) | eee 68 | 68 
Great Britain..----------------| 73 | 80| 73 |) Switzerland... ---------..---- | 4°] 51] 46 
Ireland ___._-- awoowcdat ae ft: a 46 | } 








! Work Time Required To Buy Food, Irving B. Kravis, Monthly Labor Review, February 1951, pp. 
143-151. 


Mr. Suisixtn. I think it is a crucial point that has been over- 
looked and is not sufficiently understood in this country, that the 
prewar levels in the European countries, by and large, with variations, 
of course, were vastly lower than the level of the ability of the Ameri- 
can wage earner to purchase for an hour’s work the food that is neces- 
sary to sustain him. 
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The war has meant a terrific drop in most of the countries in that 
standard. 

In Germany, for example, before the war it was about half our 
standard. You had to work 2 hours to buy what we work 1 hour 
for in the way of food. After the war it was only a third. ; 

So you can see the basic relation in terms of food, which is the 
essential burden on the purchasing power of the European worker, 
and which provides the measure by which we can estimate our con- 
tinuing responsibility in economic assistance. ; 

The plant in Morgantown, W. Va., which I visited recently, which 
had been engaged in the making of fertilizer under the Marshall plan, 
has a personal concern in this because they know that fertilizer which 
they have produced, and which gave them jobs, has given the European 
countries an ability, with the fertilizer, to develop production them- 
selves, not to be relying on the United States taxpayers for continuing 
support. 

That is the dramatic example of the kind of thing this problem in- 
volves, and which cannot be written off because the dollar gap is closed. 

The significant fact is that the workers of Italy could earn in an 
hour only about one-fourth of the amount of food an American worker 
could earn before the war, and this ratio had not substantially changed 
by 1950. But this disparity is clearly not the failure of the Marshall 
aid. Actually had it not been for the Marshall aid, Italy would have 
been swept by a devastating famine instead of being able to maintain 
even the at level of living they have. 

There are two considerations we believe Congress should have in 
mind in this connection : 

(1) Economic assistance should be made conditional on policies 
which would translate increasing productivity into higher wages and 
lower prices under the policy we recommended in the amendments to 
the Economic Cooperation Act I suggested earlier. 

(2) Affirmative steps should be takett by the Overseas Economic 
Agency to make sure that the investment capital accumulated by the 
participating countries, much of which is outside their own borders, 
should be put to work toward the economic recovery of these coun- 
tries. Repatriation of the escaped capital held for foreign accounts 
can make an enormous contribution toward stepping up the progress of 
economic development in Western Europe. 

Mr. Chairman, I have not seen any evidence of any aflirmative 
action taken by the United States to make sure that appropriate 
steps be taken, in the light of the vast amount of foreign private 
investment capital being sheltered within our own country when 

Mr. Herrer. Has the gentleman taken it up with the Secretary of 
the Treasury ? 

Mr. SuisuKkin. My witnessing of this problem was in a capacity of a 
bureaucrat, in our Foreign Service. I was not in a position to take 
the problem to the Secretary of the Treasury. 

Mr. Herrer. Excuse the interruption. 

Mr. SutsuKrx. With regard to the labor program of ECA, I 
wanted to say very briefly this much and leave whatever else the com- 
mittee might like to know to questions. 

Operation of the ECA’s labor program has been of strategic im- 
portance. It has resulted in positive progress toward increased pro- 
ductivity, manpower utilization, migration of surplus population, 
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and resettlement and integration of refugees. Above all, the labor 
program has brought free European labor into a direct partnership 
with the programs of economic Tevebintnent in individual participat- 
ing countries and in Western Europe as a whole. 

This program reaches far beyond the assistance provided under 
the country programs in strict economic terms. Utilizing the re- 
sources of technical assistance and exchange of personnel, the labor 
program should continue to play a larger part in strengthening the 
anti-Communist European ies. independent of the dollar aid 
provided. 

This particular phase of the labor program should be based on 
the acceptance of the free and independent democratic unions in 
Western Europe as the primary instrument of European labor policy. 
The International Confederation of Free Trade Unions is the agency 
which we must accept and rely upon for furthering the objectives 
of the European workers through the representatives of their own 
choice. 

Greater utilization of facilities to the trade-unions of the United 
States, especially to receive delegates of the European trade-unions, 
would further the objectives which we have already advanced among 
the Western European nations. 

To put it in a sentence, my experience with the labor program is 
that it is fundamental to the program as a whole. We have to realize 
we are strengthening these countries. Their institutions are the 
ones we have to rely on, we must make sure that we do not have a 
number of people brought over with our assistance who go over to 
Europe and begin to tell the others what to do and how to do it, setting 
themselves up as a complete judge. 

If the Europeans have democratic institutions, and if they have a 
free trade-union movement, that is the test of their ability to deal 
with these problems. 

The American Federation, of Labor wishes to emphasize the key 
importance of assistance to underdeveloped territories in which a 
relatively small amount of aid can bring the largest returns. The 
American Federation of Labor was represented by Mr. Lewis G. Hines 
on the International Development Advisory Board headed by Mr. 
Nelson Rockefeller, and supports the basic findings and recommenda- 
tions in the report of that Board. 

I might add that Mr. Rockefeller asked me to serve briefly as a 
consultant but my service was so brief, and limited to the final edit- 
ing of the report, that I do not think my contribution is of any great 
significance. I did quite a bit of work on the preliminary studies lead- 
ing to the report. 

The present appropriation before Congress calls for $85,000,000 
under the point 4 program. We regard this appropriation as, indeed, 
a modest step in the development of a cooperative point 4 program. 

The program of international development is based on the proposi- 
tion that the free nations of the world working together with the 
underdeveloped countries, each making its proportionate contribution 
toward the total effort, is indispensable to the success of the program. 

This is by no means a give-away program. It is one that will 
start us on the way toward growth and betterment of the standards of 
living in the most depressed areas of the world where the greatest 
strides could be made in economic progress. Let me stress the state- 
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ment made by the International Development Advisory Board with 
regard to labor standards. The Board said: 

Improving the standard of living of the people of the underdeveloped areas is 
a definite strategic objective of United States foreign policy. That grievances 
are constantly being exploited by subversive forces hardly needs elaboration. 
Soviet agents have been particularly diligent in efforts to propagandize and con- 
trol industrial and rural workers. 

The free trade-unions in the underdeveloped areas have done a praiseworthy 
job in fighting off Communist and Fascist infiltration, while striving to better 
the lot of their members. In this they have been aided with funds and advice 
from United States trade-unions. The Advisory Board recommends the con- 
tinued encouragement of the free labor unions in the underdeveloped areas. 

We again reiterate the need of prosecuting this program in full and 
in placing it in positive terms of an affirmative United States policy. 

Above all, we wish to emphasize the need to utilize fully the trade 
union resources in both the substantive programs and in technical 
assistance. Labor must play a leading part in helping the balanced 
progress in economic development. For upon free labor falls the 
double duty as a guardian against Communist subversion and as a 
guardian against exploitation. 

I would like to add one word, Mr. Chairman, that in the contem- 
plated programs of capital investment we feel it is vitally important 
that the recommendation of the Rockefeller board to maintain mini- 
mum labor standards set by the LLO will not be overlooked. The 
minimum standards need to be maintained. The minimum labor 
standards need to be supplemented by a basis in which there is a full 
realization on the part of the people in those areas that the invest- 
ment will not be for exploitation. 

I want to thank you, Mr. Carnahan, for your patience and your gen- 
erosity in the time you have afforded me. I appreciate the opportun- 
ity to be heard. 

Mr. CarNAHAn (presiding). Weare grateful to you for bringing us 
this very thoughtful statement. It will be worth a lot to the committee 
in our consideration of the bills before us. 

I will not go around completely. I will do as I did before. I will 
recognize any of you who have questions for 5 minutes. Mr. Vorys. 

Mr. Vorys. Mr. Shishkin, are you going to appear before the Sen- 
ate committee ¢ 

Mr. SuisuKry. I think the American Federation of Labor will ask 
for an opportunity to be heard. 

Mr. Vorys. I hope you can do some missionary work there. 

We had some provisions in the point 4 legislation last year somewhat 
along the lines you recommend, I think possibly due somewhat to your 
inspiration. They died in conference. We are not permitted to speak 
of the other body, but I urge you to tell the story there too. 

I was encouraged when you said “advance acceptance by the par- 
ticipating countries of positive conditions.” Then your only legisla- 
tive suggestion was to change some words in the declaration of policy. 
We have found out that we can put anything we please in the declara- 
tion of policy, but unless you write in conditions that our negotiators 
have to consider, such as in section 115 in ECA, and we have a few 
in the point 4 legislation, our negotiators horse around and say, “Well, 
we talk to them about it. We used our influence and coaxed, but they 
did not want to do it. So we did not do anything about it.” I won- 
dered what your idea was about writing in positive advance conditions, 
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Mr. SutsHk1n. I will be glad to accept your amendment. Perhaps 
we have not gone far enough. We will be glad to go one step further. 
The reason I presented it this way was that in the Economic Coopera- 
tion Administration, which I think is an exception, they have ac- 
cepted the declaration of policy very literally. T hey pursued it almost 
to a fault in taking that to be a substantive part of the legislation. 

Section 102 is written a little differently. It is translated into an 
affirmative statement, into an operating policy, in the same section. 

The important thing is to have the acceptance by OEEC, NATO, 
and other international organizations which are formed to handle the 
aid provided, to write that into their operating instrumentality as a 
condition of their participation in the receiving and administering 
our aid. Or, if bilateral agreements are made, to have them written 
in the bilateral agreements where appropriate. 

Mr. Vorys. Thatis what I thought you were talking about, specific 
legislative conditions and advance acceptance by participating coun- 
tries of such conditions. They would not be the only conditions you 
recommend, but other conditions. 

We find this situation: We have stuff written into the purpose 
clause and elsewhere in ECA, and in MDAP. 

Mr. Foster comes here, the MDAP fellows come here and say that 
this is not going the way they thought it should, and the way we 
thought it should and the way we had it in the law, that they could 
not get them to do it. 

You have had some experience over there. I wonder if it might 
not help our negotiators to force them to say, “We do not want to 
hurt anybody’s feelings, and we are sorry, boys, but this time it is 
different. We have a new law. You do not get the money unless 
you agree to this in advance. Then if you do not go through with 
your agreement, we have to stop letting you have the money.” 

As you say, the money comes back here. Would that work‘ 

Mr. SHisukin. I would suggest, Mr. Vorys, that it will help a lot 
if the requirement be made in advance of the aid extended rather 
than in the specific negotiations. So our representatives would not be 
put in the position of trading on principles. This isa principle. That 
is the reason we stated it broadly. It should be made a condition, 
For example, there is a production-assistance program which is being 
developed in ECA, which has vast implications to the rebuilding of 
Europe on all fronts. 

That kind of a program, to our mind, will be effective only if it is 
conditional. If it is conditioned on the plant-to-plant basis in France, 
Italy, and any other country, where technical assistance aid and tools 
will be provided only if there is an agreement 

Mr. Vorys. A three-way split ? 

Mr. Suisu«in. Of making the benefits of that aid go to the con- 
sumers and the wage earners as well as the management. 

Mr. Vorys. I think I have taken my time. 

Mr. CarNnaHAn (presiding). Are there any other questions? 

Mr. Fulton. 

Mr. Furron. I want to thank Mr. Shishkin for his lucid and logical 
statement, as usual. We always enjoy his views when he comes here. 
I am interested about implementing the aid with economic conditions, 
but I am also interested in implementing the aid and the movement 
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toward greater democracy, with humanitarian conditions, liberties, 
and rights. 

My one suggestion on your statement would be that you have 
emphasized the economic. But also as a correlative there should be 
emphasis put on these conditions that have to do with the movements 
of the countries generally toward the economic liberties and the lib- 
erties that we know. 

For example, there might be a condition for freedom of religion 
in Greece, freedom of political prisoners. 

In Yugoslavia, for example, there might be the further release of 
people who stand up for human rights as officers of the Government ; 
witness the minister of the Government of the pre-Tito regime in 
the last few days. 

Do you not think under those circumstances that the conditions 
should be expanded somewhat so that on the basis of your premise our 
representatives are not trading in principles? 

Mr. SuisnHxrin. I think you are quite right, that our statement of 
purposes and our statement of principles ought to be underlying our 
relationship in this way. 

I would agree entirely with you if it were not for one question of 
getting involved politically. That is the extent to which we have a 
practical problem confronting a particular government today, let us 
say the Government of Belgium or Greece. At a specific juncture, 
when we come as representatives of the United States carrying eco- 
nomic aid and deal with the political questions involving freedoms of 
that kind, you get into something else. It may become a part of an 
economic bargain which might create a false impression with regard 
to our condition. 

Mr. Furron. Can we distinguish between two types of countries ? 
One would be the countries which have a dictatorship type of govern- 
ment, either right or left; the others are the countries that have funda- 
mental liberties that, nevertheless, need certain reforms, for example, 
against monopolistic controls and cartels. 

In the type country where public opinion can be influenced, we 
should proceed on one basis, that would be Turkey, Greece, Belgium, 
France. But in the other type countries, such as Tito’s dictatorship 
or Franco’s dictatorship, do you not think we would be doing the 
people a service by inserting a declaration of these principles as con- 
ditions ahead of time? We do not then negotiate or bargain on 
certain standards they must meet ? 

Mr. SuisuKkin. | think with that modification I would go along 
with you. 

Mr. Fuvron. For example, in Formosa, on the system of slavery of 
voung indentured girls that they have never corrected to this day. 
This is a system by which girls are kept as slaves without pay and sold 
by their families to other families for this purpose, and then later 
may be sold, as can now be done, under Formosan law into indentured 
services. We should proceed to put correction of those basic con- 
ditions as a condition upon which we will grant aid. Is that not 
possible ¢ 

Mr. StisnKin. I believe so. Of course, in Asia, where conditions 
are so different, our underwriting of aid on condition of major re- 
forms or kind of changes that are necessary, is clearly desirable. But 
the actual immediate steps to be taken in order to provide the first 
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move toward the institutions toward which these people would look, 
would be far wiser than to come with promises of pie in the sky. 

It will give more hopes as to the kind of things that are necessary 
as the first immediate step toward emancipation for a lot of people 
that have not even realized, despite the kind of revolutionary spirit in 
which they are imbued. 

Mr. Furron. The reason I am emphasizing this point is that when 
we come to our friends and allies we are always very strict, for ex- 
ample, in the Philippines on the aid just being given. We have put 
very stringent prior conditions that they must meet, both as to terms, 
as to goverment finances, and even as to the economics, before we 
would even negotiate for aid. 

Why do we not do it for these other more backward countries ¢ 

Mr. Suisun. There are two problems there. I have given you the 
first one. The second is that the institutions in that country have to 
be developed to deal with the problem itself. There have to be trade 
unions developed in the backward areas, as in southeast Asia. 

Yet the very fact that they know that in order to achieve the re- 
form they will rely on their own institution in that particular country 
is vastly more important than to try to rely on us and to run to some 
foreign adviser. 

One of the last visits I made was in Turkey. They have a young 
trade union movement that has just been liberated from far-reaching 
restrictions of a dictatorship. I was the first American trade-union 
member to visit their trade-union confederation. There were many 
things they were groping for in the dark. We could help them. We do 
not have a labor attaché in the Ankara Mission. Argentina has; 
America does not. Iam glad to say that as a result of my visit a labor 
attaché is going to be assigned there, and I hope it will be a competent 
person. 

Here is a trade-union movement in Turkey in which the people are 
committed to every possible effort toward building a democracy with 
their own hands. We have to look to that institution to develop 
through their own efforts, as well as other native democratic institu- 
tions in all walks of life. That is their strength—their self-reliance. 

Mr. Carnanan (presiding). Your time has expired. 

Mr. Futron. Do you not think we should hold back the heavy hand 
of dictatorship so these freedoms and those voluntary organizations 
can arise ¢ 

Mr. Suisxry. I think, Mr. Fulton, if it had not been for the Ameri- 
ean aid in Turkey, Turkey today would still be a dictatorship. 

Mr. Carnanan (presiding). Mr. Javits. 

Mr. Javirs. We are glad to see you here. I have one main question 
and a couple of subsidiary ones. 

Out of the considerable experience you have had with the workers 
in Europe, do you feel that if we undertake the Mutual Security Pro- 
gram, broadly speaking along the lines that have been outlined, there 
will be lots of changes? That it will give the European worker 
enough continuing heart to produce and to fight, if need be, with the 
feeling that he really has something to work for, some real objective 
worth working for, and even risking his life for. 

Mr. Sutskin. I think if the proposed program in the size and the 
general approach which has been stated is done, it is positive assistance 
by the United States that will help those people have the kind of life 
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they are striving for, and that to be able to do this job themselves they 
will fight for it. 

I think if we come to them and say, “A year ago the Congress of the 
United States provided this aid because it said these objectives were 
possible,” they will have forgotten about that. If we say, “It is all 
for defense. It is all for ammunition only,” I do not think it will 
give the Europeans heart. 

I had a discussion with the late Admiral Sherman, with Admiral 
Carney, Admiral Ballantine, in the Mediterranean, and their first 
conviction—these are top military men—their deepest conviction was 
that our primary responsibility was to win the will of these people 
and make them sure that they understand that we are the revolution, 
that the oppression comes from the Soviet Government. 

That was more clearly understood, I might say, by some of the mili- 
tary people representing us abroad than by some of the civilians in the 
diplomatic service. 

ir. Javirs. As a personal note, I might tell you, I made a com- 
mencement address in New York City, and the subject of the address 
was that we are the revolution, in terms of real improvement for the 
free world, just the very words you used. 

Mr. SuisuKkin. I might say, from personal experience, that the peo- 
ple in the outlying villages of Europe are for the first time realizing 
that this is really so. This is not just something that publicity men 
have written. We are offering the hope of the kind of a job we have 
done ourselves. Dictatorships are now for the first time identified by 
them with the kind of thing that Moscow gives. 

Mr. Javirs. Are we to understand, therefore, that the ECA has not 
been that program up to now? In other words, let us give the ECA 
the best of it, and assume it was designed to stabilize governments and 
give them some opportunity for putting their economic situations and 
balances of trade in some kind of order. 

Do we understand then that is as far as ECA went, and that we still 
have to accomplish a program which you describe to get to the hearts 
and minds of the individual, especially in Europe ? 

Mr. SiisuHKrn. I think I agree entirely with your approach. I 
think it has to be put in tangible forms in specific cases. I would 
say to you it would be best for us not to undertake a productivity 
project in a plant, a demonstration project in a particular plant, with 
our aid and our technicians, with the amounts coming in and provid- 
ing a demonstration of what can be done with that plant, unless we 
have the advance assurance that in the improvement and organiza- 
tion of that plant, that plant is going to be producing for the benefit 
of the community, translating the lower cost in the form of lower 
prices and higher wages. 

Unless that is done, I do not think it is worth our while to do it, 
because we will be identified with the feudal attitude of the employer. 

Mr. Javirs. Thank you, Mr. Chairman. 

Mr. Carnanan (presiding). Mrs. Kelly. 

Mrs. Keiiy. I am very happy, Mr. Shishkin, to have a well-known 
economist to ask a problem that has been bothering me for a long 
time. 

Do you believe this present crisis we are passing through, particu- 
larly in Europe, is a problem of wartime dislocation, or do you believe 
it is a permanent basic economic change due to a world-wide shift in 
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industrial development? I mean, the Old World industrial supremacy 
giving over to the Western industrial supremacy. 

Mr. SutsuKrn. I think it is definitely the latter. I think the histor- 
ical change antecedes the war by perhaps almost as long as 100 years. 

It seems to me, because we are in the advance position, and particu- 
larly during the last 20 years—20 years ago we were a secondary 
power, secondary trading power, secondary merchant marine, Navy, 
and today we have half of the world’s manufacturing production— 
we are in the lead and have a special responsibility. 

Our identity with the raising of the standards of living in other 
countries, our identity at this time when we have the defense program 
pressed upon us by the Communists, is particularly important. It is 
our leadership with which we can win the support and the following 
in the great half of the world which is really not identified with the 
free world—in the undeveloped aréas, where great masses of people 
are still not self-governing. 

I wanted to add in that connection, Mr. Chairman, that is, in con- 
nection with the organization of defense, of course, we feel strongly 
that Greece and Turkey should be included in the NATO organiza- 
tion. 

Also, I would like to add, it does seem highly questionable to have 
the United States identified with the kind of thing that was carried 
in the newspaper headlines the other day: 

In order to win the United States support, Franco agrees to restoration of a 
monarchy. 

I am sure that is false, but that was a headline in the newspapers. 
We are not identified, and we do not want to be identified. We do not 
want to be put in a position like that when the Ambassador of the 
United States in knee breeches and white stockings rides to a recep- 
tion with Franco in a carriage handed down from Washington Irving, 
driven by six white horses. Today in Europe there is a revolt against 
oppression and those conditions. 

Ve have to grow up and face those realities today. 

Mrs. Keitiy. Are we facing this then in the right manner, in en- 
deavoring to have the trade account of the nations balance ? 

Mr. SuisuKkin. We have developed the OEEC. Today there is 
a greater need than ever for the integration of European trade with 
the Western Hemisphere. Take the European Payment Union, for 
example. In order to survive it will have to be brought into a broader 
context of multilateral trade with the west. 

Mr. Chairman, before I am excused I particularly wanted to say 
one word about a man to whom our country owes much. In my 
experience in the 3 years of service which I have had representing the 
United States, I want to pay a particular tribute to Averell Harriman. 
I cannot tell you how much we owe to him as a country for sueceed- 
ing in some of the impossible tasks which we had undertaken when 
he came out there unaided and unguided to launch a Marshall plan 
in Western Europe. I think he has done a truly remarkable job, 
which because of his modesty it is easy to overlook. I wanted to testify 
to it personally. 

Mr. CarNaHAn (presiding). Are there other questions ? 

Mrs. Botron. I have one question I would like to ask. 

I wanted to speak about the per capita item in this table. If Mr. 
Smith were here tonight, I am sure he would want to say something 
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about the effect of the low income on the productivity for military 
assistance, and so on, in France. 

Is there a point beyond which the people cannot be pushed? If the 
production for military purposes prevents production for a better 
standard of living, because the French do have a pretty low basis, 
what would be your idea of the effect upon them ? 

Mr. SuisuxKiy. If I understand the question correctly, Mrs. Bolton, 
I would point out we have to be practical about it. Time is urgent. 
We do have skills and facilities in these countries in which we can do 
the immediate things, and that is to utilize the available skills and 
dexterities. 

As far as the immediate objective of the military attainment of 
the necessary strength, it would not be realistic for us to begin to 
build the plant in France, and have it built 2 years later and go into 
production then to provide that production needed now. But for us 
to realize that a large part of war production could be made in the 
form of components here, but the assembly work done there, the con- 
tribution of that effort would provide for the extension of facilities 
gradually for the internal production and raising of the standard 
of living. 

Mrs. Bourox. I think Mr. Smith would have a good deal of his 
troubled thinking eased if he could have heard what you have said. 

Mr. SuisuKk1n. I can testify that in Greece, where the per capita 
income is half even of that of Italy, they could build five hydroelectric 
plants which would break the bottleneck and would double the stand- 
ard of living in the next 5 years in Greece. 

That would be such a tremendous thing that it would stand in the 
minds of those people as one of the most important milestones of their 
modern history. That would mean the transition from the forced 
agricultural handicraft production into a mechanized production for 
the first time. That would be the point of departure. 

Mr. CarNauAn (presiding). Mr. Herter. 

Mr. Herrer. First of all, 1 want to compliment Mr. Shishkin, and 
Mr. Irving Brown, who worked with him for many years, on the 
tremendous contribution they have made to the success of the Marshall 
plan in Europe, a very signal success. 

The question I wanted to ask is this: Do you agree with your prede- 
cessor, Mr. Baker, in feeling that in our approach—the legislative 
approach, not the administrative approach—we ought to operate 
along functional rather than regional lines? 

Mr. SuisuHKkin. I was making a mental note of that question when 
Mr. Baker testified. It seemed to me the functional approach itself 
aT is the approach. I do not think it would preclude the 
regional organization for administrative purposes. 


Mr. Herter. That would be within the organization. I am speak- 
ing of legislative purposes only. 

Mr. SutsHKin. That is correct. 

Mr. Carnanan (presiding). Are there further questions? If not, 
the committee will stand adjourned until 10 o’clock tomorrow morning. 

(Whereupon, at 10:27 p. m., the committee adjourned to reconvene 
the following day at 10 a. m.) 
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THURSDAY, JULY 26, 1951 


Hovse or Representatives, 
ComMitTrer ON Foreign AFFatrs, 
Washington, D.C. 

The committee met in the House Foreign Affairs Committee room, 
the Capitol, at 10 a. m., Hon. James P. Richards (chairman) presiding. 

Chairman Ricnarps. The committee will come to order, please. 

Ladies and gentlemen, we will continue the hearings on the pending 
Mutual Security Program. We have with us this morning Mr. Rich- 
ard Bissell, Deputy Administrator of the ECA. We also have Mr. 
John H. Ohly, Acting Assistant Director, Office of International 
Security Affairs, who will sit with him. They will act as a team, 
with Brig. Gen. George H. Olmsted, Deputy Assistant Chief of Staff, 
Gt, Department of the Army. 

Mr. Bissell, will you come around, please, sir. We are mighty glad 
that you are out of the hospital, and we hope you will not have any 
more appendixes bother you. 

Mr. Bissevt. That is one disease I will not catch again. 

Chairman Ricwarps. Mr. Bissell has been with us on former oc- 
casions. We are delighted to have you back here to throw some light 
on this very intricate subject. 

Mr. Bissell, will you proceed in your own way! Have you a pre- 
pared statement ? 

Mr. Bissevx. I do not, sir. We had proposed that Mr. Ohly would 
start off, very briefly, if that is satisfactory with the committee. 

Chairman Ricnarps. We will leave the procedure to you. If Mr. 
Ohly wants to make a statement now, he may do so. 


STATEMENT OF JOHN H. OHLY, ACTING ASSISTANT DIRECTOR, 
OFFICE OF INTERNATIONAL SECURITY AFFAIRS 


Mr. Onvy. Mr. Chairman and members of the committee, the pur- 
pose of the presentation this morning is to set forth and summarize 
succinctly and try to demonstrate the validity, beyond any reasonable 
doubt, of the program which we propose for Europe. 

This is an intricate problem to present. We have decided the best 
way to do it is a team presentation. I am, in some respects, the ring- 
master. 

Mr. Bissell is here representing the Economic Cooperation Admin- 
istration; General Olmsted is here from the Department of Defense, 
along with General Scott. Behind me, representing the political side 
of the State Department, is Mr. Martin, Director of the Office of 
Regional Affairs in the European Bureau. 
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Between us, and among us, we hope we can answer any questions 
you might have. 

I would like at the outset to outline the points or the subjects which 
we would like to cover during the course of our presentation today. 

You will want to interrupt many times with questions, but I would 
like’ each time after the question to bring us back to the outline so 
that when we get through we will have covered the various points in 
our agenda. 

The points our group would like to make today are these: First, 
that this program in its generalities and in its details is founded 
upon and directly flows from a specific plan of action in Europe. 

Second, that the total size of the program is, in our judgment, the 
minimum through which we can accomplish what must be done 
during the coming year. 

Third, that the program as a whole, as we present it, is feasible 
and can be handled with the economic resources available to the United 
States. 

Fourth, that the task which we are trying to accomplish in Europe 
can be greatly facilitated if it becomes possible to utilize the resources, 
the manpower, and the strategic location of Germany, Spain, and 
Yugoslavia, and I shall indicate how we have taken those possibilities 
into account in the preparation of this program. 

Finally, we would like to take you country by country through the 
program as we have developed it in Europe, to show the military tasks 
that each country must carry out, the economic consequence of carry- 
ing out those military tasks, and the specific military and economic 
programs we have developed to help carry out these tasks. 

Mr. Eaton. Will you tell me who you mean by “we?” 

Mr. Oury. I am talking here about the team, and the team back- 
stopped by the agencies we represent. 

Mr. Eaton. Yes; but who is “we?” 

Mr. Onty. The executive branch of the Government. 

Mr. Eaton. I just wanted to make sure we were not involved. 

Mr. Outy. T hope you will be by the time we are through, and will 
join with us, Dr. Eaton. 

T will start off by giving a general outline of the background. Then 
I am going to turn the matter over to General Olmsted for a short 
time to take up specifically the question of production capabilities, 
to show how these military programs have been meshed with and 
geared into our own military production program, and why we believe 
the foreign military aid programs we propose are feasible. 

Then Mr. Bissell will take over, on the economic side, and cover a 
lot of points that have not yet been covered in these hearings. Then, 
operating as a group, we will take up this thing country by country. 

Mr. Vorys. We have had an awful lot of background material. 

Mr. Onty. I realize that. Mr. Vorys. I think the things which I 
am going to talk about, while they may be general, will be of a type 
that you have not had. 

Leaving aside the problem of Austria and Trieste, the problem we 
have in Europe is to equip and maintain the forces required to deter 
Soviet aggression in the North Atlantic Treaty area, or, if necessary, 
to defend against such aggression, and to do that while still maintain- 
ing in Europe political, social, and economic stability that will insure 
against the conquest of Europe through subversion. 
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This, I emphasize, must be done quickly. The time factor is a factor 
that we must not overlook. 

(Discussion off the record. ) 

Mr. Outy. We would have liked to have had those forces yesterday, 
not only in the terms of the defense of Europe, but because a solid 
core of military power in Europe means you can make collective secu- 
rity work elsewhere in the world, 

This problem, or a major share of it, can be translated into a x 
concrete plan, which has been developed by the North Atlantic Treaty 
Organization, 

I say a “major share of the problem” because there are certain other 
peripheral problems. We must remember we are counting on certain 
of those North Atlantic Treaty countries, at the same time that they 
put up defenses in Europe, to carry on major tasks against commu- 
nism elsewhere in the world, such as in Indochina, Malaya, and the 
Middle East. 

In making our calculations with respect to what Europe can and 
should do, we must never forget that we are counting on those 
European countries to do these other tasks. The NATO plan at the 
moment, moreover, does not take into account the possibility of utiliz- 
ing German, Spanish, or Yugoslavian manpower, and, therefore, I 
say the plan is only part of the problem. 

This plan calls for the raising within a period of several years, and 
it is very carefully phased out, of a specified number of forces. I will 
not state specifically what those numbers of divisions are. 

( Discussion off the record.) 

Mr. Onny. This plan means that Europeans must do several 
things. They must raise troops; they must equip those troops with 
military hardware; they must build the facilities that are necessary 
to maintain those troops and support them, the airfields, the lines of 
communication, and all the other many things which are necessary 
to military operations. 

They must maintain those troops and provide them with food and 
clothing. We must never forget, in looking at this equipment problem, 
that these European countries, together with our assistance, must also 
do all of these other things, and those things are a real tax on their 
resources. 

What we have done has been to attempt to convert this several- 
year plan—and we talk of it in terms here of approximately 3 years— 
into what it will cost, what it will cost to carry out this plan. 

(Discussion off the record.) 

Mr. Oury. Of the total cost, roughly 50 percent represents major 
matériel costs—hardware. The balance represents the cost of rais- 
ing troops, paying them, providing them with all the soft goods— 
food, clothing, and other similiar things, and constructing the neces- 
sary facilities. 

aving determined those costs, we then set about to make the best 
forecast we could of how much of that cost could be underwritten 
by Europe with a certain amount of economic assistance from us. 

(Discussion off the record.) 

Mr. Onty. Moreover, it is obvious to us that a very large part of 
the European share of these resources must go to pay for the kind 
of things which we could not, under any circumstances, pay for. 
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They have to supply the troops; they have to maintain the troops: 
they have to provide the facilities. So, a very large share of the re- 
sources Which Europe can devote to military purposes over the next 
3 years will have to go to nonhardware costs. 

If you do a bit of arithmetic, and, of course, all of this is very 
rough, you will find that if we are going to make this plan wor k, 
the United States is going to have to carry somewhere a fairly sub- 
stantial share of the cost, largely reflected in hardware manufactured 
in this country and shipped over to equip forces which they will raise 
and maintain. 

Chairman Ricnarps. When you say “hardware,” what do you in- 
clude ¢ 

Mr. Outy. I include tanks, guns, ammunition, end items of a 
peculiarly military type. I leave aside personal equipment, food, 
minor engineering equipment, such as shovels, and that sort of thing, 
mess kits that the troops have to have, petroleum to operate vehicles. 

Mr. Vorys. Would that not be like the $34 billion they are presenting 
downstairs out of the $60 billion armed services program / 

Mr. Outy. I believe, sir, that that $34 billion—and I have to get a 
military witness to check me on this—includes a lot of things which 
would not fall into the category of hardware. It includes procure- 
ment, but not procurement entirely of what you call hardware. 

That, I say, is subject to verification. Perhaps Mr. O’Hara can 
speak to that. 


STATEMENT OF R. E. O'HARA, BUDGET OFFICER, FOREIGN 
PROGRAMS, OFFICE OF THE SECRETARY OF DEFENSE 


Mr. O'Hara. I am O'Hara of the Office of the Comptroller. There 
is of the total $34 billion of procurement in this appropriation esti- 
mate before the Appropriations Committee now between $29 billion 
and $30 billion which is actually hardware. 

Mr. O'Hara. Which compares with the end items. 

Mr. Herrer. How much was there in the 1951 appropriation / 

Mr. O'Hara. Approximately $22 billion, including supplementals. 

Mr. Herrer. The total would be $52 billion. 

Mr. O'Hara. The 2 years, approximately $52 billion. It does in- 
clude, in addition to what we normally call hard goods, ammunition, 
which is sometimes also spoken of as semisoft. 

( Discussion off the record.) 

Mr. Oury. You can see that what this program is doing is taking a 
bite out of a very large program, a bite which, translated into militar Vv 
terms, taking ground forces alone, will be sufficient to provide substan- 
tially for the equipment for those forces which the European nations 
will have in being by the end of calendar year 1952. 

(Discussion off the record.) 

Mr. Outy. Considering the size of these total requirements I have 
given you, the urgency of meeting them at the earliest possible date 
and the long le: ad time involved in producing many of these items, 
running from somewhere from 8 to 18 months on many of them—that 
means you must place the contracts 8 to 18 months before the time that 
you expect to be able to deliver the things—the bite that we are taking 
out of the total program—that we are proposing for 1952—is much 
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toosmall. It is less than the program which the Joint Chiefs of Staff 
recommended. 

(Discussion off the record. ) 

Mr. Outy. The reason it is so small, and not substantially larger, 
is due to limitations in resources. 

The judgment was reached, after examining these foreign-aid re- 
quirements, together with our own military program, that without a 
higher degree ‘of immediate mobilization than is now contemplated 
American industry could not turn out more than we are proposing in 
this program. 

(Discussion off the record. ) 

Mr. Ounty. We believe that the cost estimates we have now, although 
subject to fluctuations, represent a reliable order of magnitude. It is 
founded on information which has been gotten from sources in these 
European countries and a real consideration of those costs by the 
people in the Military Establishment. 

I might say also that our economic program is smaller than we 
would wish it to be, smaller than it should be in terms - getting the 
maximum out of Europe and out of certain other area 

But again we are up against limitations in resources, scarcities of 
raw materials, tools, industrial equipment. Mr. Bissell will talk to 
that point, and show you how the economic program was tied into 
this study of world commodities and other materials. 

But, at the same time that I say it is too small, I want to say that 
as a result of these studies—the examination of our proposed pro- 
gram, together with our own military program—it is our conclusion 
that the program is feasible, that we have hit about the level that can 
be handled by American industry during the coming year. We have 
been advised by Mr. Wilson that, in his judgment, that is true. I 
should also say by way of caveat—and this is something on which 
I am speaking only for myself—that if we find as the year goes on 
that we have underestimated what American industry can do in the 

yay of producing hardware, I would personally recommend a sup- 
plemental appropriation. 

I say I am speaking just for myself. I view the matter of com- 
pleting this total program as one of such urgency that, with the pro- 
duction lead times involved, that would be my personal position. 

What is this program’ I will just outline it very briefly before 
turning the presentation over to some of these other witnesses who 
will go into greater detail. 

On the milits ry side, the total aid is $5.293 billion. That is com- 
posed of four principal components. 

The actual cost of hardware comes to about. $4.8 billion. We pro- 
pose to augment the hardware which we purchase by approximately 
$160 million of excess material that we do not have to purchase, on 
the assumption that the Congress takes action on the excess-property 
amendment which has already been discussed in this committee. 

The second item goes under the strange name of accessorial costs. 
That means the cost of packing, handling, crating, and transporting 
those things out of this year’s program and out of previous military 
programs that will be deliv ered during the course of fiscal year 1952. 
That comes to, I believe, $378 million. 
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I will verify these figures later for the record since I am rounding 
some of them out. 

Training is $30 million. This embraces three different types of 
operations: the training of European nationals in our schools in 
Germany and in the United States, the sending of mobile teams of 
experts to some of these countries to give them special training in 
types of weapons, such as the 90-millimeter anti-aircraft gun, jet air- 
craft, B-29’s and the furnishing to these countries of a large amount 
of instructional material or training aids, such as mock-ups, training 
films and pamphlets, and all the other things that will aid them to 
spread training on the use of all the different types of items which 
we are furnishing down into the roots of their own armed forces. 

Finally, included in the military figure is $53 million for two 
purposes. One purpose is our estimated contribution to the central 
expenses of running the North Atlantic Treaty Organization, and 
particularly the expenses of operating General Eisenhower's head- 
quarters, SHAPE. The balance is for the United States costs of ad- 
ministering the military side of the program. 

I should say also that included in what I called accessorial costs is 
$41 million for the activation and operation of depots needed to 
support the air side of this military assistance program. 

On the economic side, we are requesting a total of $1.675 billion, 
which I shall not try to break down, because Mr. Bissell will follow 
me in a few moments. 

We are also asking that we have the authority to transfer up to 5 
percent of the total amount requested for both economic and military 
aid backward and forward between the military side of this appropria- 
tion and the economic side. This will give us necessary flexibility and 
permit us to meet emergencies that we cannot forsee, because in-this 
business we know that forward planning cannot be wholly accurate. 

Moreover, if the opportunities for increasing European production 
through inserting a larger amount in the economic side of the program 
should present themselves we would like to be able to shift over a 
certain amount that would otherwise be used to procure hardware in 
this country. 

To the extent practical, the program has been developed with the 
knowledge that the task of defending Western Europe will be facili- 
tated if the assets of Germany, Yugoslavia, and Spain can be taken 
advantage of. 

To some extent this is reflected in the program which we present 
to you. We have specifically programed economic aid for Yugoslavia 
and Germany. No military aid has been specifically programed for 
any of these countries; no specific economic aid has been programed 
for Spain. I would like to explain the reasons for these decisions. 

No military aid has been programed because we cannot at this time 
say with any exactitude the precise requirements of the three countries 
we are talking about. However, we have included in this program a 
moderate sum which has not been programed to specific countries. 

(Discussion off the record. ) 

Mr. Onty. What we will do, if we receive this amount, will be,to 
go ahead and procure the planned amount in items which we know 
are needed in Europe; they are needed in the North Atlantic Treaty 
area even though we have not programed them for specific forces. 
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We also know, if we can work out the association of some German 
forces with the North Atlantic Treaty forces, that they are going to 
need that equipment. 

It is also true in the case of these other two countries. 

So, we do have this unprogramed amount we could turn to if, as 
a priority matter, it seemed important to furnish some equipment to 
one of these other three countries, or to all of them. 

I would also like to explain why no specific amount of economic aid 
to Spain has been included. 

( Discussion off the record. ) 

Mr. Oury. We do not know what the economic requirements of 
Spain are. We proceeded in this program of only including those 
things that we could definitely justify. 

If a need arose to furhish economic aid to Spain as the year goes on, 
we would have to examine very carefully the economic side of the pro- 
gram, that is, the amount we are now requesting, to see whether there 
was any possibility of diverting amounts from that program to an 
economic program for Spain. 

Our tentative judgment is that this will not be possible, because 
every cent of that $1,650 million has been programed, and the only 
thing to do then would be to come in for a supplemental appropria- 
tion of some sort. 

Mr. Herter. When you say that that $1.650 million has been pro- 
gramed, have the individual nations been told what it is being pro- 
gramed for in this bill ? 

Mr. Bissevi. They have by now, Mr. Herter. 

Mr. Herrer. So each one is expecting that from the United States 
in their calculations ¢ 

Mr. Bissett. They have been told very specifically and in the 
strongest language we could devise that these are illustrative sums, 
that obviously the total is not only conditional on any subject review 
by the executive branch, but obviously on congressional action. We 
also told them as far as the executive branch of the Government is 
concerned—I think in this respect we certainly speak for the whole 
Government—that since this aid would be conditional on specific per- 
formance of various kinds, and would be for specific purposes, that 
they could not count on it until we had discussed with them and 
negotiated with them the performance on which it could be 
conditioned. 

Chairman Ricuarps. Go ahead, Mr. Ohly. 

Mr. Outy. I think there is only one more point to make. Having 
in mind the fact that we could not make specific provision for some 
of these contingencies, either on the face of the bill or in the sums we 
have requested in the legislation, we have suggested that the structure 
of the bill nevertheless recognize the likelihood that these problems 
will emerge. 

We are proposing on the military side that the President have 
authority, upon a finding that this is necessary to the defense of the 
North Atlantic Treaty area, to extend military assistance to other 
countries in Europe which are not members of the North Atlantic 
Treaty, which would include Germany, Yugoslavia, and Spain. 

(Discussion off the record.) 
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Mr. Onty. We would want to consult with the committees of Con- 
gress before we took any of these moves, but we would like to have 
that privilege in the legislation. 

On the economic side we would like the legislation to be so framed 
that unlike now economic aid could be extended to the countries in 
Europe even though they were not members of the Organization for 
European Economic Cooperation. 

We know there is going to be a need for economic aid to Yugoslavia 
and we are proposing some $60 million worth in this program. There 
may also be a need for additional economic aid to Spain. Yet we are 
not at all certain that we will want to or be able to work out with the 
other European countries, or with those particular recipients, their 
accession to the Organization for European Economic Cooperation. 
We would like to see them join in with this Organization, but aid may 
be required before such an arrangement can be worked out. 

Mr. Vorys. There was no answer to Mr. Herter’s question on the 
military aid, as to whether the nations had been told. Mr. Bissell 
answered the economic part of it. What is the answer? 

Mr. Outy. On the military side they have not been specifically told. 
We do not give them specific amounts of money, Mr. Herter. We are 
working with them day to day, and we have to give them some indi- 
‘ation of the type and quantities of equipment we are thinking about. 

Mr. Herrer. As I understand it, that is directly related to the man- 
power they are willing to furnish; the equipment is supposed to run 
parallel to that. 

Mr. Onty. That is right. As TI said earlier, the ground equipment, 
for example, is supposed to, together with what they are going to 
produce, to take care of the requirements of forces that will be in being 
at the end of 1952. They will have to have some knowledge of that. 

Chairman Ricuarps. I want to ask that we go around on the 5- 
minute rule. Finish your statement, sir. 

Mr. Outy. I have about finished my statement. Any way you wish 
to proceed will be satisfactory. However, I think if I ask Mr. Bissell 
and General Olmsted to go ahead you will have a more rounded pic- 
ture against which to ask your questions. 

Chairman Ricwarps. I do not know about that. You are giving an 
over-all picture. You are blazing a path here, and some of us may 
want to ask you some questions. 

Whatever the committee thinks will be all right. Does the commit- 
tee think we better go ahead with the economic statement before we 
enter into questions, and then let the team answer these questions ? 

Mrs. Boiron. We can write down our questions as we go along. 

Chairman Ricuarps. Have you finished your statement? 

Mr. Ounty. Yes. I would like to turn the presentation over to Gen- 
eral Olmsted, who will talk on the production feasibilities of the pro- 
gram, and then to Mr. Bissell. After that we would like to go through 
the countries one by one. 

Chairman Ricwarps. There will be some over-all program ques- 
— tate can reply to those when we get there. All right, General 
Olmsted. 
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STATEMENT OF BRIG. GEN. GEORGE H. OLMSTED, DEPUTY ASSIST- 
ANT CHIEF OF STAFF, G-4, DEPARTMENT OF THE ARMY 


General Otmstrep. Mr. Chairman, Mrs. Bolton, and gentlemen, I am 
going to have to ask your indulgence in order that I can give part of 
this from the seat here and part from the charts. If the show is not 
as well organized as you might like, forgive me because I cannot 
get the charts any closer to where I am right now. 

I would like to tell you all briefly some of the practical facts of the 
military programing, which can be tee aeteatrest as you desire by the 
specific answers to specific questions which any of you may wish to ask. 

I would like to cover in my remarks how the general program is 
made up, What has happened to 1950 and 1951 funds to date, what our 
general objective is in the armament program, and how far we will get 
along on that program with the 1952 set-up. 

I would like to point out some of the problems involved, the coop- 
eration we are getting in a general way from our allied countries, and 
what we desire, targetwise, in further cooperation from them as time 
goes on. 

‘That is about the outline of what I propose to say. 

First, how are these programs made up? It starts with a war plan, 
of course. There must be an over-all plan. General Eisenhower has 
such for his area. Then there must be an assignment of missions by 
country and by service. That has been done. Then there must be a 
force commitment; somebody has to put up the necessary forces. 

Inherent in the force commitment is the phasing of those forces. 
How fast can they be raised and made available to the over-all com- 
mander ¢ 

Having that basic structure of information, it becomes relatively 
simple then to create or establish a military program, because we have 
for each type of military unit a table of organization and equipment. 

If you say a corps artillery battalion, automatically we can say how 
many weapons, how much ammunition per weapon, and what the other 
auxiliary items of signal communication equipment, transport, and so 
forth, might be. 

Having established our basic force commitments and the phasing of 
those forces, the question of programing becomes a relatively simple 
program. 

The issue, however, where judgment enters into it is how much of 
these items should we provide from United States resources, and how 
much can the country or should the country be expected to provide 
from is own resources. 

On that issue of judgment our system of screening, as we refer to it, 
is implemented first by our country level teams. 

In 16 countries now we have military assistance advisory groups, 
Army, Navy, and Air, made up of extremely able officers, on the whole, 
and who work very closely with these people, with frequent meetings 
of the Ambassador for the political side, and the chief of the ECA 
Mission for the economic side. 

They are in daily contact with the forces of these allied nations to 
see what the country can absorb, what the rate of absorption is to 
guide our delivery, what they might be expected to do for themselves, 
an actual examination of their budget to see if adjustments can be 
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made so they can do more without undue infringement on their civil. 
ian economy. 

Then their composite judgment comes back here to be screened 
against the factors of (a) availability of dollars and (4) production 
facilities from which to make the delivery. 

That is the process that has been followed in the 1950 and 1951 
programs, and that is the process that is being followed now as we 
start into 1952. 

If I may refer to the charts, I will show you where we are now on 
the 1950 and 1951 programs, Army only. My colleagues from the 
Navy and Air will be able to answer any questions on their respective 
programs. 

Undoubtedly you have heard a great deal of discussion about pri- 
orities. While we are in a position of combat expenditures in Korea 
and the augmentation of United States forces, and just gradually 
getting under way the productive capabilities of our own production 
plant in this country, obviously there cannot be enough for everybody. 
So we start with guidance from the Joint Chiefs of Staff as to who 
gets the equipment in case of short supply. 

(Discussion off the record.) 

Mr. Ounty. Summarizing the 1950 program, it is our present belief 
that the deficiency now in the general-purpose vehicles can be fulfilled 
by September, and that as of September there will be on the way 
to our allied forces the entire 1950 program. 

The 1951 program, as you remember, was broken down into two 
parts—the basic and supplemental. Much of the funds for the 1951 
program were not finally made available to the services until this 
spring. 

Almost all of the performance on the 1951 program has to come 
from new production. There is substantially little stock available 
for the fulfillment. 

Our target for completion of the 1951 program is June of next 
year. As I will show you on a general chart, that will keep us abreast 
of the essential requirements of our allied forces as they are phased 
into activation. 

We make a special point even though an item is in short supply of 
making the minimum necessary quantities available for trainng. 

( Discussion off the record. ) 

General Otmstrep. What have we bought in the way of forces in 
being for our 1950 and 1951 program? These are NATO forces only 
and include divisions and supporting troops. 

The 1950-51 program army totals just less than $3,000,000,000. 
For the forces which are in being now, according to the phase pro- 
gram, the equipment which will be delivered to them by the comple- 
tion of the 1951 program, which will be June of next year, will pro- 
vide the major items of equipment for 28 divisions. If we measure 
the number of divisions we can have in our mind that our total Amer- 
ican Army in the last war added up to something less than 100 di- 
visions. These are the NATO forces only. I am not giving you any 
presentation today in respect to the very substantial forces we have 
in the other areas. 

Our 1952 asking, procurementwise, was $3,000,000,000—— 

Mr. Vorys. These are just NATO; United States forces are not 
included ? 
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General Otmstep. That is right. These are the allied forces that are 
committed to General Eisenhower's command. They do not include 
the allied forces, and there are some, that are not committed to Gen- 
eral Eisenhower. 

(Discussion off the record.) 

General Oumstep. By the conclusion of this expenditure of a little 
over $6,000,000,000 we will have created under General Eisenhower’s 
command military forces from the allied nations substantially equal 
to the size of our Army at its peak in World War II. 

Mr. Burteson. May I interrupt the General there? 

If funds for this program were reduced, would it then be necessary 
for you to revise your whole plan? Is that right? 

General Otmstep. That is right. I will answer that further when 
we get to this bar here. 

This is the total number of forces committed to General Eisen- 
hower’s command, with a small gap here. For security reasons I have 
nob put the exact number on there, but the chart is proportionate. 
This is where we would be through 1952’s programs. 

(Discussion off the record.) 

General Oumsrep. That figure is subject to variation from several 
factors. 

One, the rising cost of military equipment might raise it. On the 
other hand, our continuing desire to increase the self-help which these 
countries are doing in rather substantial measure now will tend to 
decrease it. So we are continually exploring the possibilities that 
these allied forces operating within their own areas might operate on 
much more austere levels of equipment than our American forces, who 
operate and must be prepared to operate anywhere in the world, That 
figure may be susceptible to some increase. It may, and we hope it 
will be, susceptible to some decrease. 

All of these figures I am giving you relate to the initial equip- 
ment—the capital equipment. It is our hope, as I will discuss in a 
moment, that we can over a rather definite period now phase the main- 
tenance cost over on the countries themselves. 

Mr. Rieicorr. Mr. Chairman, there is a discrepancy in one figure 
between Mr. Ohly and General Olmsted. Is it proper to get that 
now ¢ 

(Discussion off the record.) 

Chairman Ricuarps. We will go ahead. There will be lots of ques- 
tions they will want to ask you later. 

General O_mstep. All right. 

Naturally, the question is in everybody's mind that if we do not 
appropriate money at this rate, what will be the effect on this program. 
Our answer to that starts with this perfectly factual presentation of 
what the reorder lead time is to get major items. 

When we say “reorder” we mean a factory already in being and 
already producing cranes and shovels—how much ahead of the time 
that we expect to get a crane do we have to place an order with 
that supplier in order not to interrupt his line. Of course, tanks we 
are all familiar with, and tanks are a critical item. 

If we told one of our present tank factories now we wanted to order 
a thousand more tanks than the ones he had already contracted for, 
by the time he gets his steel contract placed and lines up his subcon- 
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tractors it would be a number of months. Although his line is actually 
in operation now, it would be a number of months before we could 
expect the first tank from him. Therefore, the necessity of our having 
our funds well in advance of the anticipated or required date of de- 
livery becomes a very real problem as we focus our thinking now on 
the fact that our end-item program is more and more going to be made 
up of these long lead-time items. 

Mr. Vorys. Will you translate those last four into English? 

General O_msrep. I think you have me, Congressman. This is a 
little walkie-talkie radio—the one they give you, that the individual 
carries. 

Mr. Vorys. Yes. 

General Outmsrep. This is a ground radio. My recollection is it is 
unit equipment up to about regimental size. 

This is an early warning radar. 

If any of you experts back there say I am wrong about it, tell me 
afterward and not now. However, I am quite sure of those answers. 

The question also arises if we have these funds, can we spend them ? 
Can our existing production capacity without further impact on 
our civil economy produce the items we are asking for now in the 
1952 program’ I have taken out sample items out of the categories 
that make up approximately 85 percent of the Army procurement, 
and also have an Air Force chart designed to answer those questions. 

(Discussion off the record.) 

General Otmstep. The>214-ton 6 by 6 truck is another very im- 
portant item. If we went to a multishift operation and we could solve 
the bottlenecks right now this would be the rate at which we would get 
trucks delivered. Because of that actual bottleneck this is the present 
rate of delivery from the suppliers. This is the way the truck require- 
ments have been planned, with again United States forces through 
1952 and MDAP through 1951. 

We have programed in the 1952 program 9,779 trucks. 

There is a very interesting fact. Originally the request totaled 
about 30,000. Many of these countries are now getting back into the 
position where they can make vehicles of their own. Although their 
vehicles for military purposes are not as good as our 6 by 6, we recog- 
nize that, and so do they. They can make a pretty useful military 
vehicle. After all, the German Army did fight a good war without 
any such vehicles. 

So, we have rather forced these people to look to their own resources 
for transportation and cut about two-thirds of the vehicles required 
out of the program. 

(Discussion off the record.) 

Mr. Fuuron. Why are the Services storing vehicles in the United 
States! There is certainly no threat of immediate attack here. We 
have the Pressed Steel Car Co. in my district in Pittsburgh, and I am 
advised indirectly it is full of truck equipment. 

General Otmsrep. I do not know the specific answer to vour ques- 
tion, but I do know this. The shortage of vehicles in Korea has 
been so great that we have had to extract some of them from the hands 
of the National Guard to send them there. 

Mr. Fuuron. I have been advised we have a whole vacant plant with 
vehicles side by side in the warehouse. 
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General O_mstep. Are they completed vehicles ¢ 

Mr. Fvuron. Evidently. There has been complaint to me about it- 

General Otmsrep. Are they 214-ton trucks? 

Mr. Fuuron. I do not know what they are. 

General Outmsrep. Make a note of that. We will look into it. 

Chairman Ricwarps. We will help Mr. Fulton in his district @ 
little later. 

Mr. Fuvron. With regard to your over-all requirements, are your 
commands holding excess equipment in all over the United States? 
I am not talking about my district now, but are you holding a lot in 
this country, or are you moving everything out where you need it ? 

(Discussion off the record.) 

General Otmsrep. Our vehicles are being shipped overseas not only 
for the full table of equipment of our forces = 8 ig but the ordinary 
reserve requirements, both combat and peacetime, that our logistical 
experiences through the years have indicated as being desirable. 

We are not storing them for a war reserve in the United States, 
if that is what you mean. 

Mr. Fuuron. That is what I mean. You are complying with the 
priorities you have spoken about ? 

General O_mstep. That is right. This is another artillery piece— 
the 105 howitzer. That presents a little different aspect of the same 

roblem. Up until 6 months ago from our reserves from World War 
I, we had all of the 105 howitzers we thought we were going to need, 

(Discussion off the record.) 

General Otmstep. Summarizing this, gentlemen, it is our desire to 
impress you with the fact that existing American capacity without 
further impact on our civil economy can meet the 1952 program 
and meet our delivery target of December 1952. which is abreast of the 
forces that are committed to General Eisenhower’s command. 

Mr. Vorys. I do not understand that chart. It says, “Date funds 
required to achieve schedule.” What schedule? 

yeneral Otmsrep. If this production schedule is to be continued— 
and again, there is a question of lead time, Mr. Vorys—the funds 
should be available here, if this production schedule is to be continued 
as programed. If the funds are delayed and the rate is reduced, then 
that will have a corresponding effect on the number of end-item 
aircraft that will be available. 

Chairman Ricnarps. Is this as of today, that point? 

General Otmsteap. Yes. 

Captain AscuerreLp. If I may make a statement there ? 

Chairman Ricwarps. Yes, sir. 

Captain Ascuerretp. You stated that the Navy had no problems 
in connection with the delivery of the 1952 program. That is true 
considering that we get the funds or contract authority by the first 
of September of this year. 

Chairman Ricrarps. General, will you have a seat there now? Did 
you complete your statement ? 

General Oumsreap. I have just a very brief conclusion to make that. 
might be helpful. 

Mr. Furron. On that chart who will build the plants to increase - 
the possible existing capacity beyond the demand, from the middle of 
1952 on? Somebody will have to be increasing the actual size of 
those plants when the demand goes down in order to increase capacity 
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further as shown by the chart. Is it intended the Government will 
build those, or what ? 

General Oumstep. These are facilities in being. This does not pre- 
sume the construction of additional plants. 

Mr. Futton. In the middle of 1952, though, you will see possible 
excess capacity going up in amount, regardless of your demand. What 
will cause that excess capacity to go up? 

General Otmstep. An improved flow of subcontracting and im- 
serpin of the availability of the skilled labor. It takes quite a 

ittle while to get one of these factories into motion, as you know. 

Mr. Fuuron. But there are no new plants there? 

Mr. O'Hara. There is some additional tooling required for the new 
type of aircraft involved. There is specialized tooling to produce 
some of the new airplanes and new engines. 

Mrs. Bouron. Which involves the machine tool industry / 

Mr. O’Hara. Yes. 

Mr. Outry. It also reflects whether you operate on one, two, or three 
shifts. Once you have built your capacity up to a total capacity to 
produce, that is, once you go on three shifts, you can build that up. 

Chairman Ricnarps. Let us go ahead now. After you finish your 
statement, we will have Mr. Bissell’s statement. The committee is 
going to want to question you on the points that have been raised, 
and some other points. 

I do not want to be discourteous to anybody on this committee, but 
we have decided on that procedure. I do want everybody on the 
committee to ask any questions they want of anybody. 

General O_msrep. I said I would also comment on our allied coun- 
tries’ present contributions, and what. we would like to see happen 
from these contributions with some idea of target date, as to when 
we might think they would accomplish some of these things. I am 
not going to go into detail with each one, but I think it would be of 
interest to you all to know that France raised and equipped herself, 
without any help from us at all, seven divisions. I think that would 
be of interest to you, too, to see an example here that just came to my 
desk this morning of how our aid program integrates with actions 
that must be taken over a long period of time by the countries them- 
selves. 

Mr. Herrer. Might I interrupt for just a moment? I wonder if 
the general could indicate to us when he gives a figure of that kind 
whether it is a secret bit of information or whether it is public infor- 
mation ? 

General Otmsrep. I believe that figure has been published by the 
French themselves. 

Mr. Herter. It is a little confusing. Excuse my interrupting, but 
I think we ought to be clear as to what is secret and what is not. 

Chairman Ricuarps. We are going to consider everything you said 
as being in executive session, General. In the absence of any state- 
ment on your part that this should be kept doubly secret it will be put 
in the minutes of the executive session and not revealed. 

Mrs. Boiron. Unless it is okayed for revelation. 

Chairman Ricuarps, That is right. 

_ Mr. Vourn. It is hoped to have part of all this testimony published, 
1s 1t not 
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Chairman Ricuarps. Oh, yes. I should have stated that. After 
you have given this testimony, we want you to go over it and allow 
as much as possible as can be allowed to be used in debate on the floor 
of the House, because we need it. 

General Otmsrev. My good lawyer, Mr. Efron, will review the 
record, and I am sure his views will be generous about your problem 
there. 

Chairman Ricuarps. All right, sir. Go ahead with your state- 
ment. 

(Discussion off the record.) 

General O_mstep. As a general statement—and with this I will 
conclude—we have now asked for and have gotten from all of our 
allied forces the capacity from them to program for themselves their 
own soft items, that is, their uniforms, food, their quarters, their pay, 
and the ordinary housekeeping equipment. We are no longer pro- 
graming any of that sort of aid for our allies. 
~ We have now advised our mission chiefs that we want these coun- 
tries to become self-sufticient on the eo of spare parts and am- 
munition, which represent, respectively, about 20 percent each of the 
total portion of the program. 

Many of these countries can make their spare parts, and all of them 
can make ammunition up to, say, midrange, or midsize artillery. For 
those who cannot, we are telling them, “You had better get yourself 
in a position to buy these things from us rather than to expect them as 
a continuing grant aid.” 

We believe as a general thing that we can get these allied forces 
self-sufficient on the question of spare parts, which is important be- 
cause of the continuing expense burden, as well as on ammunition 
which is very important for the same reason, plus the fact that ammu- 
nition is a huge tonnage item in the event of war. 

On the shorter lead time items which come forth in our priority 
toward self-sufficiency for these countries—I am talking now about 
rifles, machine guns, and mortars—almost all of our European and 
Mediterranean allies now are making their own rifles. Most of them 
are making their own mortars and machine guns. Many of them are 
making their lighter signal and engineer equipment. That is the 
next category toward which we want to see them achieve a self- 
sufficiency. 

On the longer lead time items, like the heavier items, which is the 
final category—and there I am speaking chiefly of heavy artillery 
and heavy engineer equipment, as well as the more complex elec- 
tronics equipment, and tanks, airplanes, and vessels—on those things 
for the foreseeable future it may be more economic in our common 
defense program for us to plan to make those here. It may be possible, 
and it will in some cases be possible, for us to effect the transfer as a 
cash sale. But from the standpoint of construction and the desirability 
of trying to go into the construction of heavier items, where the facility 
itself might not be usable until 2 or 3 years from now, while the area 
over there is as sensitive as it seems to us, it may make more sense 
to do it here. 

That, in essence, is our program toward getting our allies to a state 
of self-sufficiency, and that is our time target as nearly as we can give 
it to you. 
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I would say in our decision now about the 1952 program that a 
material change will invite a series of disruptions of commitments 
that have already been made to us by our allies. It will open the door 
to give them an opportunity to do less themselves because of the claim, 
“Why organize a tank battalion, or why create an armored division, 
if the equipment is not going to available?” 

I would say in our own self-interest for the over-all period of mili- 
tary danger in which we are, between now and the time when we 
actually get strong—in our own self-interest or in the interest of at- 
taining self-help from these countries, the speed of accomplishing this 
program is important. 

Chairman Ricuarps. Thank you, sir. We will want you for ques- 
Lions later, so you will be available, will you not ? 

General O_-msreap. Yes, sir. 

Chairman Ricuarps. Mr. Bissell. 


STATEMENT OF RICHARD BISSELL, DEPUTY ADMINISTRATOR, 
ECONOMIC COOPERATION ADMINISTRATION 


Mr. Bissexn. Mr. Chairman and members of the committee. I 
think the most useful thing I can do for the committee today will be 
in the nature of answering questions, and I will try, therefore, to spare 
generalities as much as I can, and I will be very brief in this regard. 

You have had rather extensive testimony already on the need for 
some economic support of these European countries next year. I 
want to address my remarks to two or three questions that seem to 
me unanswered or inadequately answered in the preceding testimony. 

From the nature of this subject I think many of your questions 
will have to do with specific countries, and the indicated needs for 
them, and the specific circumstances. In talking about the problem 
as a whole I cannot be, therefore, as specific as I would like to. 

The first question to which I wish to address my remarks is the 
relationship between what is cailed, and here referred to, as economic 
support for rearmament——a continuation of economic aid and the 
actual process of rearmament itself in the European countries. 

In the last 2 years under the MDAP legislation one of the forms of 
military aid that has been provided by the United States has been 
the financing of raw materials, components, machine tools, and the 
like, that were destined to go directly into military production in 
allied countries. 

As you know, what we are proposing for next year is a different 
procedure than that. We are proposing, in effect, that we should 
provide such aid and for that same purpose, but not limited to the 
financing of raw materials and equipment that can be identified as 
going into military production. Instead, we are proposing that 
there should be a continuation of some economic assistance, admin- 
istered as it had been by the ECA in the past. 

I think in a way the central question—the central point I would 
like to try to make clear to you is the relationship between that need 
for economic assistance and rearmament in any one of these countries. 

Very briefly, the process we have gone through in assessing this 
need and the considerations out of which it grows I can put as follows: 

In most of the countries of Europe—the notable exceptions are 
Italy and Germany and on a small scale Belgium—there is full em- 
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ployment today, or pretty near full employment of the labor force, 
and a fairly full employment of all industrial and other productive 
facilities as there is in the United States, and as there was really, or 
very nearly in this country, when our rearmament program started in 
earnest last summer. 

We expect that those countries, as our allies and as members of the 
North Atlantic Treaty Alliance, will increase their total military 
expenditures from approximately $7,500,000,000 this year to a little 
over $11,500,000,000 next year. 

Those figures I am giving you are for all of the Marshall plan 
countries and go beyond the North Atlantic Treaty countries them- 
selves. ‘ 

That additional military expenditure out of their own budgets— 
and expenditure for the most part within the countries themselves—is 
a measure, of course, of an added economic load on them. To under- 
stand the relationship between their need for external aid and any such 
added load, it is, I think, important to follow through the impact that 
these expenditures, and especially these increased expenditures, will 
have on each of the European countries. 

It will, of course, require the employment of substantial additional 
people, both in the military services themselves and in the military 
production. That need will be met in part by fuller employment of 
people already employed in part; drawing the unemployed into em- 
ployment in countries like Italy and Germany; and in part by divert- 
ing manpower from civilian to military production. 

If the expenditures are to be made and the production is to be 
accomplished, it is also going to be necessary, of course, to divert other 
economic resources, notably industrial and other productive facilities. 
It will be necessary to use substantially increased amounts of raw 
materials. Furthermore, foods, raw materials, and other goods, will 
be directly consumed on a larger scale by the armed services them- 
selves. 

Almost all of these countries are dependent on their foreign trade 
to a very much greater extent, of course, than is the United States. 
In a small country like Belgium there is a dollar of imports for every 
$3 of the national income, and a similar amount of exports. Naturally, 
therefore, as the process of rearmament absorbs manpower, produc- 
tive facilities, raw materials, and commodities in larger and larger 
volume, these countries will have to import more goods for rearma- 
ment purposes, and there will be a diversion of economic resources 
away from the production of exports and the rendering of services 
that earn foreign exchange resources for them. 

It is through that chain of causation that larger military expendi- 
tures within the country increase their need to bring in and to buy 
goods and services elsewhere in the world and reduce their capacity 
to sell goods and services, and thus to earn funds or money elsewhere 
in the world. 

It is to meet that situation that it is proposed that they should be 
supplied with economic assistance. I think it is probably—and we 
can make a rough calculation of this—that in every one of these coun- 
tries the amount of economic assistance that is proposed to be furn- 
ished will be less than sufficient to finance the commodities, the 
machine tools, the equipment, the raw materials, the services, that 
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they will have to import from abroad to put directly into military 
production. I believe, therefore, that if we were to limit our financing 
to those imported goods and services that do go identifiably into 
military uses, we would come out with figures somewhat larger than 
those before you, although we have not made a precise calculation. 

Naturally then, the question arises, why we do not in fact use the 
procedures that we have employed in the past under the military de- 
fense assistance program—the military aid program—rather than the 
procedures that have been employed in the furnishing of ERP or 
Marshall-plan aid. 1 think the answer to that question is that we are 
concerned, and we must concern ourselves, with the total resources of 
these countries; with ‘the uses to which they put not only the re- 
sources that they are enabled to buy with our financing and with 
funds that we provide them with, but also their own resources. 

I use the word “resources” here to include not only the goods and 
services they import from abroad, but also their own domestic re- 
sources; the use of their own manpower and their industrial facilities, 
and goods that they produce domestically. 

If I may try to drive home this point, if we were next year, with 
such material as copper or aluminum, to take the position that we 
would finance only that part of it that identifiably goes into military 
end uses within the receiving country, and if we were to concern our- 
selves only with the use made by the country of the goods we finance, 
it is quite possible that there could be a diversion of copper secured 
from other resources ; of copper or aluminum produced domestically or 
produced in the country’s own colonies, to uses that we would regard 
as low priority. 

The wastage of resources against which we feel we,must be on 
guard, could occur, and our narrow controls over the goods that we 
finance would be quite inadequate to achieve the purposes we have in 
mind. 

Therefore, it is our belief that broadly the principle that must be 
applied next year in the administration of economic support, what- 
ever the details of its administration, the broad principle must be 
that we must insist on what we regard as a satisfactory and appropri- 
ate use by these countries of the whole of their economic resources; 
their own indigenous resources and goods and services that they im- 
port from abroad. We must not confine our examination and our 
conditions merely to the goods that are financed by the United 
States. 

Given that need for agreement with the countries on the whole of 
what they are doing, and on the use of all of their resources, there 
are very great advantages of a purely administrative and mechanical 
nature not to limit dollar assistance or economic support to the finane- 
ing of goods and equipment that can be traced through to military 
end uses. ; 

In effect, what I am saying is that we propose and we feel what 
is necessary is a broader and more comprehensive and more exacting 
condition applied to any economic support than the condition that 
would be applied if we satisfied ourselves merely as to the end use of 
the particular goods that we financed. 

T want not to raise still a third question which has come up in pre- 
vious discussions of the committee, which I think can be put in this 
form. It is perfectly clear that some of the economic aid that is 
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proposed in this legislation before you is not to support rearmament 
in Europe. It is for recovery purposes of exactly the sort to which 
the Marshall plan has been directed in the past. 

I think the committee has evidenced some interest in the extent to 
which the economic support that is here proposed could be said to be a 
continuation of the Marshall plan and the extent to which it is 
properly, and in the sense in which I have just been describing 
it, economic aid that is made necessary by and is in support of rearm- 
ament. 

I am going to give you some figures on that and give you the best 
answer With it, or the best type of answer that I think can be given to 
the question. 

Chairman Ricnarps. Just 1 minute, please. Mr. Bissell, I hate to 
interrupt your train of thought, but if you were going into the figure 
end of it, I thought that this would be a good place to do this. 

I would like to say for the information of the committee that the 
widow of our beloved departed chairman will be sworn in here rather 
soon after the prayer. I want to go down, and maybe some of the 
other members would like to be on the floor at that time. If so, I 
think we should take a 15- or 20-minute recess. I would like to hear 
your opinion about that. 

If you do not want to go down and you would prefer that I just go 
down, it will be all right. I would like to hear whatever you say 
about that. Some of the members will want to be there, and all of 
us would hate to miss Mr, Bissell’s testimony, I am sure. 

Mr. Vorys. Mr. Chairman, very promptly on the floor this after- 
noon, important matters will come up. 1 think we should be there. 

Chairman Ricnarps. I was going to mention that. There are cer- 
tain features of the bill, or certain parts, in which the members are 
interested for one reason or another. I was going to ask the commit- 
tee’s wishes about that, and about postponing an afternoon session 
until the bill is completed. I think most of the members will want 
to be on the floor for that. 

I do not want to interrupt these hearings for any purpose that is not 
worth while. What does the committee think about that? I thought 
it was a good place right when Mr. Bissell was going into his 
figures to raise those questions. Do the members think they should 
be on the floor this afternoon / 

Mrs. Boron. Yes, sir. 

Mr. Javits. We will be needed, Mr. Chairman. 

Chairman Ricwarps. There is no contrary opinion to that ? 

(No response.) 

Chairman Ricuarps, All right. This matter will be brought up 
right after Mrs. Kee is sworn in, I think we should have a recess right 
now until the business we are talking about is completed on the floor 
this afternoon. 

Mr. Bissell, could you and the other witnesses be available around 
2:30? I think we will finish it then. 

Mr. Bissevy. Yes, sir. 

Chairman Ricnarps. If we are not through by then we wish you 
would wait around until we can return. 

The committee will stand in recess until 2 :30. 

(Whereupon, at 12 noon the committee adjourned until 2:30 p.m. 


of the same day.) 
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(The scheduled afternoon meeting was canceled because of urgent 
business on the floor of the House. ) 


NIGHT SESSION 


(The committee met in the House Foreign Affairs Committee room, 
the Capitol, at 7:30 p.m., Hon. James P. Richards (chairman) pre- 
siding. ) 

Chairman Ricuarps. The committee will come to order, please. We 
will continue hearings on the mutual-security program. The first 
witness we have tonight is Mr. Dudley B. Bonsal, of the Association 
of the Bar of the City of New York. 

Mr. Bonsal, will you have a seat, please, sir? 


STATEMENT OF DUDLEY B. BONSAL, APPEARING ON BEHALF OF 
THE ASSOCIATION OF THE BAR OF THE CITY OF NEW YORK 


Mr. Bonsau. Mr. Chairman, thank you, sir. 

Chairman Ricuarps. Mr. Bonsal, do you represent the Association 
of the Bar of the City of New York? 

Mr. Bonsau. Yes, sir. 

Chairman Ricuarps. Have you a prepared statement / 

Mr. Bonsa, I have forwarded to the clerk the 35 copies of the re- 
port of our association, on American investments abroad which was 
approved by the association on March 13, 1951. 

In addition to that I prepared very roughly a few remarks I would 
like to make, addressed to this report, if 1 may, and I would be glad 
to leave the draft with the clerk hs I conclude. 

Chairman Ricwarvs. We have distributed the printed report to the 
members, and without objection the entire draft of your remarks 
will be included in the record and you will be able to testify in your 
own way as to any other statement you wish to make. 

(The report of the Association of the Bar of the City of New York 
entitled, “Report on American Investments Abroad,” is as follows:) 


REPORT ON AMERICAN INVESTMENTS ABROAD 


Report of Committee on Foreign Law and Committee on International Law; 
Association of the Bar of the City of New York 


INTRODUCTION 


This report is the joint effort of the association’s foreign law and international 
law committees. The primary responsibility of the foreign law committee has 
been to indicate the kind of legal protection which American enterprise seeks 
when it goes abroad and the legal impediments found abroad which have a re- 
stricting effect on the flow of American capital. The primary responsibility of 
the international law committee has been to suggest methods by which the 
Government of the United States can seek the gradual elimination of the more 
important restrictions on American investment and undertake other measures 
designed to encourage American enterprise in and the flow of American Capital to 
foreign countries. Your committees are of the opinion that it is not in the prov- 
ince of the association to question or criticize the foreign economie policy of 
the United States as it has been laid down by the President and the Department 
of State. However, the association can serve a useful purpose in pointing out 
legal obstacles to the carrying out of our foreign economic policy and in suggest- 
ing methods by which that policy may be furthered. 

It cannot be expected of course that all of the obstacles below enumerated 
on American investment abroad can be removed, for a long time to come. How- 
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ever, to the extent that these restrictions are removed or alleviated, it can be 
expected that American private enterprise can and will do a better job in in- 
creasing world production and developing sound economic relationships. The 
so-called point 4 program was designed not as a program to commence operating 
in an ideal world, but as a means of bringing about order and stability by in- 
creasing production in those parts of the world where development lags. The 
attainment of this objective requires the cooperation of private enterprise and 
we cannot wait until all outstanding legal issues are settled, nor until political 
conditions satisfactory to American investors obtain throughout the world. Fi- 
nally, it must be recognized that social systems differ according to the capac- 
ities and traditions of peoples, and that American private enterprise must not 
expect to change these systems. 


STATEMENT OF FOREIGN ECONOMIC POLICY AND PRINCIPLES GOVERNING INVESTMENTS 
ABROAD 


The foreign economic policy of the United States encourages private invest- 
ment of American capital abroad. This is dramatically emphasized by the point 
4 program for assistance to underdeveloped countries. The protection of 
American investments abroad becomes consequently of ever-greater importance, 
not only to the investor concerned, but also to the success of the foreign economic 
policy of this country. p 

Principles governing such investments are— 

1. Foreign enterprise should have the right to manage its business. 

2. Foreign enterprise should receive treatment not less favorable than 
that accorded to local enterprise. Minimum standards of fair treatment 
should be observed, 

3. Foreign enterprise should be assured of the withdrawal of earnings on 
capital investment within reasonable limits and of the convertibility 
of such withdrawal. 

4. Foreign enterprise should be protected against expropriation except in 
in the exercise of paramount public policy in which event any expro- 
priation should be accompanied by adequate and prompt payment of 
compensation to be determined in fair and speedy proceedings. 






INVESTMENTS ABROAD 





IMPEDIMENTS TO AMERICAN 


There are a variety of measures of foreign governments which interfere 
with sound American investment. Their discriminatory and even contiscatory 
character is not always obvious. Sometimes legislation is unsatisfactory, but 
more often its application in practice becomes harmful to the interests of the 
foreign investor. 

For any consideration of remedies through diplomatic protection by bilateral 
treaties, other agreements, or international agencies, it will be necessary to in- 
vestigate the legal character and effects of possible obstacles to American in- 
vestments abroad under foreign law or practice. 

Impediments to American investments abroad may be found in the terms of 
the application of the following: 

I. Right to engage in business in a foreign country : 

(a) Direct prohibition against foreign investment in certain fields, e. g¢., in 
industries considered strategic, and in real property. 
(b) Licensing of new enterprises : 

(i) Direct licensing in countries where no new enterprise, whether 
domestic or foreign, will be allowed except with a license from the 
appropriate authorities; it is probable that such type of licensing will 
be of great importance in any Socialist state where “planning” is con- 
sidered important, in order to forestall investment in uneconomic or 
“luxury” enterprises. 

(ii) Indirect methods of licensing, such as the withholding of labor 
permits for the foreign personnel necessary to establish or maintain 
an enterprise, health requirements such as those sought to he applied in 
France against Coca-Cola, zoning and other requirements with respect to 
the location of industry, ete. 

(c) Laws or regulations with respect to the establishment of branches by 
foreign corporations. 

(d) Obtaining exit permits for foreign personnel. This, it is understood, 
has been quite a problem in Communist China, where, in effect, foreign per- 
sonnel have been held as hostages. 
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II. Form of organization, ownership, and management of local corporations, 
in which foreigners have an equity interest : 

(a) Requirements that a certain proportion of the directors aud managers 
of the corporation be nationals of the foreign country. 

(b) Requirements that a certain proportion of the stock of the corporation 
be owned by nationals of the country concerned ; this type of restriction may 
he of considerable importance if there is a shortage of available capital for 
investment in the country, so that the participation of national interests is 
difficult to obtain. 

(c) Limitation on the voting power of (foreign) majority stockholders. 

III. Taxation: 

(a) Tax laws where income of enterprises as a whole, including income 
earned outside of the country involved, is subjected to taxation by the coun- 
try concerned. 

(b) Problems in connection with the taxation of such corporations, i. e., 
existence of withholding taxes on dividends, ete. 

(c) Effect of the internal tax structure of the country concerned on the 
enterprise (“more burdensome taxes”). 

IV. Control of foreign exchange: 

(a) Limitations on remittance of earnings, finder regulations of genera! 
application or those which are applicable only to specific industries, such as 
the English requirements with respect to the remittance of the profits of 
exhibition of American motion pictures (under which a portion of the 
earnings must be reinvested in the country). 

(6) Restrictions upon imports necessary to the business of the foreign 
owned enterprise or upon payments therefor. 

(c) Exchange controls affecting the right to withdraw in dollars or other 
foreign currency (convertibility) either the amount of the original invest- 
ment or profits accrued thereon. 

V. Labor: 

(a) Labor and immigration regulations, e. g., requirements that a certain 
proportion of the employees be natives of the country involved, and exten- 
sion of this requirement into the category of resident agents, traveling 
salesmen, and managerial personnel. 

(b) Prejudicial labor union practices and laws with respect thereto; 
this may be important in cases where a large American company in a rela- 
tively undeveloped country is by far the largest employer, e. ¢., the United 
Fruit Co. in Guatemala, which it is understood, is the target of “general 
laws” applicable to all employers of more than a given number of em- 
ployees; or the position of the American oil companies in Mexico prior to 
expropriation, when they were objects of unrealistic wage demands from 
their unionized employees, backed by the Government. 

VI. Conduct of judicial and administrative proceedings : 

Courts and administrative agencies prejudiced against the “rich foreign 
corporation.” 

VII. Subsidies and other discriminatory protection to national competitors, 

(a) Subsidies to industries owned by nationals or other protection 
granted to national competitors of American or other foreign enterprises 
(export subsidies). 

(b) Other governmental interference in current management of the 
enterprise, for example, the price control and rationing system, if any, 
which could be applied to put the foreign owned enterprise at a great com- 
petitive disadvantage, especially if imported materials are involved. 

VIII. Laws and regulations relating to the recognition or protection of 
patents, trade-marks, copyrights, and other industrial property rights. 
IX. Taking of property : 

(a) Imposition of fines and retroactive taxes in order to reduce the effec- 
tive proceeds that can be withdrawn in case of liquidation. 

(b) Condemnation for a public use and other forms of “involuntary 
transfer” of assets. 

(c) Appropriation of foreign assets by the governments concerned when 
subsidiaries of American companies registered under domestic law are con- 
sidered “nationals” whose assets may be marshalled or vested. 

(d) Nationalization of an industry on a nondiscriminatory basis, e. z., 
England and France. 

(e) Confiscation on a discriminatory basis (this category may well be 
partially coextensive with category (d@) above) ; the best example of such 
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proceeding being furnished by the satellite countries of Eastern Europe 
where proof of violations of criminal law is obtained through, for example, 
confessions of espionage, etc., in order to deny foreign investors the right 
to compensation. 

(f) Effect of nationalization on debt claims owed to foreign investors, 
e. g., the recent Czecholslovak naticnalization law which permits the Govern- 
ment to cancel the “economically unjustified debts” of a nationalized 
enterprise. 

X. Inadequacy of compensation on nationalization or other taking: 

(a) Is it sufficient that the foreign investor is given the same treatment as 
the native investor (minimum standard)? 

(b) Is compensation adequate if given in long-terin Government bonds or 
in long-term bonds of the nationalized industry, interest being dependent 
upon earnings? 

(c) Is the procedure for determination of the amount of compensation 
and its valuation adequate? 

(d) Is participation of representatives of the American investors in such 
proceedings assured, both on the domestic and international level (special 
arbitration) ? 


METHODS BY WHICH LEGAL OBSTACLES TO AMERICAN INVESTMENT ABROAD MAY BE 
REMOVED OR ALLEVIATED 


Bearing in mind that conditions considered ideal by investors are not likely 
to be fully attained, nevertheless the following proposals would, in the opinion 
of your committees, facilitate American investment in foreign areas: 

1. The negotiation of bilateral investment treaties, having as their purpose 
the elimination, where practicable, of the impediments above mentioned, 
and giving assurance that in the event of expropriation American enterprise 
will receive prompt, adequate and effective compensation and will have 
recourse to an appropriate international forum to enforce its rights thereto. 

2. Recognition in our own tax laws that income from new investments 
under point 4 should be taxed in the country of investment rather than in 
the country from which the capital proceeds, and application of this prin- 
ciple to income earned abroad by American citizens for personal services 
rendered under point 4 while abroad, regardless of the length of the dura- 
tion of the service. A supplementary proposal would be a more liberal 
depreciation allowance for American investment abroad predicated on the 
greater risks involved. 

3. Expanded programs through the United Nations and intergovernment 
programs in fields of health, sanitation, education and food supply, and 
other fields not adapted to private enterprise, designed to raise the standard 
of living in underdeveloped countries, as being one of the most effective 
Ways to improve the investment climate. 

4. The creation of a new international private financing facility designed 
for the purpose of stimulating foreign investment and assuring the private 
investor of currency convertibility. 

Your committees present the following resolutions and move for their adop- 
tion: 

Resolved, That the Association of the Bar of the City of New York, mindful of 
its responsibility to assist the Government in accomplishing the aims of its 
foreign economic policy, confident that the private-enterprise system provides 
the most practical known way of attaining the objectives of that policy, and 
believing that the encouragement of American investment abroad is an important 
means to world peace and stability and to insuring our own national security, 
approves the foregoing report; and further 

Resolved, That the president of the association be requested to present the 
report and these resolutions to the Secretary of State. 

Respectfully submitted. 

Committee on foreign law: Dudley B. Bonsal (chairman), Dana Con- 
verse Backus, Theodore R. Black, Peter Borie, Otis B. Bosworth, 
Hobart L. Brinsmade, Elliott E. Cheatham, Charles W. Crawford, 
Martin Domke, Phanor J. Eder, John Noble, Jr... Angelo Piero 
Sereni, Paul Smith, Jr., Otto C. Sommerich, Leticia A. Tedeschi- 
Sant’Agata, Robert F. Weissenstein. 
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Committee on international law: A. A. Berle, Jr. (chairman), Murray 
©. Bernays, Joseph L. Broderick, William Tucker Dean, Jr., 
Henry P. deVries, Thorold J. Deyrup, Samuel E. Gates, William 
E. Jackson, Dorothy Kenyon, W. Lawrence King, Jr., Parker 
McCollester, Paul V. McNutt, A. J. Gustin Priest, Seymour B. 
Quel, Louis Waldman, René A, Wormser. 


FEBRUARY 14, 1951. 


Mr. Bonsat. Thank you, Mr. Chairman. 

First of all, I would like to express on behalf of the Association of 
the Bar of the City of New York our appreciation of being invited to 
appear before the committee. 

While our association is not, of course, in a position to speak with 
regard to the military-aid features of the legislation before you, it is 
interested in that part which deals with economic aid, to which sub- 
ject I will confine the few remarks which I have to make. 

Our interest in the economic-aid program is not so much the amount 
involved, although as taxpayers we are deeply concerned that the 
program be carried out on the most economic basis possible. Our 
primary concern is the manner in which such economic cooperation 
with other countries is to be carried out. 

We realize the need for the emergency program envisaged in the 
legislation before you, but urge that in the longer run the job can 
be done largely by private enterprise with a minmum of Government 
spending. 

On March 13 last the association approved a report on American 
investments abroad, which was prepared by the association’s commit- 
iees on foreign law and on international law. 

As the chairman has stated, copies of this report have been dis- 
tributed to you. 

This report deals with the role of private enterprise in foreign 
investment. 

In our report you will find listed on page 128 a statement of princi- 
ples which we feel should govern investment abroad. Thereafter we 
list a large number of impediments which private enterprise has found 
in making investments abroad, and which have acted as a deterrent, 
and in some cases made foreign investment impossible in some areas. 

Then we suggest on page 131, under the heading, “Methods by which 
legal obstacles to American investment abroad may be removed or 
alleviated” four different ways by which we think this can be ac- 
complished. 

Of course, private enterprise does not expect that all of the obstacles 
to American investment abroad will be removed for a long time to 
come. However, we are convinced to the extent they are removed or 
alleviated American enterprise will be encouraged to increase its 
investments abroad in support of our Government’s foreign economic 
policy, and in support of the struggle to raise the standard of living 
of underdeveloped countries to the point where they will join with us 
in the battle of freedom. 

The methods which we propose are the following: 

1. The negotiation of bilateral investment treaties, having as their 
purpose the elimination, where practicable, of the impediments above 
mentioned, and giving assurance that in the event of expropriation 
American enterprise will receive prompt, adequate and effective com- 
pensation and will have recourse to an appropriate international 
forum to enforce its rights thereto. 
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9, Recognition in our own tax laws that income from new invest- 
ments under point 4 should be taxed in the country of investment 
rather than in the country from which the capital proceeds, and appli- 
cation of this principle to income earned abroad by American citizens 
for personal services rendered under point 4 while abroad, regardless 
of the length of the duration of the service. A supplementary proposal 
would be a more liberal depreciation allowance for American invest- 
ment abroad predicated on the greater risks involved. 

3. Expanded programs through the United Nations and intergov- 
ernment programs in fields of health, sanitation, education, and food 
supply, and other fields not adapted to private enterprise, designed 
to raise the standard of living in underdeveloped countries, as being 
one of the most effective ways to improve the investment climate. 

Mr. Chairman, that is a form of investment that we in our associa- 
tion feel must be a Government investment, but it can do a great deal 
to improve the general picture by encouraging private enterprise to go 
abroad. 

4. The creation of a new international private financing facility 
designed for the purpose of stimulating foreign investment and assur- 
ing the private investor of currency convertibility. ; 

I happened to be in Germany last week and hitch-hiked a ride from 
Konigstein to Frankfurt. It happened that my driver came from 
South Carolina, Mr. Chairman. 

Chairman Rrewarps. He was a good one, then. 

Mr. Bonsav. He was a good driver and a very nice fellow. He was 
a young lieutenant who had come to Germany in 1945 and stayed with 
the occupation more or less ever since. 

He told me there was no question among our soldiers as to what they 
had been fighting for, or wines they might have to fight for. Having 
seen at first hand what happens to a people who have sacrificed their 
freedom, there was not the slightest doubt in his mind or in theirs 
that our way of life was worth fighting for, whatever the sacrifice. 

What did bother my friend in Germany—and he told me it bothered 
some of his friends—was the danger of losing at home the battle 
which we seek to win abroad. You gentlemen are trustees for all of 
us, to see that this does not happen. 

It seems to our association that the greatest contribution to the 
preservation of our way of life will come about through sharing our 
own ideas, and our own freedom, including the freedom of initiative, 
with others. Here we hope that private enterprise will be allowed to 
play its proper part. There is no reason to believe that we can help 
our cause by building government-dominated economic systems abroad 
when we do not believe in doing so at home. 

We recognize that Government spending for foreign economic aid 
is necessary during a period of years of great international stress, 
such as we are now going through. Also, that Government spending 
in small amounts on a cooperative basis with other countries may 
be advisable on a more or less permanent basis in limited fields of 
basic economy development not adapted to private enterprise, such 
as health and sanitation, and the other fields I have previously 
mentioned. 

I would like, therefore, to express the hope of the association that 
in considering the important legislation before you you will give 
due regard to the role which private enterprise can and wants to play. 
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We urge that recognition of the importance of its role be continually 
stressed in all legislation dealing with economic aid. 

Only in this way will the other countries understand, first, that we 
believe in private enterprise; secondly, that our Government aid is 
temporary and that their own economic well-being will be greatly 
enhanced if they give private enterprise a fair break. 

One final comment, Mr. Chairman. In the bill, as I understand 
it, pending before the committee, there is no reference to the role of 
private enterprise at all. I think our association would feel very 
strongly that it is both practical and useful to continue to stress the 
role of private enterprise. It is too easy for the foreign countries to 
accept Government money—to get on the payroll. But in the long 
run I do not think it can do anything but spell disaster to us if they do. 

Thank you, Mr. Chairman. 

Chairman Ricuarps. Thank you very much, Mr. Bonsal, for that 
statement. You have brought out a point there that we have been 
thinking about for a long time in this committee, and have acted 
upon rather weakly on one or two occasions. Mr. Vorys here is a 
specialist on the guaranty business. He has been raising Cain about 
that.a long time. ‘ 

What do you think as to how far the guaranties should go to 
encourage private enterprise? Convertibility and what else ? 

Mr. Bonsar. I cannot speak for the Bar Association of the city of 
New York on that, Mr. Chairman.. My own view is that a guarantee— 
if you have a guarantee at all it should be limited to convertibility. I 
think a guarantee that goes any further may encourage the wrong 
kind of a fellow to make the investment, or else it raises a temptation 
to people doing these things not on a normal job basis at all, but just 
because somebody else is going to bail them out. 

I have personally never been awfully keen on guarantees except to 
insure convertibility, which is something completely beyond the control 
of the fellow making the investment. 

Chairman Ricuarps. Thank you, sir. 

Mr. Vorys. 

Mr. Vorys. You have a very interesting and helpful statement, Mr. 
Bonsal. There are some of us who, if the choice was between a give- 
away and guarantees, would prefer guarantees. 

Mr. Bonsat. I would agree with that, Mr. Vorys. 

Mr. Vorys. That would be in the ECA territory. But for the rest 
of the world, where the choice is between guarantees and ordinary 
business transactions, we preferred business transactions. Maybe we 
were not consistent, but our position in urging the use of guarantees in 
the European recovery program was that by that device even if the 
Government had to meet the guarantees, we ended up with the foreign 
currency, and it was ours. 

Mr. Bonsau. Yes. 

Mr. Vorys. Whereas under the grant system with counterpart the 
other country ended up with the currency and we had merely a veto 
power on how it should be used. I believe, though, you have paid 
vour respects to the idea of whether we should plan for a permanent 
plan of aiding all these countries by grants. 

Mr. Bonsat. Well, I think on that, Mr. Vorys, that there are certain 
basic economy fields where it does seem to me with my limited knowl- 
edge that it can be useful, providing it is cooperative and it is not a 
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Santa Claus arrangement on our part, and that they do their share. 

I do know, for instance, that a number of the health and sanitation 
programs we have carried on have turned out very successfully. I 
think Brazil is a case in point, where we have started putting in the 
lion’s share, and I think that now Brazil is putting in by far the lion’s 
share, and the results have been very good. However, I do not think 
those things should be expensive, and I think they should be pretty 
limited. 

Mr. Vorys. I agree with you. Thank you, Mr. Chairman. 

Chairman Ricuarps. Mr. Mansfield. 

Mr. Mansrietp. Mr. Bonsal, I have no questions, but I am de- 
lighted that you are appearing before this committee and have given 
us the views of the Bar Association of the city of New York. I was 
especially pleased with your last statement, because what you say in 
effect is a good word for the point 4 program, which had its genesis in 
the very type of cooperative programs you mentioned in Latin 
America. 

I think the record will bear this statement out, that not only in 
Brazil, but in the major portion of Latin-American countries wherein 
this program has been operating for the past 11 or 12 years anyway, 
that now a greater proportion of the expense is being borne by the so- 
called recipient countries of Latin America. 

I have always felt that this facet of our foreign policy was perhaps 
the best one in the whole lot because it was cooperative. It was not 
a give-away, but it was something that was mutually beneficial to the 
participants, 

Thank you very much, Mr. Bonsal, for a fine statement. 

Mr. Bonsau. Thank you, Mr. Mansfield. 

Chairman Ricuarps. Mr. Bonsal, I will now turn you over to the 
tender mercies of your kinswoman here. We think a lot of her, and 
that is a pretty good recommendation in itself. 

Mr. Bonsa. We think a good deal of her too. 

Chairman Ricuarps. Mrs. Bolton. 

Mrs. Bouron. It is good to see you. 

In your fourth point you say, 

The creation of a new international private financing facility designed for the 
purpose of stimulating foreign investment— 

Could you give us just a little brief outline of what you mean by that 
and what you envisage ¢ 

Mr. Bonsau. Well, years ago there was talk of an Inter-American 
Bank which was to accomplish this. I think that was before the last 
war. 

Mrs. Bouron. By “Inter-American” you mean in the new hemis- 
phere / 

Mr. Bonsau. Yes. Inthe new hemisphere. It never bore fruit. We 
felt, and I think particularly Adolph Berle, who was Chairman of 
the International Law Committee, felt particularly strongly on this, 
that you provide a mechanism for foreign exchange through such a 
bank, which is something that could take the place of the guaranties, 
assuming that the bank function could operate and that they have a 
variety of currencies. At the same time the bank might be in a posi- 
tion to give credit to projects, particularly to projects where on a 
three-cornered trade relationship they could come out, whereas an 
individual might not come out. 
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We really never worked it out in detail, Mrs. Bolton. Perhaps we 
should have, but it was just the thinking in the back of our minds. 

Mrs. Bouron. Thank you very much. 

Chairman Ricuarps. Mr. Burleson. 

Mr. Burreson. I have no questions, Mr. Chairman. Thank you. 

Chairman Ricuarps. Mr. Judd. 

Mr. Jupp. Mr. Bonsal, you said that you thought Government guar- 
anties ought to go only to the extent of sassuring convertibility, but 
are not the political uncertainties in these countries perhaps an even 
greater deterrent to the right kind of investments abroad? You 
would not favor providing guaranties for reimbursement in case of 
violence by moods or riot, for example ¢ 

Mr. Bonsat. I think this, Dr. Judd: That American investments 
have been going on a long time. I think American businessmen by 
and large will take their chances on a good deal of political uncer- 
tainty. They have had it before. However, there is one thing they 
do want, and that is if their properties are expropriated or swiped by 
the foreign country, they want to be compensated, and I think they 
are entitled to be. They feel that very strongly 

That is why, as you noticed, we put in a point on that. 

With that I think they will take a lot of chances on political in- 
stability, because the whole effect of this thing is to create more sta- 
bility, and that is what they are trying to do. 

Mr. Jupp. Of course, that has not been our experience. I think the 
major reason is that while businessmen have been willing to take 
these chances in the past, the situation they face now is not the sit- 
uation they faced in previous years. 

Mr. Bonsau. That is true. 

Mr. Jupp. There were always the hazards of possible violence in 
an underdeveloped country, but now you have an organized world- 
wide conspiracy whose business day and night is to create these un- 
certain conditions. Thus you have the regular hazards which have 
always been there, and which are formidable, plus an organized dia- 
bolically clever and determined effort to make you fail. 

We in this committee, when we wrote those guaranty provisions, 
thought we ought to get a tremendous response, but we found out 
differently and we have been disappointed. 

I hope you are right, but since time just now is an urgent factor, I 
would rather err on the side of giving more assurance to investors 
of reimbursement from our country where you cannot get it from 
the other countries, even though authorizing that might encourage 
somewhat expropriation or lawlessness. But either we have got to 
do this by private means, or we are going to have to do it by Govern- 
ment means. 

If we guarantee and have to pay, we are no worse off than if we 
had made the original investment with Government funds, and in 
some cases we may succeed. Therefore, I am inclined to go a bit 
further than your group is at the present time prepared to go. 

Mr. Bonsau. I must say, Dr. Judd, in speaking of that I was speak- 
ing individually. I would not put the association of the bar on record 
on the subject of guaranties. It has been highly controversial, as 
you know. Iam just speaking purely as an individual, and it might 
well be that my association would favor guaranties. 
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Mr. MansFietp. Will the gentleman yield? 

Mr. Jupp. Yes. 

Mr. Mansrtevp. Is it not true there was a Mr. Liddell representing 
the American Bar Association, who came before this committee ur 
gently recommending that we put that in the legislation on guaranties 

Mr. Jupp. Yes. 

Mr. Bonsau. I think that is correct. 

Mr. Jupp. Mr. Bonsal, are you familiar with the so-called point 4 
legislation ¢ 

Mr. Bonsau. Yes. 

Mr. Jupp. You recall that the bill when prepared by this committee 
and passed by the House had avery considerable section, partly in the 
declaration of policy and partly in the substantive sections, designed 
to encourage and put primary y emphasis on private investment / 

Mr. Bonsat. Yes; I do, sir. 

Mr. Jupp. As the long-term solution. 

Mr. Bonsau. Yes. 

Mr. Jupp. Yet the bill that finally came from the other body had 
most of that stricken out, and what was left was mostly a Government 
operation, 

Would you care to comment on which your group feels is the better 
approach ¢ 

Mr. Bonsau. That of your committe, sir, without any question. I 
think I feel, and we all do, that in taking the bill before you, which 
has nothing about private enterprise in it at all, that when read by the 
recipient country—the other country—they just think they are getting 
on the payroll. So I think in any of this legislation we ought to put 
up all the red flags you could possibly put up. 

Mr. Jupp. Thank you very much. The Members of Congress get 
letters saying, “We insist you pass so-and-so without crippling or 
emasculating amendments.” I judge you prefer this bill not to be 
crippled and emasculated ¢ 

Mr. Bonsat. That is right. 

Mr. Jupp. ‘Thank you. 

Chairman Ricuarps. Mr. Carnahan. 

Mr. Carnanan. No questions, Mr, Chairman. 

Chairman Ricuarps. Mr. Battle. 

Mr. Barrie. No questions at this time, Mr. Chairman. 

Chairman Ricnarps. Mr. Herter. 

Mr. Herrer. No questions. 

Chairman Ricuarps. If I have overlooked anybody, are there any 
other questions ¢ 

Mr. Burieson. Mr. Chairman, if I may just ask Mr. Bonsal this 
question, I would appreciate it. 

Chairman Ricuarps. Mr. Burleson. 

Mr. Bururson. I observe in your prepared statement you make 
reference to Egypt. Have you read the speech made by the Egyptian 
Ambassador recently—I believe. at one of our universities a couple of 
weeks ago? 

Mr. Bonsau. I am sorry, but I did not say that. 

Mr. Mansriecp. Did you have the impression, Mr. Burleson, that 
Mr. Bonsal is testifying in place of Mr. Van Kirk? 

Mr. Burteson. E vidently I have the wrong statement before me— 
you are not testifying directly on the Middle East ? 
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Mr. Bonsau. No, sir. I think maybe you are thinking of some of 
these other gentlemen. I did not say that. 

Chairman Ricuarps. Thank you very much, Mr. Bonsal, and we 
will give very serious consideration to your recommendations. 

Mr. Bonsat, Thank you, sir. 

Chairman Ricnarps. The next witness is Mr. Clarence Pickett. 

Mr. Pickett, will you have a seat, siré Mr. Pickett, you represent 
what organization / 


STATEMENT OF CLARENCE PICKETT, APPEARING ON BEHALF 
OF THE AMERICAN FRIENDS SERVICE COMMITTEE OF 
PHILADELPHIA 


Mr. Pickxerr. The American Friends Service Committee of Phila- 
delphia. I am honorary secretary of that committee. 

Chairman Ricuarps. Do you have a prepared statement ¢ 

Mr. Pickerr. I have not a prepared statement. No. I would like 
to make just a brief verbal statement, if 1 may. 

Chairman Ricuarps. All right. Proceed in your own way. 

Mr. Pickxerr. The background of this statement arises out of the 
fact that toward the end of 1948 the United Nations asked our organi- 
zation, along with the International Red Cross and the League of Red 
Cross Societies, to undertake the administration of relief for Arab 
refugees in the Middle East. I, being the administrative officer of 
that ‘committee, went to the Middle East and assisted in the setting up 
of that operation, which we carried on for about a year and a half, until 
the United Nations set up its own administration and took over for 
the three of us who had carried it to that point. 

I wanted to make a few observations, based on that. In the first 
place, I would like to impress deeply on this committee the attitude 
of the Arab world, as I saw it, at least, as one of hostility toward the 
United States. That hostility was felt even personally at the begin- 
ning of negotiations in Egypt, when we had to deal with the Egyptian 
Government because we were in what is now called the Gaza strip. 
That is the part that was taken and retained by the Egyptian Army. 

That personal attitude wore off, but even to this day I expect you 
are conscious, as anyone is who goes into this part of the world, of the 

fact that because the State of Israel was recognized almost immedi- 
ately on its being set up and decreed, that it made the Arab world fee! 
that the United States was hostile to the Arab world. That was aug- 
mented, of course, by the fact that in this particular part of what used 
to be Palestine and now is a part of Egypt, there were 225,000 people 
who were away from home. 

It depends on who is taiking for a decision as to why they were away 
from home. If it isa Jew he would say that they ran away. If it is an 
Arab he would say that they were chased out. But, at any rate, they 
were away from home and were extremely unhappy. - A good many of 
them lived on bare sand when I went there, having not even tents 
to live in. Some were within 10 miles of the little place where they 
and their families had lived for hundreds of vears. The line between 
the Israeli and the Egyptian armies was only about 5 miles from the 
Mediterranean Sea. Some could stand at the edge of the town of 
Gaza and look across the valley at their own little land holdings, and, 
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of course, it made them feel bitter, unsettled, and insecure, and feel 
that the world was against them. 

That is important, I think. No one can prove, or I at least am not 
in a position to prove, how much of the present political unrest is due 
to the unsettled conditions, that is, the continued unsettled conditions 
up to this time of the Arab refugees. However, you have had a series 
of assassinations, ending last week in the assassination of King 
Abdullah. 

A part of the problem, [ am sure, is the unrest in the Middle East, 
and no small part of it arises out of the long drawn out and unsatis- 
factory way in which these people have had to live. 

I hasten to say that the United States has come to the rescue and 
has given, from our point of view, I suppose we would say, generous 
assistance. I do not mean to say by that.that the Arabs have been very 
generously fed, because the amount of funds provided to the United 
Nations has not been sufficient to provide them with anything more 
than the barest means of living, but we have contributed in the past: 

I want first of all to speak with a deep sense of conviction that I 
do not believe that anything could be worse or have a worse effect to- 
ward further upsetting the political and economic structure of the 
Middle East than that, relief should be stopped. If that were cut off 
one could hardly predict how much further the deterioration of rela- 
tions between the Arab world and the Western World would go. So 
that purely from the point of view of our own relations with that 
very important part of the world, as well as our own sense of moral 
obligation, I have no hesitation in urging strongly the continuation 
of that relief. 

In this bill there is a proposal that $25,000,000 should be made avail- 
able for that purpose. 

In the neighborhood of Gaza there have been some small enter- 
prises which have been continued and which gave some employment 
to the people. Other mission agencies have assisted as far as they 
could. However, over the 21% years, or nearly 3 years now, relatively 
little, at least with these people in the Gaza strip. has been found for 
them todo. Consequently, they have greatly deteriorated. 

This problem is not going to be solved only by giving relief. It 
cannot be solved without continuing relief, but there is the longer 
time relocation and resettlement and assimilation somewhere that has 
tobe met. There is resistance to their returning to the State of Israel. 

I myself feel there is very little likelihood that there will be very 
much return to their old homes, which lie within the boundaries of 
the State of Israel. I think there is an increasing acceptance by the 
Arab States and by the refugees themselves that that probably might 
as well be forgotten, and that they will therefore have to resettle 
within the boundaries of Arab States. They cannot resettle within the 
boundaries of any of these Arab States in any numbers without finan- 
cial assistance. 

Therefore, Iam very glad to see that the bill includes a substantial 
amount of funds—probably about as much as can be digested within 1 
year—for resettlement in projects within the boundaries, particularly 
of Syria and of Egypt, of considerable numbers of these families. 

I would like to say a word about the character of the people. I 
think we saw them under about as much stress as anybody could be put 
under, with as great a sense of insecurity. They belong, most of 
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them, to the Mohammedan faith, and we were Christian. They are 
away from their settled place of abode. People sometimes think the) 
are wandering nomads, with a camel and a goat. These people are 
far from wandering nomads. They are nothing like as wandering «- 
most Americans are. Many families have lived in the same commu- 
nity for a thousand years, and they feel a deep sense of commitment 
and attachment to that piece of ground. 

We had a few Bedouins, perhaps four or five thousand, but the resi 
were men and women of settled life, hard working, and very often 
had sent their children to the English-speaking schools in the “Middle 
East. We had no difficulty finding plenty of interpreters in the 
younger generation, who had gone to these schools and whose highesi 
ambition was to have a chance at a settled condition of life, w here the "V 
van live on the basis of modern agriculture and, to some extent, of 
modern industry. 

We make a mistake if we think they are a worthless lot. They are 
not, There are plenty of very badly embittered people. There are 
a great many, however, and as human beings, we have an obliga- 
tion to see them through. 

There is great hope i in this group of people. They can be a great 
menace if they are not given a chance at permanency of settlement. 
They can be a great asset in helping to reestablish the security of the 
Middle East and the sense of soe sath between the West and the 
Middle East if there is a chance given them to settle on the land. 

I should think that is the primary basis. There are some other 
things that, of course, they can do. There is a series of projects that 
are available and can be started, with the amount of money that is in 
this proposed appropriation. 

I would just like to say one more thing, which may or may not seem 
relevant, but it does seem to me very important, that as much stability 
as possible be brought to that part of the world. 

We watched, for instance, the Jewish settlement in Iraq, which wa 
stable settlement, important to the country of Iraq, but with the 
general unsettled ‘conditions in the Middle East and the general rising 
tide of a sense of insecurity over the last 2 years, Jews who 2% years 
ago said very freely, and their rabbis also said to our own investigat- 
ing committee, that, “We have no feeling we need to leave,” have 
finally left and have gone into the State of Israel, and are continuing 
to overcrowd that little country. 

There is great fear that will continue in other states of the Middle 
East, and particularly Iran, if there is not brought to them, as far 
as it can be brought by the United Nations, with the assistance of the 
United States, a gre: iter sense of stability and security. From my 
point of view it would be very much better if we could maintain that 
sense of security even with the Jewish community where it is than to 
have further uprootings. The Jews, it seems to me, have had enough 
uprootings in Europe and other parts of the world. 

If we could help to bring a sense of stability to that part of the 
world and prevent further uprootings of people I think it would be 
a great asset. 

Just one final comment, and by way of commendation not neces- 
sarily of this committee or of the Congress, but it has seemed to me 
a matter of very great importance that “the Technical Assistance Ad- 
ministration has seen fit to supplement the budget of the American 
University at Beirut and thereby provide for young people of that 
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great area to have technical training, and to become themselves the 
technical assistants that their communities need. I hope that ways 
will be found to continue to use those educational facilities of the 
Middle East. 

Obviously, one of the great problems is the insecurity of most of 
the governments of that part of the world is the tendency to barter 
and haggle and try to get the best of anybody who comes in with 
some money in his pocket. We had that all the time. The only way 
I see to combat that in the long run is to support those educational 
institutions, which are not only bringing technical competence to 
young people, but also a sense of integrity of dealing, which is the basis 
which will have to be built up before this problem is ever finally settled. 

I think, Mr. Chairman, that is all I have to say. If there are any 
questions, I would be glad to try to answer them. 

Chairman Ricuarps. Thank you very much, Mr. Pickett. Are 
there any questions from members of the committee / 

Mr. Vorys. Yes, Mr. Chairman. 

Mr. Pickett, you told about these refugees and you said you heard 
two stories as to why they left Israel. 

Mr. Pickerr. Yes. 

Mr. Vorys. You were on the ground. Why do you think they left? 

Mr. Pickxerr. The fact is, both are right. There is no doubt that 
there were massacres of Arabs by the Jews. ‘There were massacres 
of Jews by the Arabs, and both tended to scare both groups. Then 
there was the onrush of an army and the civilian men and women 
with little children running ahead of the army. Now, are they run- 
ning away or driven out? It depends on who is telling the story as 
to which is true. 

Mr. Vorys. What army were they running ahead of ¢ 

Mr. Pickerr. The Israeli Army was, of course, the one that was 
successful. The Arab Army was retreating before them. But they 
retreated before both armies. Most of the people I dealt with in 
the Gaza strip ran across maybe not more than 10 or 15 miles toward 
the Mediterranean to get away from the battle that was going on. 
Both armies were shooting at each other, and it was in self-protection 
that they ran. 

Then it has to be said that there was a radio station operating at 
Rasmallah, which shouted very loudly, “Get out. Get out. Leave 
and you won’t be destroyed. We will all come back and kill every 
Jew.” That is what I mean by whose story is right. 

They ran away. Of course they ran away. But they also were 
driven out. Both stories have a basis of truth. 

Mr. Vorys. But why have they not returned to their homes? 

Mr. Pickerr. They cannot return. They are outside of Israel and 
Israel will not let them return. There has been a suggestion, of course, 
of some repatriation, but there has not been worked out anything 
except that I suppose maybe 10,000 or 15,000 have returned out of 
a total of about 800,000. 

Mr. Vorys. Whether they ran away or were chased, the reason 
they cannot go home is that the Israeli Government prevents their 
going home? 

_ Mr. Prcxerr. And has occupied their homes. Yes. There is heavy 
iumigration coming in. , 
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Mr. Vorys. I understand there was a United Nations resolution 
for Israel to compensate those who had left. Has that been executed / 

Mr. Prickett. I have not seen anything about compensation taking 
place. I do think that is very important. These people left and have 
had no compensation, There is a tentative agreement by Israel to 
compensate. The thing has become more complic ated as time has gone 
on since in the meantime, for instance, nearly 100,000 Jews have left 
Iraq in the last year and a half, leaving behind their property, which 
Arabs have taken over. Therefore, the Jews now begin to say, “Oh, 
yes; but we must also take that factor into consideration.” 

Mr. Vorys. Has the United Nations acted on that? 

Mr. Picxerr. They have not acted on it, so far as I know. I think 
there has been no action. It does seem to me, however, and I should 
be very glad to see some strong emphasis put on it, if this com- 
mittee had a w ay of doing it, that there should be a settling of the 
question of property, even if they only get a modest percentage of 
the value of what they have left behind. 

I talked to a man in Jaffa who had a dry goods store with $100,- 
000 of stock. Here he was living like any other refugee. He has 
no idea whether he will ever get a penny for that. Now, that ought 
to be settled. It is a source of irritation that continues, and I would 
like to see any emphasis put on the settlement of that claim, even 
if it isa very modest settlement that is worked out. 

Mr. Vorys. Thank you very much. 

Chairman Ricnarps. Are there any other questions? 

Mr. Burreson. Mr. Chairman. 

Chairman Ricuarps. Mr. Burleson. 

Mr. Burieson. I will direct the question to Mr. Pickett which I 
raised a little while ago with the other witness, because I was con- 
fused at that time. The question related to the speech which the Am- 
bassador from Egypt made at Princeton a short time ago with refer- 
ence to the American policy in the Near and Middle East. Are you 
familiar with that statement ? 

Mr. Pickerr. I did read the speech. Yes, sir. 

Mr. Burreson. Would you care to comment on that? 

Mr. Picxerr. I think you got there a pretty good representation 
of the feeling of the Arab. For our purposes Egypt is classified 
asa part of the Arab world, although you find a good many Egyptians 
do not want to be classified as Arabs. I guess ; they feel they are a 
little higher order of being. I think he represented pretty accurately 
the feeling. 

Mr. Burteson. He severely criticized the policy of this country 
over the last several years in recognizing the State of Israel to the 
disadvantage, to say the least, of the Arab world, as well as the policy 
that we hav e been pursuing over the years to build up the sentiment 
of the Arab people. 

1 am wondering if you agree with that as to the policy of this 
country? I might add that he says in regard to the colonial policy 
of the Western World that no monetary aid to the Arab world is 
going to cure this situation at all; that only by giving them their 
independence and freedom from colonial rule will you be able to 
cure it. 

Do you agree with that ? 
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Mr. Picxerr. I certainly agree that that is the feeling of the Arab 
world. You have got a very bitter antagonist. The Jew had a very 
tough time, as our organization certainly has ample reason to know, 
in Germany. We have every sympathy with their terrible difficulties 
as refugees being driven out of their homes and leaving their property 
behind them. What is difficult to see is the same thing | happening now 
in the State of Israel and the Arab feels that the Jew “has tended to do 
to him what Germany did to them. 

Now, whether rightly or wrongly—and perhaps quite wrongly— 
we get the brunt of the criticism for that because we recognized the 
State of Israel so very promptly after it was set up. As I say, I do 
not see any possibility for complete justice being done to everybody 
in this ease. It is such a mixed situation. However, every step toward 
some kind of security of life is the form I think in which justice 
should be approached. 

if an Arab in the State of Jordan, which is not a very large state, 
can find a little farm on which he can build to build security . him- 
self again, that is the form in which security will come. I think, and 
not refighting the Israeli-Arab battle of 21% years ago, as some Arabs 
are inclined to do. We cannot settle that whole score, but we can make 
a contribution to this reintegration into the Arab States. 

I would like to repeat that I know how difficult it is, and how inse- 
cure these governments are, and it is a 4- or 5-year program at the 
least, with this as the first major step in that direction. However, I 
think it is basic to any kind of a settled Middle East. 

Mr. Burteson. Thank you. 

Mr. Jupp. Mr. Chairman. 

Chairman Ricuarps. Dr. Judd. 

Mr. Jupp. How much did your organization, that is, you and 
associated groups, spend per year for that group of Arabs? 

Mr. Pickerr. We spent about $2 per month per person. 

Mr. Jupp. That is $24 a year for 225,000, you said ¢ 

Mr. Picxerr. Yes. 210,000, I would say. 225,000 I think is a little 
high. As I remember it, it was something like $4,000,000 a year. 

Mr. Jupp. This suggested bill provides $25,000,000. 

Mr. Picxerr. Yes. 

Mr. Jupp. Is that just for those 200,000 Arabs? 

Mr. Pickett. No. 

Mr. Jupp. That includes a lot of others besides? 

Mr. Pickerr. Yes. You see, there were three agencies, and we were 
only one of them. We had a little less than a third of the burden to 
carry. There were about 800,000, and we had a little over 200,000 of 
them. The International Red Cross and the League of Red Cross 
Societies had rather more. 

That $25,000,000 lasted a little over a year. I suppose with the in- 
crease in prices I would not expect the $25,000,000 would last much 
more than a year now. 

Mr. Jupp. You said there was resistance to resettlement. Was it 
primarily resistance by the refugees to returning, or by Israel to let- 
ting them in? 

Mr. Pickerr. Both. You cannot make any other statement that is 
characteristic of all. 

Mr. Jupp. I was trying to clarify what you said. 
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Mr. Pickerr. They would come to us and say, “Should we go back 
into Israel if we got the opportunity?” I talked to one very distin- 
guished person, a Moslem, who said, “Don’t let a one of them go 
back.” Azzam Pasha, who was secretary of the Arab League, said, 
“Unless a half million go back there will be a war and we will kil! 
every Jew.” 

You get all sorts of comments from one end of the scale to the 
other. I think a great many now have come to the conclusion that 
they do not want to go back to Israel. They cannot go to the partic- 
ular spot they lived in. Somebody else has it. Therefore, they had 
better settle outside. 

Mr. Jupp. How long is it since this operation was turned over to 
the United Nations Organization ? 

Mr. Pickerr. Just a year. 

Mr. Jupp. Do you have any comment as to whether they are doing 
as well, or not as well, or better than your folks did ? 

Mr. Picxerr. Dr. Judd, you have probably done this thing yourself, 
so you know that people deteriorate under this kind of treatment. | 
know they have got a very tough job. We had some riots, and I think 
they have had more riots. It was a hard job, but I think they have 
done a good job in an almost impossible situation. 

The resettlement end of it has been a disappointment to many of 
us who are concerned. They have not gone as far as we had hoped 
they could. However, that takes a long time, and they have made a 
beginning in a few places. 

Mr. Jupp. What I am after is this: I know you have had vast ex- 
perience in this field and there is no organization which has had 
greater success than has the American Friends Service Committee. 
There are always the two points of view. One says that in any such 
operation almost the main thing is the human attitude of workers: 
and that an organization of volunteers such as yours, can, and usually 
does do, a better job than can or will a Government agency, whereas 
frequently people sent out by the Government take it as just another 
job. Even more questions can be raised about the United Nations 
than about our own Government agencies, because it is a more poly- 
glot organization, with all kinds of standards, backgrounds, and atti- 
tudes represented. 

The other view is that only Governments have the power and re- 
sources to carry on such operations adequately at some length I am 
asking you for your honest opinion, for the guidance of the commit- 
tee, as to whether in the organization of operations in the future we 
should do the job ourselves, or as far as possible help private agen- 
cies do it, or turn our money over to the United Nations to do it as 
an international agency ? 

Mr. Prcxert. I have no doubt about the dedicated volunteer. When 
he does not have such a big job that is beyond his capacity he will do 
a better job, Ithink. I think that is almost always true. 

However, when it comes to a great volume of people to handle, you 
can bite off more than you can chew. I think we did a fairly good 
job in Gaza, but I was dissatisfied, and all of us were, because we be- 
lieved that a far better job ought to have been done if we had more 
people and more facilities. We tried to save all the money we could, 
and we had to, in order to get by. 
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I do not want to seem critical of those who took over for the United 
Nations because they had a very, very difficult, and an almost impos- 
sible job. But my confidence still continues in the small voluntary 
agency to handle as far as they can within their capacity these jobs. 
I think you do get a personal contact and an identification with the 
misfortunes of the people you are working with that is very rare in 
big Government operations. 

Mr. Jupp. But you do not care to comment on the probable effective- 
ness of an agency of the UN, as against, for example, that of one 
nation? Some Members of Congress say we ought to put up the 
95,000,000 and handle it ourselves as an American operation. Then 
we take the responsibility for success or failure, rather than turn it 
over to an international organization, where we have 1 vote out of 60. 
What is your answer to that / 

Mr. Picxerr. I would like to use the parallel of UNRRA. Most 
people think it was a failure. I recognize it had many failures, but 
| saw it pretty closely and knowing all the complications, I think 
UNRRA was a pretty good job. . 

I could tell you a dozen things I think were wrong with it, but the 
size of the operation never could have been carried on by all of us put 
together as volunteer agencies. We could not have collected the 
money. 

I think I would say we ought to look forward to developing the 
thing’on an international basis and recognize we are in the preliminary 
stages, 

If you began just today and were going to operate on an emergency 
basis for just 1 year, or 2 years, we would probably be able to handle 
it bilaterally better. But I think other countries have a great deal 
to contribute. Even in our own staff we find it an adv antage to use 
people from other countries. 

In Palestine we used French, English, Swedes, and Swiss, all to our 
advantage, 

I will say this: There is nothing we did that was more inclined to 
enable us to succeed in our relations with the Egy ptians and the Arabs 
than the fact that the leader of our medical service was a New York 
Negro doctor. We make a mistake if we neglect the use of Negroes in 
the staffs of foreign operations. 

It all adds up, Dr. Judd, I think, to saying that we ought in the 
long run to learn how to operate an experiment and expect other 

people to participate with us and do it successfully, recognizing 
that we are still in the preliminary stages of that development. 

Mr. Jupp. Thank you very much. 

Chairman Ricuarps. Mr. Battle. 

Mr. Barrie. I want to ask one question of Mr. Pickett, please. 

The State Department has given us some figures here: They have 
requested $23,500,000 for the various Arab States, and likewise they 
have requested $23,500,000 for the Israelis. In your judgment do you 
think that would be a fair ratio of the funds according to the needs of 
the — in those areas? 

Mr. Picxerr. I do not believe I have a judgment on that. It seems 
unbalanced, on the face of it, does it not? I mean, populationwise. 
— the Arab States have so many more population than the State 
of Israel. 
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Mr. Barrie. You have first-hand experience and a much broader 


knowledge of the area than we do, or at least than I do. Therefore, 
I would like to have your views on the relative needs and the total 
proposed expenditures. 

Mr. Picxerr. I have those figures, and I expect they are the ones 
you referred to here. In addition, that does not take into account, as 
I understand, the $50,000,000 which would be added to it in the Arab 
States for resettlement of Arab refugees and relief for Arab refugees. 
Actually, you would have $73,500,000 going into the Arab States, 
although $50,000,000 of that goes for relief and the resettlement of the 
Arabs. 

Mr. Barrie. In addition to this we have a bill before us and we 
have had testimony in this committee to the effect that Israeli needs 
$150,000,000 instead of the $23,500,000. 

Mr. Picxerr. Yes. Well, you refer to this statement. I have a 
copy of this, which is a public document, as I understand it, and I read 
it this afternoon. 

Now that is predicated on a very large influx, a further influx, into 
Israel of refugees from other states, as I understand it. 

You may not have understood what I said, but it seems to me very 
important that we should do everything we can to prevent, for in- 
stance, a growth of the feeling of insecurity of the Jews in Iran 
causing them to leave. I myself have felt very sorry that the Jews 
in Iraq have felt they had to leave. 

Two and a half years ago when we made a study there, their own 
people did not feel they had to leave. Now there has grown up such 
a sense of insecurity they had to leave. I have felt there should be 
every form of stability for keeping people where they are, rather than 
anticipating immigration that may happen if we do not put the em- 
phasis on security. 

Mr. Barrie. Are there problems in the Arab States that would 
likewise require additional funds in case they were available, where 
the needs would be just as great so far as future planning is concerned } 

Mr. Picxerr. I think that probably will develop, although here 
I speak with great hesitation because I am not sure enough of my facts. 
But you cannot spend money too fast in new projects in these coun- 
tries that are rather unstable. Take Syria, for instance, which seems 
to be the most likely place for resettlement of large numbers of refu- 
gees. Nevertheless you change prime ministers, sometimes by assassi- 
nation—frequently by assassination—every few months. It is pretty 
unstable. 

Now that is a great misfortune because Syria would profit by re- 
ceiving and helping to resettle these people. But whoever admin- 
isters that fund has a difficult undertaking, and I would not advise 
him to rush in with large amounts of money and spend money too fast 

there. He will have to move slowly and carry the Syrian Government 
and people along with him. 

So it might take more than 5 years to do the resettling, just because 
of the frailty of the Government institutions. If you spend money 
too fast graft will get the upper hand, and the people who ought 
to be served will not get it. 

Mr. Barrie. How dense is population now in the Israeli area? Is 
it crowded? Can they absorb many more refugees? 

Mr. Picxerr. I suppose that is a question of how much they indus- 
trialize. I am not really able to speak with accuracy on that. I was 
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there a few years ago, and they were having real trouble, of course, 
getting people out of the camps they first go into and then resettle. 

~ But they have established some industries since. There is no 
doubt about its being a magnificent job of development, but I think 
it is dangerous, the danger being that they overpopulate. 

Mr. Barrie. So far as the immediate problems are concerned, would 
you say that this $150,000,000 proposed for Israeli, as compared to the 
amount proposed by the State Department, that goes to the Arab 
States, would be high or low, or a fair proportion ? 

Mr. Pickxerr. From my point of view it seems high. Not the 
amount of money so much, but as I understand that document, if I 
read it properly, their case was based on the expectation of greatly 
increased immigration coming into Israel from the outside. 

Now I hesitate very much to see us almost stimulate uprooting 
people from other parts of the world by an appropriation. I may 
be wrong on that. This business which is so characteristic of our 
day, millions of people being uprooted, is so terribly devastating to 
stability and respect for people that I just hate to see anything done 
that is predicated on its continuance. 

Chairman Ricuarps. Mr. Herter / 

Mr. Herter. The House this afternoon passed an amendment to the 
State Department appropriation bill for international organizations, 
limiting the United States contribution to any international organ- 
ization to one-third of the total cost. 

How would an amendment of that kind affect the operation of this 
particular refugee organization in the resettlement business? I sup- 
pose we must be carrying 90 percent of the cost. 

Mr. Picxerr. Yes; very disastrous, I should think. 

Mr. Herter. There you run into the difficulties from the point of 
view of setting up an international organization and end up carrying 
the whole burden. We are running into the same problem in the 
Korean rehabilitation. 

I was wondering how you feel about that. Should we still develop 
those international organizations and pay up to 90 percent of the 
whole cost ¢ 

Mr. Pickerr. I recognize that as a very businesslike problem, Mr. 
Herter. It is not healthy. But I am pretty sure that the future is 
with international cooperative agencies of this sort, and I would 
rather put the emphasis on doing everything we possibly can to help 
get other countries to participate. 

Chairman Ricuarps. Mr. Carnahan ? 

Mr, Carnanan. Is the boundary line between Israel and the sur- 
rounding Arab States pretty well fixed now? , 

Mr. Picxerr. Well, from a practical point of view, it is very well 
fixed. It is guarded, and there is very little passing back and forth. 
As to its being settled permanently by the United ution, I do not 
think it is yet. 

Mr. Carnanan. And the entire boundary line is patroled and 
guarded ¢ 

Mr. Pickerr. It was 2 years ago. I do not think it is quite so fully 
patroled now, but there is no traftie back and forth without a lot of red 
tape, and no commercial movement back and forth except with the 
vreatest of difficulty. 
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Mr. Carnanan. Did you find the feeling in the surrounding Aral) 


States that perhaps there might be a tendency on the part of new Pe f 
country of Israel to expand further ¢ ie 
Mr. Pickett. Oh, the Arabs feel that there is no doubt about that. d 


Chairman RicuaArps. Mr. Herter?’ a 
Mr. Herter. Do you mean they fear that? ; 
Mr. Picxerr. Yes. 


Chairman Ricuarps. Go ahead, Mr. Carnahan. - st 

Mr. Carnanan. Which of the Arab countries is carrying the heav- . 
iest load in taking care of the Arab refugees ¢ s tl 

Mr. Pickxerr. Do you mean the percentage / S 

Mr. Carnanan. Which one has the greatest problem, Jordan ? 

Mr. Pickerr. I suppose that Jordan probably hes the largest popu- w 
lation now. Lebanon, a relatively poor state, has a good deal to t] 
varry. I really feel that the Arab States, in view of their ability, a 
have done pretty well. t 

Mr. CarnAnHAn. Do you feel that the problem can, over a period re 
of years, be satisfactorily solved, or partially at least ? il 

Mr. Pickerr. Well, ves. It will never be perfectly solved. There au 
will be bitterness. If there is an intelligent and concerted effort, in t 
the sense of a 5-year or 6-year or 7-year plan, it might be successful. dl 

I might say, in commenting further, Dr. Judd, on your question, I 
think the private agencies are willing to, and are going to, participate cl 
in the problem of resettlement. Now we are planning a project in fll 
Jordan, not that we think it will amount to very much in volume, fc 
but we do think it will mean something in terms of what can be done tl 
by intensive work. ce 


Chairman Ricrarps. Mr. Judd? 
Mr. Jupp. Is that not always the case, where the primary job is to 


establish demonstrations or pilot plants till they develop a sense that th 
“this can be done” ¢ pl 
Mr. Picxerr. Yes. It is a voluntary effort. mi 
Chairman Ricuarps. Can we move along? oO 
Mr. Fulton? iu 
Mr. Furiron. The question as to refugees of course is in respect to hi 
people who must move, and thereby become refugees. The conditions re 


under which they are living become intolerable, and then they volun- 
tarily leave all their possessions, take to the road, and try for a place 


where they will be acceptable. It takes terrible conditions to force Ww 
that, so refugees have little so-called choice. tr 
Mr. Pickert. Yes. ; 


Mr. Fuuiron. Under those circumstances, you have no objection to 
persons being refugees, do you ¢ 


Mr. Picxerr. I think probably I would become a refugee myself = tl 
under those circumstances. I 

Mr. Fuuron. That is correct. Then behind the iron curtain there 5 th 
are many countries—and I have visited several of them—where cer- . 
tain minority groups are getting the least in the economy and the , «(Ce 
economy is almost on a starvation basis. 

Mr. Pickerr. Yes. ol 

Mr. Funron. So you would have no objection to those persons 
seeking freedom, freedom of religion, would you / . & 


Mr. Pickerr. No. w 
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Mr. Fuuron. If that be the case, we could look ahead for refugees 
from behind the iron curtain, and also for refugees from certain 
countries where they are minorities, and because of the Arab-Israeli 
dispute there has been friction and instability created. We can look 
ahead to that ¢ 

Mr. Picxerr. I am afraid so. 

Mr. Funron. And we can look ahead to a refugee problem without 
stimulating it, or without encouraging it. 

Would you say that in Israel the conditions are stable, and that 
there is relative adjustment as between the Arabs who have stayed 
and the Israeli Government ¢ 

Mr. Picxerr. Well, there certainly is more stability than for those 
who have gone out. The problem the Israeli State has in relation to 
the Arabs who have remained inside the country is that of their being 
a minority, and a minority psychology is developing. This | get from 
those people themselves—people and government. And at their 
request the committee has undertaken one of these pilot experiments 
in taking over a group of villages in the area of Nazareth, where they 
are all Arabs, and all farmers as in Jesus’ time, now using a Caterpiller 
tractor and modern certified seed, and all the modern devices for pro- 
duction and distribution. 

Mr. Furron. So then there is the necessity for aid in Israel on a 
charitable and humanitarian basis both for Arab and Jew. Likewise 
there is a necessity for aid on that same basis in the surrounding states 
for populations who are submerged by the ruling classes, and also for 
the refugees in those states which are not yet assimilated; is that not 
correct ¢ 

Mr. Pickerr. Yes. 

Mr. Futron. We in America then have the duty of the defense of 
this country. We must necessarily be interested in the Near East 
primarily from the view of our defense and our relations to friendly 
nations. Therefore, if it will help stabilize by meeting the problem 
of refugees, either current in the present tense or in the future as they 
arise, do you not think it would be wise for us around this table to 
help stabilize the area to meet the problem squarely and to assist 
regardless of whether they are Jew or Arab? 

Mr. Picxerr. I agree. 

Mr. Fuiron. Then, if you agree in our approach to this legislation, 
we would have to look to see the country as to the problem each coun- 
iry has. That cannot be reduced to the simple equation of multiplica- 
tion or addition upon a population basis; can it! 

Mr. Picxerr. No, sir. 

Mr. Fuuron. If we go that far, the question then is: If there is in 
the program $50,000,000 for relief purposes for refugees in Arab areas, 
[ believe I would approve consideration of that. But I would never- 
theless say to loeal, not on an equating basis, but I would say to them, 
“What do you look forward to as to your refugee problem that may 
come up in the future?” Would you not do that ? 

Mr. Picxerr. Yes. What I tried to say was that in addition to the 
obvious persons now waiting here and there in camps to go into Israel, 
I am anxious not to see the unsettling of settled Jewish communities 
ii any part of the Arab States. They are getting along now, and I 
would do everything I could to discourage their leaving. 
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Mr. Furton. Members of this committee have been through these 
refugee camps from Poland to Italy, for all one summer, looking at 
the refugee problem. We do not believe refugee problems are en- 
couraged by appropriations here. These people never hear of it, be- 
fore they become refugees. They move first to get away from their 
difficulties and starvation and lack of liberties and freedom and know|- 
edge. Then when we see them afloat with no possessions, Friends 
Service, Catholic, Protestant, and other church people and nations 
such as ourselves, must be ready to receive them. 

Mr. Picxerr. I agree. 

Mr. Futron. Then do you not think that rather than cut off the 
refugee question in the future, we should be ready here in the next 
fiscal year to look the refugee problem in the face in the Near Fast and 
say we are going to meet it? 

Mr. Picxerr. I agree. I may be wrong in my analysis of this 
statement of the Israeli Government, but it seems to me it went further 
than I would like to see it go in anticipating that there will be mi- 
grations that now are not appearing above the horizons. And my 
only statement is to express the desirability of using every means you 
can to prevent the necessity for further migrations arising. 

Mr. Fuiron. Do you know of the statement of the Israeli Govern- 
ment before the United Nations that they will now adopt a policy of 
recompensing the Arab refugees for any property abandoned or left 
behind in Israel ¢ 

Mr. Picxerr. Yes, I know of that statement. That was made about 
2 years ago, and I cannot understand why that cannot be imple- 
mented. 

Mr. Fuuron. So that the Israeli Government then is adopting a 
policy as to refugees which, under the circumstances—and they are 
exceedingly rigorous circumstances—is in line with what we would 
call good international law. 

The Isralei Government, as you know, has stood up militarily 
against all the surrounding states, have they not, and successfully met 
any opposition ? 

Mr. Pickerr. Yes. 

Mr. Futron. So that if we are legislating for defense purposes on a 
military basis, which is the mutual defense assistance bill, we then 
look not only to the numerical populations but we also look to the aid 
they will be to us in the Near East, do we not? 

Mr. Pickxerr. Yes, of course. From my point of view, I think the 
proper and practical thing is to never let it come to the point of 
making soldiers out of them. If we neglect this it will come to that. 
I think that it is possible to forestall that stage of revolution. 

Mr. Fuiroxn. Now you know’that when we passed the aid bill for 
Greece and Turkey, certain Arab States raised great objection to 
the aid? 

Mr. Picxerr. Yes. 

Mr. Furron. Because they were left out. 

Mr. Pickett. Yes. 

Mr. Fuuron. In spite of that objection, we gave the aid to Greece 
and Turkey on a defense basis for this country. 

Do you believe that in that instance it was wise to overrule the 
objection of the Arab States? 

Mr. Picxerr. Well, I am not sure I get your question there. 
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Mr. Furron. We gave aid to Greece and Turkey. The Arab States 
objected. We nevertheless gave the aid. Do you now believe that 
it was wise to overrule the objections of the Arab States, and neverthe- 
less for the United States to give the aid to Greece and Turkey for its 
own defense ? 

Mr, Pickett. I think you are asking me questions which I am not 
competent to answer, I do not remember that incident of their re- 
fusing. Was that before they were refugees ? 

Mr. Futron. The objections of the Arab States to the aid to Greece 
and Turkey. 

Mr. Picxerr. Well, I do not know enough about that to give an 
opinion. 

Mr. Jupp. Was not their objection to our not giving them aid, rather 
than to giving Greece and Turkey aid ¢ 

Mr. Fuuron. The reverse too. 

Do you favor the aid to Greece and Turkey which has been given? 

Mr. Picxert. In the light of history, I am not quite sure what I 
would say about that. I have no doubt that aid was very essential for 
many people in Greece and Turkey. But if you are referring to de- 
fending ourselves by containing communism in that way, I have real 
hesitation in my mind about the long-range success of that policy. 

Mr. Fuvron. The only basis on which we can use the taxpayers’ 
money, as you know, is for the prime interest and defense of the 
United States of America, not in casting bread upon the waters. So 
would you then object solely on a defense basis to this whole bill, 
the Mutual Defense Assistance Program, as a method of containing 
communism—I almost said Congressmen. 

Mr. Pricxerr. I must say I am sorry it is cast in the framework of 
defense, because I think the best defense is to do the thing that ought 
to be done and not just think all the time: Will this or will this not 
defend our country? I realize we have to spend money in the interest 
of our own country, but I am not sure that a narrow conception of 
defense is the best conception of defense. 

Mr. Futon. Do you object to a military aid program of the United 
States Government supplying arms to its allies abroad ¢ 

Mr. Picxerr. Yes, 1 would rather they did not. 

Mr. Furron. So that actually the basis upon which you are testify- 
ing here, both as to the whole program and to Israel, is solely on a 
humanitarian basis, a charity basis / 

Mr. Picxerr. I do not think that is the necessary alternative. 
Humanitarian, yes. But also the very wisest thing in the world we 
can do. 

I think if we do not give to these things that are basically humani- 
tarian in nature, then the necessity of using arms is much greater. So 
it is hard to separate them as you have separated them, it seems to me. 

Mr. Fuuron. Well, you are the most peaceful revolutionary I have 
yet met. 

Mr. Prexerr. Well, I do not pretend that I can solve all the prob- 
lems of the world. 

Chairman Ricnarps. Mrs. Bolton? 

Mrs. Bouron. I am deeply interested and troubled as well by the 
statement you made that the Arab world is so very antagonistic to the 
United States. 
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Have you any sense that we can win back the friendship we have 
lost and how? For we had the heartful friendship of all the Arab 
world. 

Is it too late to bring back at least a partial amount which would 
give us more security in the whole world? 

Mr. Picxerr. No, I do not think it is too late. I think it is a long 
process, and the prejudices are deep enough with some of the older 
people so that they probably will never be removed. 

But I do think that a slow, gradual program of sustaining the best 
institutions of the East—and I would say Musa Alami at Beirut is a 
striking illustration—that is one of the things highly respected an 
is a standing illustration, and I hope that Monsignor McMahon wil! 
mention some of the things that the Catholic institutions have been able 
to do in the Middle East. 

Now those are all very important, and I am glad that the institu- 
tions of Beirut are willing to accept Government money—some of us 
are a little chary at times accepting American Government money, 
afraid it will bind our freedom. 

Then certainly this relief bill, and even more beyond relief, if we 
are able to resettle, that will have a great deal of effect. 

Mrs. Bovron. What they need, perhaps, is the rebirth of hope, 
is it not ? 

Mr. Pickxerr. Yes. It is very hard to maintain hope when you 
have nearly a million people wandering around in your midst, not 
only the refugee but the other population who tend to feel the world 
has forgotten them. 

Mrs. Bouron. May I ask you this very pointed question? For my 
time is going rapidly: In your area near Gaza, you had a good deal of 
difficulty, did you not, with adequate schooling for the children ? 

Mr. Picxerr. Yes, we had a great deal of difficulty. I am not sure 
of the statistics now because we have been away for a little over a 
year, but we had 16,000 children in school. The population was 
interesting. We had nearly 60 percent of the population of school 
age—16 is school age—from there on down. And that was a very 
important thing. 

We had about 16,000 of them in schools. I think it has gone higher 
than that since that time. And that is, of course, a very important 
item. 

Mrs. Boiron. And you were bringing out at one point the fact that 
some of these people who are out there on the desert, in the sands, are 
highly cultured, intelligent people. 

Mr. Pickerr. Yes. Potter judges of courts, businessmen, teach- 
ers, Government administrators. 

Mrs. Bouron. Have you been able to get across to the people of this 
country any of those facts? It seems so difficult to get any knowledge 
across to our people. 

Mr. Pickerr. t o some extent, but not anything adequate. I think 
the problem of the Arab, of the Middle East, is not very well under- 
stood by most Americans. I have found resistance to it to be largely 
based on ignorance. I certainly was ignorant about it. 

Mrs. Bouron. Yes; it is so much a matter of ignorance. After all, 
understanding is the first step. 

Mr. Pickxerr. Yes: understanding is the first step. 

Chairman Ricuarps. Mr. Javits? 
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Mr. Javrrs. I have a question I would like to ask Mr. Pickett. 

Mr. Pickett, first let me say—I will make this very brief—that your 
organization is well known in many areas of the world as doing a 
fine job. Second, let me say that I am devoted to the cause of Arab- 
Israeli peace, and also that I believe Israel's future lies in the con- 
text of the Near East, and that the security and prosperity of that 
area will determine her success. 

I do feel though that in one or two instances the facts ought to be 
straightened out in the record, and I am sure we could get them 
straight just in a very few minutes. 

You said you did not want to see people uprooted from other parts 
of the world. I would like to ask wiether you are aware of the fact 
that the migrations into Israel and the migrations which are forecast 
and to help with which we are asked to appropriate money come from 
not uprooting people but from giving them sanctuary. Yemen, for 
example, ordered the Jews out, and confiscated all their property. 
They had to be taken out or perish. 

Now much the same was true in Iraq, where evacuation of Jews has 
just about been completed. Their property was in effect confiscated. 
They were committed, essentially, to Nuremberg laws—they could 
not have jobs—life was just about unbearable. 

In Iran, in effect, Jews have to get out. There have been riots 
against Jews in North Africa. 

Now, it is a fact, of course, that this has all come about since the 
establishment of Israel, but it is the old question of the chicken and 
the egg, and we do have the _— problem of imminent persecution. 

I am not trying to assess fault. I am just talking reality now. I 
ask whether in making the statement you do—I ask whether in view 
of these few facts I have just given—and I am sure you know them, 
and a good many more—would that not condition your answer to that 
question ¢ ; 

Mr. Picxerr. I am afraid I am taking entirely too much time, but 
we were requested to make a study of what was happening about 2 
years ago in Iraq. You may have seen the report. The report was 
fully confirmed by another independent agency that made the report 
that there was no necessity for Jews leaving Iraq. They said, “Leave 
us alone. Do not disturb us. Do not rock the boat and we will be all 
right.” 

Now it is quite true that since then there have been laws passed, 
a rising tide of opposition and they had to come out. 

What I am saying is that it seems to me that"we Americans ought 
to catch those things we can before they reach that stage of irrita- 
tion to where they do have to come out. I am not blaming them for 
coming out; I am saying “Have we done everything possible in pre- 
venting that stage?” 

And I just do not want to miss any oportunity we have to create 
the possibility of people living on where they have lived for cen- 
turies. Iam not criticizing anybody for anything that has happened, 
but it is a great pity when people have to leave, be uprooted, and leave 
property behind—people who have lived together for centuries. 

Mr. Javirs. I have just one other question. I thank you very much 
for the elucidation of that view. You said that the Arab refugees 
were being cared for, if I heard you right, by these various Arab 
States. There is this group at Gaza, under Egypt, a large group 
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in Jordan, and it was our understanding in the various appropria- 
tions that we have had here for the Palestine Refugee Fund of the 
United Nations, that the Arab States on the contrary were doing 
very little. 

Mr. Pickerr. Yes. 

Mr. Javirs. But we are being asked to put up this money to re- 
settle the Arabs because it was not available otherwise unless we and 
others like us put it up, and the Arab States would not take them in 
unless the money was forthcoming. 

Mr. Picxerr. Well I think it is perfectly true that most of the 
Arab States, perhaps all of them, and you can include Egypt, could 
not or would not take the whole problem. When we went to Gaza 
the Egyptian Army was giving 600 calories a day. People cannot 
live very long on that, but they were doing what they could. 

The people of Lebanon have done what they feel is quite a con- 
tribution in giving housing. They do not have tents there very 
much; they live in villages and in people’s houses. It does not mean 
governmental appropriation, but rather one way or another these 
poor people of the Arab States have done a good deal. For in- 
stance, individual families in Gaza have reduced themselves to poverty 
helping out. 

It does not amount to very much in volume, but I just want to pay 
my respects to what the Arabs have done for themselves, 

Mr. Javirs. That is human decency, and we should be grateful 
for it. 

Have the Arab state governments done anything about resettling 
the refugees ¢ 

Mr. Pickxerr. Not very much. 

Mr. Javirs. Thank you very much. 

Chairman Ricuarps. Thank you very much, Mr. Pickett. We ap- 
preciate your coming. 

Dr. Walter Van Kirk, will you have a seat, sir? Doctor, have you 
a statement ? 


STATEMENT OF DR. WALTER VAN KIRK, NATIONAL COUNCIL OF 
CHURCHES OF CHRIST IN THE UNITED STATES 


Dr. Van Kirk. I have it. I can read it in about 8 minutes, and I 
would appreciate the privilege of reading it if I may. . 

Chairman Ricnarps. You may present it in your own way, Dr. Van 
Kirk. 

Dr. Van Kirk. My name is Walter W. Van Kirk, I am an execu- 
tive officer of the National Council of the Churches of Christ in the 
United States of America. I am not, however, officially representing 
the organization at this time. 

_ IT am here in response to a request from your committee. It was 
suggested that I might have information that would be relevant to 
the committe in consideration of that section of the mutual security 
program for the fiscal year 1952 which deals with the Middle East. 

I was one of the American churchmen present at the recently con- 
vened conference on the Palestine refugee problem. This confer- 
ence was held under the auspices of the World Council of Churches 
and the International Military Council. This conference met on the 
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campus of the American University in Beirut, Lebanon, May 1-8, 
1951. There were present some 50 delegates from 8 nations and from 
many Protestant, Anglican, and Eastern Orthodox churches, In ad- 
dition, there were 22 observers and consultants including certain 
members of the staff of the United Nations Relief and Works Admin- 
istration for Palestine Refugees. 

If it is agreeable to the committee, sir, I will attach to the state- 
ment I am now making a copy of the Beirut conference statement for 
inclusion in the record of these hearings. 

Chairman Ricuarps. A long, two-page document ? 

Dr. Van Kirk. Yes; two pages. 

Chairman Ricuarps. Without objection that will be included in the 
record. 

(The document referred to is as follows :) 


Worip CoUNCIL OF CHURCHES AND INTERNATIONAL MISSIONARY COUNCIL REFUGEE 
CONFERENCE, BEIRUT, May 4-8, 1951 


CONFERENCE STATEMENT 


We, members of a conference on the Palestinian refugee problem, meeting in 
Beirut on May 8, 1951, under the auspices of the International Missionary 
Council and the World Council of Churches, are shocked by the plight of the 
refugees from Palestine. As we visited different areas and saw the appalling 
conditions under which they are living in camps, and towns and villages, we have 
had our minds brought sharply back to the tragic chain of events which has 
caused this situation. Scattered over five countries, more than three-quarters 
of a million Palestinian refugees have been subjected to terrible privations, 
lasting in many cases for a period of 3 years. They have suffered grievous phys- 
ical and material losses, but their mental, moral, and spiritual hurt has per- 
haps been even greater. Furthermore there is no end in sight. Little wonder 
is it that their morale is steadily deteriorating, and that many show signs of 
desperation. 

The responsibility for the present situation must be shared by many nations 
and political groups. Insofar as Christians by their action, or inaction, have 
failed to influence in the right course the policy and decisions of their gov- 
ernments and of the United Nations, they too are guilty. Upon us, therefore, 
falls the greater responsibility to seek, in collaboration with all men of good 
will, a constructive solution for the problem. Moreover, none of us can claim 
that we have hitherto discharged the humanitarian obligation that lies upon us. 

Along with millions of refugees in other parts of the world—Europe, India, 
Pakistan, Korea, and elsewhere—the greater proportion of the Palestinian ref- 
ugees are the victims of a catastrophe for which they themselves are not respon- 
sible. A deep injustice has been inflicted upon them, a measure of suffering they 
never deserved. To them is owed a debt of restitution by their fellow men, es- 
pecially by those who in any way shared in the responsibility for their present 
plight. Yet we realize that nowhere in the world today can the claims of abso- 
lute justice be enforced, and that only the healing hand of time, and the exercise 
of a spirit of forgiveness, can release those forces which will make for peace, 
mutual understanding, and reconciliation. 

We are convinced that there can be no permanent solution of the problem of 
the Palestinian refugees until there is a settlement of the outstanding political 
differences between the Arab States and Israel. Churches are not competent to 
lay down the lines of a political solution. It is the duty of all governments in 
cooperation with the United Nations to press for, and to facilitate, an early 
and agreed settlement, as an indispensable condition for achieving a lasting 
solution of the refugee problem. This particular settlement can oniy come as 
part of the general settlement of international problems in the Near East, and 
it will need the support of international guaranties, so as to remove the spirit of 
uncertainty and fear from the political atmosphere of the region. 

Such a settlement will have to contain provision for the return of a certain 
number of refugees to their original homes. It must also include a general plan of 
compensation for refugees whether they return or not. We urge that, on both 
counts, the settlement should be not only just but generous. Yet, while we recog- 
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nize the basic right of all refugees to their own homes and property, nevertheless 4 
careful appraisal of the total situation has compelled us to conclude, however, that 
many Palestinian refugees will have to settle in new homes. For their inte. 
gration into the life and economy of the Arab States, large sums of money wi/! 
be needed, and needed quickly. It is the undeniable obligation of all who have 
shared in responsibility for the present tragedy also to share in the cost of 
making reparation for the damage done. And, since all schemes of resettlement 
require time for implementation, the essential financial contributions must he 
in the form of guaranteed, long-term commitments. 

Finally, we appeal to all Christians to use their influence in persuading their 
Governments and the United Nations as to the need for a definite political set- 
tlement and large-scale schemes of relief and reconstruction. We would urge 
all Christians to give personally on a far more liberal scale to all the activities 
of the Christian voluntary organizations engaged in the work of relief, rehia- 
bilitation, and resettlement in the Near East. We would call upon the Chris 
tian churches throughout the world to cooperate more actively with the churches 
of the Near East which have been so hard hit by the present tragedy in order 
that they may maintain their Christian witness and face in a constructive way 


the opportunities of the new situation. 


Mr. Vorys. Can I see one? 

Dr. Van Kirk. I have only a few copies here. I will leave one 
with the clerk. 

Chairman Ricnarps. Have you got one or two there you can pass 
around ? 

Dr. Van Kirk. Yes. 

Prior to the official opening of the conference the delegates vis- 
ited many of the refugee camps in Arab territory. I myself was a 
member of the group that visited camps in the Hashemite Kingdom 
of Jordan all the way from Arab Jerusalem up to Amman, the capital 
city of Jordan. I and my colleagues were shocked by the plight of the 
refugees. 

Scattered over five countries, more than 750,000 Palestinian Arab 
refugees have been subjected to terrible privations, lasting in many 
cases for a period of more than 3 years. They have suffered grievous 
physical and material losses, but their mental, moral, and spiritual! 
hurt has perhaps been even greater. 

The morale of the refugees is steadily deteriorating, and many show 
signs of desperation. It was the unanimous judgment of the Beirut 
conference that the Palestine refugees are living under conditions of 
deep injustice and are subjected to a measure of suffering they never 
deserved. 

The conference said— 

To them is owed a debt of restitution by their fellow men, especially by those 
who in any way shared in the responsibility for their present plight. 

It came as a distinct shock to those of us who attended the Beirut 
conference to discover the extent of hostility and ill-will toward the 
United States throughout the Arab world. This we saw in the areas 
= a and learned in the reports we had from various Arab 
ands. 

The United Nations, moreover, is held in low esteem. It will not 
surprise you to be told that many of the Arabs look toward Moscow 
for leadership in their hour of need, since, rightly or wrongly, they 
believe they have been abandoned by the United States and the west 
generally. 

Since it is a part of our national policy to create situations of 
strength in various parts of the world, it can only be said that we 
have thus far failed to achieve that objective in the Middle East, 
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insofar as winning the confident friendship of the great majority of 
the peoples of that area is concerned. Zs 

That is why it is of the utmost importance that adequate provision 
be made in the mutual-security legislation now under consideration 
for economic and technical assistance to the Middle East. 

In addressing myself to this question I do not appear before you 
as an expert on the economic, military, or political problems of this 
part of the world. I am here as one who has seen a vast multitude 
of people in despair. These people happened, for the most part, to 
be Arabs. As a Christian, I must be concerned with their plight, 
no less than with the plight of refugees elsewhere. It was for the 
purpose of evidencing this concern that I accepted the invitation of 
your committee to appear here today. 

” There is included in the proposed legislation a contribution of 
upward to $50,006,000 to Arab refugee problems. 

Now I do not know whether this figure is correct, or the one Mr. 
Pickett gave, of $25,000,000. But I seem to see in the breakdown 
of the figures of the State Department for the mutual security pro- 
gram a $50,000,000 item. 

Chairman Ricuarps. That was to be used for the United Nations. 

Mr. Pickerr. $25,000,000 for relief. 

Mr. Van Kirk. I am confident that the American Christian 
community will support this recommendation. 

The Beirut conference recognized the basic right of all Palestine 
Arab refugees to their own homes and property. However, the con- 
ference was forced to the conclusion that many of these refugees 
would have to settle in new homes, and that for any long-term plan 
of resettlement, funds on a large scale from both public and private 
sorrces would be needed for a considerable period of time. 

It was the judgment of the Beirut conference that— 

In the face of the responsibility which the international community must 
share for the plight of the refugee, more is required than temporary relief 
measures. 


It was felt that— 


The United Nations, with the full support of member states, must provide 
financial resources for a program of resettlement and reintegration to be put 
into effect as soon as governments in the Near East agree with such schemes. 


It was also held that— 


with primary consideration for human need and freedom from selfish political 
motives, long-range planning must seek the general establishment of higher 
standards of living throughout the area, which can be promoted through tech- 
nical assistance, both multilateral and bilateral. 

It is also recommended in the proposed legislation that $125,000,000 
be authorized for economic aid and technical assistance to the Middle 
Kast. Of this amount it was proposed that $23,500,000 be allocated 
to the Arab States, and a like amount to Israel. 

This would seem to me, as I am certain it would to the members of 
the Beirut conference, to be the rock-bottom minimum of the economic 
aid that should be available to Arab areas during the forthcoming 
fiscal year. 

The allocation of economic aid, including technical assistance to 
the Arab States, should be commensurate with the needs of those 
states. If Israel, with a population of 1,200,000 is to be given 
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$23,500,000 in economic aid-—and I heartily support this recommenda- 
tion—it may be questioned whether a like amount is sufficient to meet 
the economic needs of the surrounding Arab States with a population 
of 40,000,000, especially since funds in any sizable amount have not 
been, and are not now forthcoming, available to the Arab community 
from outside private sources. 

Whatever the reasons for this situation, the fact remains that the 
standard of living among the Arabs is deplorable, and for the refugees 
well nigh beyond endurance. 

Looking beyond the immediate aspects of the problem of the 
Middle East, the Beirut conference plead for the exercise of the spirit 
of forgiveness and reconciliation. It is my own view that what is 
needed to achieve stability in the Middle East and to insure for 
ourselves and the free nations the enduring friendship of the Arab 
world is for the United States to display toward the Arab peoples a 
larger measure of human concern expressed in political understanding 
and good will. 

Economic aid and technical assistance are not enough. Nor will 
military assistance suffice. It is doubtful that bases scattered through- 
out the Middle East, amongst 40,000,000 Arabs, many of whom are 
hostile to the United States, would add substantially to the military 
security of the west. 

Mutual security is derived in larger measure from the spirit of 
friendship and good will between and among the peoples concerned 
than from military establishments. 

Arabs are proud of their heritage, their culture, their civilization. 
To recover and maintain inviolate the friendship and confidence of 
the Arab peoples, as of all peoples in this area, should be one of the 
priorities of the legislation here under consideration. 

Not only in the Middle East, but among Moslem people elsewhere— 
there are 400,000,000 of them—is our attitude with reference to the 
distribution of economic aid toward the Palestinian refugees watched 
with concern. 

Chairman Ricuarps. Thank you, Dr. Van Kirk. 

I believe I will start down the other end of the table. Are there any 
questions? Mr. Carnahan? 

Mr. CarnanAn. No questions. 

Chairman Ricuarps. Mr. Javits? 

Mr. Javits. I have just two questions, Dr. Van Kirk. First, may 
I say that I Nigar very much what you said about our treating 
the Arab problem with understanding and good will. I join in 
that thought. 

Second, we have some question here as to whether, if additional aid 
is provided for the Arab States, they will take it and use it. Those 
who have testified before us are just not very sure as to what the 
Arab States will even wish to absorb in terms of economic aid. And 
the figure for them is essentially an extrapolation, a series of assump- 
tions. 

Dr. Van Kirk. T am glad you explained the meaning of that word. 

Mr. Javirs. Thank you. I think you get my point. I am just 
wondering if you would say just one word about that. 

Dr. Van Kirk. I had the impression, as a result of my observations 
in these Arab countries—and I must stress the fact that I was there 
for only 3 weeks—that if there is a disposition to reject economic aid 
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from the west, it is not so much that they do not feel the need of 
that economic aid as it is that the economic aid thus tendered is not 
accompanied by the political understanding and good will which 
they desire even more than they desire economic aid. 

That is to say, if we were to provide the aid along with such mani- 
festations of good will toward them as would accord them a status 
of equality with other peoples in the Middle East, as would reflect a 
recognition of their rights and of their legitimately felt needs for 
economic equality and vy aang then 1 think there would be a 
greater willingness upon the part of these Arab States to receive this 
aid from the west. 

Mr. Javrirs. Do you not feel that good-will gestures would be de- 
fined by those who rule in the Arab States only as punitive measures 
or deprivations with respect to Israel? That is the thing that worries 
me. 

But I always have this concern—and I would appreciate your re- 
assurance on that—that the only thing they think we mean when we 
say good will, is to do something adverse with respect to Israel. What 
do you think about that ? 

Dr. Vaw Kirk. I think that the Arab world would like to see the 
United States exercise its moral influence in the halls of the United 
Nations to give effect to the resolutions of the General Assembly which 
look toward compensation and repatriation. 

There is a feeling I think among Arabs that the United States has 
given only lip service to these resolutions and has not evidenced suffi- 
cient concern to implement the provisions of the General Assembly 
resolutions in that respect. 

Mr. Javrrs. I notice, though, in your own report of the conference, 
you say that many leaders in the Near East are beginning to recognize, 
however reluctantly, that resettlement of these Arab refugees in new 
homes would be the only practical and possible solution. 

Dr. Van Kirk. I eh support Mr. Pickett’s observations in that 
respect. I think the political realities of the situation in the Middle 
East preclude the possibility of any large-scale resettlement in Israel, 
and I think the Arab States themselves, the leaders at least among 
them—not the people in the camps—recognize this to be true. But the 
people in the camps desperately want to go home. 

We visited many of these camps in the Hashemite Kingdom of 
Jordan, and at each met with a committee of leaders. They gave us 
petitions and appeals, and they always started out with a declaration 
that they wanted to go home. Amongst the people in the camps, too, 
that hope is still nurtured, but I think among the leaders there is an 
understanding of the political difficulties involved in that operation, 
and I think they themselves have come to recognize that a program of 
resettlement in the Arab States is the thing that must now go forward. 

Mr. Javrrs. What you think, therefore, is that the prevailing opinion 
is that we ought to throw our weight behind resettlement oe see that 
the necessary funds are available, including participation by Israel 
to bring about the resettlement / 

Dr. Van Kirk. I would say that, sir, yes. 

Mr. Javirs. Thank you very much, Dr. Van Kirk. 

Chairman RicHarps. Do you have a question, Mr. Burleson ? 

Mr. Burieson. Doubtless you are Res, 20 with the speech recently 
made by the Egyptian Ambassador at Princeton University ¢ 
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Dr. Van Kirk. I did not read the speech. I have been away for 
some weeks and I have not had an opportunity to read the press «-s 
faithfully as I otherwise would. So I am nog familiar with the speec|). 

Chairman Ricuarps. May I interpose/ Have you read the Con- 
gressional Record lately ¢ 

Dr. Van Kirk. Not within the past month, sir. I have had a vaca- 
tion. 

Mr. Burieson. I was so sure that you, being interested as you are 
in this question, would have observed his remarks, which to me were 
very interesting and create a very interesting point of view. The 
thesis of it was that there was nothing to be done in the Middle East 
as far as dollars were concerned. And you said practically the same 
thing except you go on and say that money is necessary but it takes a 
great deal more than that. 

The situation is such that only by the observance of certain funda- 
mentals can the Western World regain its prestige in the Middle East, 
which obviously has deteriorated during the past several years. 

That was the basis of his speech, and I just wondered if you were 
familiar with it and could comment on it. If not, thank you anyway. 

Dr. Van Kirk. I think if the members of this committee were to 
visit the Arab countries at the present moment and spend some time 
talking with their leaders, they would be impressed with the extent to 
which these Arab peoples feel they have been pushed to the side. They 
really do not matter very much in the councils of the nations. They 
feel that they have been bypassed in the United Nations, for example, 
that their opinions and judgments are not sought. 

They feel isolated and alone and apart from the werld community. 

And I feel that the best step, therefore, that can be taken by the 
United States to recover the friendship which we once had and have 
now lost is to identify ourselves with the Arab peoples spiritually and 
politically and economically with their legitimate interests and aims. 

Mr. Burteson. Thank you. 

Chairman Ricwarps. On this side. Mr. Fulton? 

Mr. Futron. Of course, in many of these Near East countries out- 
side of Israel, the groups in the governments are ruling groups that 
are hereditary and concentrated groups, are they not ¢ 

Dr. Van Kirk. Yes. 

Mr. Fuuron. So that really we have in many of those countries a 
very rich class and a terribly poor or prostrate class. Is that not 
right ¢ 

Dr. Van Kir. I am afraid that is true, sir. 

Mr. Fuuron. And many of these governments then are govern- 
ments that are still in, you might say, the Middle Ages of Europe, 


completely feudal, with uneducated masses, very few educated people, 


and no middle class. Is that not right? 
Dr. Van Kir. Yes. 


Mr. Furron. Now then would you not recommend that we not 


closely ally ourselves with that class of government. Anything we 


might do which will result in the rising of the lower classes will in its 


essence be revolutionary to the best interests of the top people in their 


own economy, will it not ? 

Dr. Van Kirk. I should hope that any economic aid that was forth- 
coming to these areas from the United States would be safeguarded 
at that particular point, that this aid would be forthcoming in ex- 
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pectation of certain reforms that might be instituted in this area, 
land reforms, for example, among other reforms. 

I do not know whether or not it is feasible through political action 
to impose upon another people a program of economic and political 
reform, domestically within one’s own country, but I should think that 
certain moral pressures could be exercised in the appropriations 
that were to be made for economic aid to these areas that would 
encourage and lend support to such reform movements as would 
tend toward a greater equality economicwise in these areas. 

Mr. Fuiron. Then do you think the problem in the Middle East 
is basically a political problem ? 

Dr. Van Kirk. Perhaps from within these Arab States themselves 
it is predominantly a social and economic problem, but the relations 
of the United States and of the west to the Arab States, that I 
would say is predominantly political. 

Mr. Fuuron. Then on the relations between the United States and 
these Arab States, if it is predominantly political, do you as a church- 
man feel competent to pass on that question ¢ 

Dr. Van Kirk. As to what steps should be taken to implement this 
political concern? No; I have explained in my statement, the lack 
of technical competence in this field, which saves me the necessity of 
answering a lot of questions that might otherwise be asked. 

Mr. Furron. Very good, Doctor. 

Do you think that the aid that we might give, if given generously 
to show that we have no favoritism, to both Israel and the Arab States, 
would solve the problems of the terrible enmities of groups within the 
states and of the terrible enmities among these states # 

Dr. Van Kirk. Well, I think it might tend toward that end. I 
think the likelikood of achieving that end through a process of tech- 
nical assistance and aid of the kind contemplated in this bill would 
certainly lead more directly toward that end than would the absence 
of such aid. 

Mr. Fuiron. But do you think it would be worth while for us to 
try to settle these religious disputes in many of these clan feuds 
through money from the United States / 

Dr. Van Kirk. I think it would be a fatal blunder to attempt that. 

Mr. Fuuron. Now, in conclusion, then, it is going to be a long-time 
problem of development and of raising the educational levels, and 
of doing what has been many times on this committee pointed out, 
instituting these pilot plans to show what they can do themselves. 

Would you say that is the type of program we should emphasize 
on a Point 4 basis, or do you say that we should give it to the govern- 
ments and let them do it themselves ? 

_ Dr. Vaw Kirk. Well, I would not put it on an either-or basis. It 
is ges > I think, for both to go forward concurrently. 

would subscribe to Mr. Pickett’s point of view, that in the long 
run the more programs of this kind that can be placed under the aegis 
of international authority the better it is. I feel that very strongly. 

Mr. Fuuron. If we are looking at the problems of the United States 
on a long-time basis, we must seek under this legislation forces in 
being, and reserves, that have an impact. If that is the case and we 
can see that Israel has been able to at least get a balance of power in 
the area, we can see that Israel at least has at the present time equality 
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with the Arab States on a balanced-power measure. Leaving the 
future out of it, at least now it has a balance of power; has it not! 

Dr. Van Kirk. I would say preponderant military power. Vis- 
a-vis the Arab States, I mean. I was in Jerusalem on their independ- 
ence day just a couple months ago. I witnessed a military demonstra- 
tion put on there in Jerusalem on that day. And I tell you, the 
strength that was reflected in that operation must have been of a 
kind to create in the Arab mind, at least, the thought that there is 
a preponderance of military strength within the Israeli State as of 
this present moment. 

What the ultmate effect will be on the Arab community, I would not 
be prepared to say. 

Mr. Fuuron. If we are looking for friends, the Israeli State seems 
to be a stable government compared to some of these other govern- 
ments, does it not ? 

Dr. Van Kirk. We have their friendship now. 

Mr. Fouuron. And, secondly, Israel shows the opportunity there is 
for progress, because of good commerce laws and really a very ad- 
venturous spirit. Is that not correct ? 

Dr. Van Kirx. I would subscribe to that wholeheartedly, sir. I 
was in Israel for a week at the invitation of the Israeli Government, 
and I desire to bear witness to the very extraordinary advances that 
have been achieved by the Israeli State in this short period, economi- 
cally, culturally, and otherwise. It is an extraordinary chapter 
in history. 

Mr, Furron. Then, if we leave international boundaries out of it, 
we look to see where we do get the greatest advance, the greatest 
defense force, and the greatest progress, in giving this aid, do we not? 

Dr. Van Krrx. In what way? Tdid not hear that last. 

Mr. Futron. In giving this aid. 

Dr. Van Kirk. I have supported the aid to Israel contemplated 
in this bill. 

Mr. Furton. But I say if the international boundaries were left out 
of it, we would look for the best results, would we not ? 

Dr. Van Kirk. Yes; but I really do not think there is enough mili- 
tary strength in the Middle East, with Israel and the Arab States 
put together, to weigh very heavily in the total balance. By using a 
military measuring rod these armed forces could hardly substantially 
influence the military position as between east and west. 

Mr. Furron. Of course you remember that Israel was one of the 
balances and real weights in our favor at the battle of E] Alamein 
when they supplied a tremendous amount of equipment and supplies 
to Allied troops in Africa in World War IT? 

Dr. Van Kirk. Yes. 

Mr. Fciron. The State Department has come here with a program 
that exactly makes equivalent the Arab States and Israel on economic 
aid. Mr. McGhee has said the State Department looked at the varied 
problems as a matter of need, and then they projected into the future 
on each of the countries involved. 

Now may I have your comment: The State Department looks at 
Tsrael and comes up with a figure on all their needs and their future 
progress and says $23,500,000. Then it looks at each of the other 
Arab States all down the line—— 
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Mr. Vorys. I believe the breakdown was in executive session. 

Dr. Van Kirk. I do not know what those figures are. : 

Mr. Furron. I am not going to mention what the breakdown is 
among states, but I certainly see the $231, million figure here. 

Mr. Vorys. The $23,500,000 is published. 

Mr. Fuuron. That is all ] am going to say. Have I gone any further 
than that ¢ 

The State Department takes all the Arab States and adds them 
up one after another on their present needs and future progress, and 
takes into account the various absorption rates of aid. The State De- 
partment then arrives at the same figure exactly to the dollar, of $23,- 
500,000. Do you think, as a churchman, and as a matter of coincidence, 
it is possible to reach that result ¢ 

Dr. Van Kirk. No; I do not, and I am certainly not competent on 
the basis of a very hurried visit to the Middle East to estimate what 
would be the fair balance of aid as between the Arab and Israeli 
States. But it would seem to me on the surface of things—— 

Mr. Fuuron. A very strange coincidence ‘ 

Dr. Van Kirk. That in an area that embraces 40,000,000 people 
would, by reason of their present low standard of living, plus the 
added necessity of absorbing and resettling the vast number of Arab 
refugees in their countries, constitute a need that would require— 
it would appear to me, as a layman—a sum greater than that which 
would be allocated to Israel. And if it is not political heresy, 1 would 
have to disagree with the State Department Tues at that point. 

Mr. Fuuron. It was a strange coincidence that it came out the 
exact amount, would you not think so? 

Dr. Van Kirk. Yes; I think that is a rather arbitrary division, 

Chairman Ricuarps. You are not responsible for those figures. 

Dr. Van Kirk. No, I am not. 

Mr. Fuuron. Actually, there is $50,000,000 in this bill for the Arab 
refugee problem, so if you took it on this basis, it would be $23,500,000 
economic aid and $50,000,000, or $73,500,000, for the Arab states as 
against $23,500,000 alone for Israel. 

Dr. Van Kirk. Yes, if you added the aid which is contemplated 
for refugees to the economic aid and technical assistance, then you 
would have $75,000,000 roughly speaking, against $25,000,000. But 
when you consider the vast number of these Arab refugees, variously 
estimated up to a million, and you take this $50,000,000 and divide it 
by the number of refugees you have, it becomes immediately obvious 
that $50,000,000 cannot go far toward contributing toward a per- 
manent program of economic rehabilitation and making a viable 
economy in the Arab States. That is my point. 

Mr. Furron. But you must also realize the historic difference in 
the level of living between people who have had a village and nomadic 
base as against an industrially rising state such as Israel. 

_ Dr. Van Kirk. That is true. 

Mr. Fuuron. And in addition you must also take into account that 
Israel has the very big expense, for example, of flying people in 
from Yemen, so that the cost of their refugee problem per person in 
resettling them in Israel has been much higher. 

Then we must also take into account that a resettlement in Israel 
means training, job placement, and a house, while in Arab countries 
it may mean putting them in a valley, or a village, in a tent, and with a 
little flock or something of that nature. Is that not correct ? 
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Dr. Van Kirk. That is true. 

Mr. Furron. Our basis of this legislation of course comes back to 
the defense of the United States and the defense of this area in rela- 
tion to our foreign policy. While I knew that there are millions and 
hundreds of millions this evening starving in Asia, as a Congressma)) 
from Pittsburgh I do not believe I can vote to give part of the proceeds 
of our billion dollar tax bill from the Federal Government to take 
care of allof them. So the population figure is too simple arithmetic. 

Chairman Ricuarps. Dr. Judd? 

Mr. Jupp. Mr. Chairman, I wonder if we could not be educated, 
instead of the witness’ being educated. 

Mr. Furron. I am following Dr. Judd’s—— 

Mr. Jupp. Good example? 

Mr. Furiron. Usual form. I learned that. 

Mr. Barrie. You learned it well. 

Mr. Funrvon. I try the technique with churchmen, and Dr. Judd 
tries his on General Marshall. 

Dr. Van Kirk. He has taken his turn at the churchmen too. 

Mr. Fouuron. I think Iwould have more chance educating you than 
General Marshall. 

Chairman Ricuarps. We have one more witness here, and we had 
better move along. 

Who is the next questioner, Mr. Battle ? 

Mr. Barrie. Thank you, sir. No questions. 

Chairman Ricuarps. Any questions on this side? 

Mr. Jupp. I want to pay tribute to Dr. Van Kirk for a statement 
that I think is eminently sound, as well as Mr. Pickett’s, particularly 
in its emphasis on the moral support these people need. That is their 
greatest hunger. The dollars cannot do the job without that moral 
support. Of course they cannot live without some calories too. 

Dr. Van Kir. That is the crucial phase of this problem. 

Chairman Ricuarps. Mr. Herter. 

Mr. Herter. Dr. Van Kirk, obviously the amount of money involved 
varies tremendously. I am tremendously interested in who is going to 
administer these funds, and how well. 

Would you care to comment on the way in which you think funds 
today are being administered and how perhaps they could be improved, 
what agencies are doing well and what are not / 

Dr. Vax Kirk. While I have followed very understandingly Mr. 
Pickett’s comments with regard to the difficulties that all of these 
United Nations agencies are confronted with in the Arab States, you 
just have to see this problem to understand it, to see what it is. You 
have to see it and feel the tensions there, and the ease therefore with 
which United Nations agencies are criticized by the Arabs. 

But such of the operations that I myself saw in the camps that | 
visited, I have only the highest praise for the activities of the United 
Nations Relief and Works Administration. I saw at first hand some 


of the operations of the United Nations children’s emergency fund, 


for example, and I have no hesitation in saying that of all of the 
agencies I saw in operation in the Middle East, UNCEF stood easily at 
the top. 

I saw their feeding projects in many of these camps, milk for chil- 
dren, great lines of children waiting for their milk in the mornings, 
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mothers with their babies at their breast, little children waiting, and 
good discipline prevalent there, and a fine spirit and understanding. 
And I want to take this opportunity to pay tribute to the work done 
by UNICEF in these areas. 

“Mrs. Bouron. Dr. Van Kirk, you spoke of the possibilities of pilot 
plants, and soon. Have you by any chance seen the Arab Develop- 
ment Co. project 

Dr. Van Kirk. No. 

Mr. Bouron. Have you seen it, Monsignor ¢ 

Monsignor McManon. Yes. 

Mrs. Bouron. I think a picture of that would be very helpful to 
us. 
Mr. Vorys. Dr. Van Kirk, in looking at the report exhibit 4, adopted 
there I saw these words: “Only 10 percent are Christians.” Does that 
mean that 

Dr. Van Kirk. Ten percent of the Arab refugees are Christians. 

Mr. Vorys. There are 80,000 to 100,000 Christians among these 
refugees ¢ 

Dr. Van Kirk. There are about 10 percent, yes. 

Mr. Vorys. Now you have heard earlier that it is doubtful whether 
the Arab States have asked for this $23,000,000. You have told of 
their feeling about us in those countries. Israel has asked for $150,- 
000,000. 

Dr. Van Kirk. That is not a part of the legislation now before 
this committee. 

Mr. Vorys. No, but their request is officially on file, and witnesses 
have appeared urging the $150,000,000, 

Dr. Van Kirk. Yes. 

Mr. Vorys. If we do not grant that request, will we lose the friend- 
ship of Israel; and if we grant it will we lose or gain the friendship 
of the Arab States? 

Dr. Van Kirk. I am not going to answer that question, because 
I am really not competent to answer it because this requires an in- 
sight, really, to sit in judgment on the inner operations of the minds 
of the Jews on one side and the Arabs on the other. And I do not 
have the faculty for doing that. 

Mr. Vorys. We have to answer it, and we have not been out there 
just a few weeks ago as you have. 

Chairman Ricwarps. You would call that the $64 question, would 
you not ¢ 

Dr. Van Kirk. Yes. And perhaps on the basis of study and re- 
flection upon the matter I might have something to say. But I prefer 
not to give a snap judgment answer to your query. 

Mr. Faire Thank you. 

Chairman Rienarps. Thank you very much, Doctor. 

Dr. Van Kirk. May I say with regard to these papers that I left 
on the table, the message to which I referred is entitled “The State- 
ment of the Beirut Conference.” There is appended to these papers— 
and it may be of interest to some of the members of this committee— 
to have the judgments reached by the conference in various working 
sections of the fleirut conference. 

_ Now all of these papers represent the official action of the Beirut con- 
ference, and I would call your particular attention to that working 
paper which deals with recommendations bearing upon United Na- 








1252 THE MUTUAL SECURITY PROGRAM 





tions’ policies. It might throw some light on the problems with which 
the committee has been confronted. 

Mr. Vorys. Doctor, you did not intend to submit to be printed in 
the record anything but the statement ? 

Dr. Van Kirk. That is all. I will not presume to suggest that the 
rest should be published. But if it is desirable I would be glad to 
mail to each member of the committee the entire set of working 
papers. 

Mrs. Borron. Would you do that ? 

Dr. Van Kirk. Yes. 

Chairman Ricuarps. Monsignor McMahon, will you have a seat, 
sir? 

Have you a prepared statement ? 

Monsignor McManon. Yes, I have one here. 

Chairman Ricuarps. Will you proceed in your own way, sir? 


STATEMENT OF MSGR. THOMAS J. McMAHON, CATHOLIC NEAR 
EAST WELFARE ASSOCIATION 


Monsignor McManon. Well the hour is late, and so much has been 
well said by those ahead of me, so much that I concur in. I concur 
in practically every conclusion Dr. Pickett stated, and most of the 
conclusions of Dr. Van Kirk, so that I would be repetitious, except 
that you may wish to ask me further questions. 

Now, my competence lies in the fact that I have been out there in 
the Middle East directing all the relief activities of the Catholic 
Church, in both the Arab States and in Israel. Accordingly I have 
been in that territory for most of the past 3 years, and I have just re- 
turned a few weeks ago. 

It is an honor and a pleasure to come before you after this long 
experience. 

First of all, I wish to say that those who criticize the United Na- 
tions’ relief program should have the spirit of Dr. Pickett here. I 
know the weaknesses and I know the strength of that relief program. 
But I have collaborated with the United Nations’ relief program in 
every item. We, the Pontifical Mission, have run many milk centers 
for UNICEF, food distribution centers for supplementary feeding, 
and we have poor refugee kids in over 330 schools in the relief areas. 

We have conducted many works projects and all kinds of activi- 
ties for Palestinian refugees. Our efforts have been made possible 
through private voluntary subscription, not by United Nations’ 
money, so we have done a great deal for the refugees and for the 
United Nations and we have furnished a personnel of about a thou- 
sand, mostly indigenous. 

In our Pontifical Mission program, I have been one of three 
foreigners brought in to conduct the work. Most of the remaining 
workers are indigenous. I purposely kept this system, even in the 
face of some opposition, and I think this point may help the ques- 
tioning that follows. I adopted this system on purpose, because I 
wanted to see if these people can help themselves. And they can. 

Some, even of my own, thought I was foolish. Why should we not 
bring in a great big corps of workers? But I did not, and we got 
along. It is an evidence of how fine these Arab people are funda- 
mentally, That is something which Dr. Pickett has brought out so 
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well. When he was out in Gaza I worked with him, and I know the 
spirit in which the Friends work. _ 5 

Many of these Arab people are highly professionalized. An hon- 
orable Congressman here has already mentioned the Arab Christian 
people. Most of chem have had a fine education. These people want 
to return to their homes. The more intelligent they are, the more 
they wish to return to their homes. 

Chairman Ricnarps. Did you say most of the Christians, the 10 
percent ? ‘ “ee 

Monsignor McManon. Yes, most of the Christians. And there are 
a great many Moslems, very well educated too. Still it is not a ques- 
tion of education—sometimes it is a question of basic culture. Nor 
would I say that all these Arab refugees are agrarian people. This 
would be untrue. 

When we think of many of the better ones—and these are very fine 
characters—many are not the truly agrarian type. There are many 
professional people and, by the way, these are the hardest people for 
whom to do relief work. It is hard for a lawyer, a teacher, a man 
occupied formerly in the Palestine Mandatory Government to receive 
the dole and to get on line as many others do. 

Suppose you were to get under a tent yourselves, you would know 
how hard it is for these people to do so. It was not easy for me to 
live the life of a relief worker, for it was necessary to try to live like 
the poor refugees in order to prove that I was really there to work 
for them. 

Now I wish to make one point of disagreement. As a church— 
and I believe I can speak for the Catholic Church, at least in my 
‘apacity as head of her relief activities in the Middle East—we have 
had a constant policy on Palestine. We claim there still is a Palestine 
question. All these discussions tonight have merely taken for granted 
the existence of two portions of Palestine without realizing that the 
United Nations has not only resolved but also voted certain decisions 
for Palestine. 

Yet nothing is said of that settlement. When the honorable Con- 
cressman from Pittsburgh said that a churchman might not want to 
go in for politics, I might say that the Palestine question is a very 
high grade of politics. Palestine is the Holy Land in which three 
rights are involved. The three rights are Jewish, Moslem, and Chris- 
tian, so that one is not anti-Semitic when he urges the Christian right 
in Palestine. I do not think one is. 

I think this is a point on which we must insist. Here is where the 
added question of repatriation, of compensation also enters. Speak- 
ing of the Israel area and the Israeli Government, I know them very 
well, nor do I come here with any spirit of animosity, but they do 
know very well from my own lips that there are three rights in the 
Holy Land, and the Palestine question is not a political question of 
the nature in which we have spoken tonight. I am not being apodictic 
here. Having just come in from the Middle East and having felt its 
tensions for every minute of the last 3 years, I say you cannot settle 
the question of the refugees, you cannot get the friendship of these 
Arab people for the United States or for Britain so long as the 
Palestine question remains unresolved. 

_ This, so long as you here—and we are mainly responsible, we give 
lip service to United Nations’ resolutions and votes but we do nothing 
85708—51——-80 
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else—go the opposite way in our policy. Now this is the truth, and 
you know it. This is the absolute truth. 

And I think this, speaking of this security program, as I wrote in 
my statement, I am heartily in favor of this voting of aid—everyone 
who has put foot there would have sense enough to be in favor of it— 
that we must go further if we want security in those regions. 

You have the friendship of Israel and you should have the friend- 
ship of Israel. But you must get the friendship of the Arab States, 
and you cannot get it by delaying tactics. You just cannot get it that 
way. I feel that unless we are willing to implement United Nations’ 
decisions to some degree at least, and then willing to show those poor 
Arab people over there that they are not being pushed aside, we cannot 
get their friendship. One might also consider that the Palestinian 
Arabs were among the best cultured Arabs and that especially during 
the British mandate these people had a high degree of education with 
many other advantages. It would be wrong to have any other attitude. 

So I ask you to read this statement of mine and then perhaps talk 
along the lines I suggest here. Dr. Pickett has already said every- 
thing that would be needed to be said about these refugees. I am 
merely giving you the profusion of my despairing spirit after 3 years 
of working among these refugees. 

Mr. Mansrtevp (presiding). Mr. Vorys? 

Mr. Vorys. First I ask that the consignor’s statement be set out 


in full in the record. 
Mr. Mansrievp (presiding). Without objection, that will be done. 


(The statement referred to is as follows:) 


STATEMENT SUBMITTED BY Mscr THomas J. McMauon 


I am particularly interested in section 204 of title II of the proposed draft 
of the Mutual Security Act of 1951, as presented in the background pamphlet 
Mutual Security for Fiscal Year 1952 and in the relevant prefatory pages, espe- 
cially page 26 entitled “Aid to the Palestine Refugees.” 

Thus, my competence in answering the gracious invitation of the House 
committee lies in the fact that, for several years, I have been actively engaged 
in relief and humanitarian work among the people of the Middle East and 
that for the past 3 years I have been personally and physically present there 
to direct the activities of the Catholic Church in behalf of the Palestinian 
refugees. Accordingly, I am more than deeply interested in the prolongation 
of every aid possible, on the part of our Government and of every agency, 
whether public or voluntary, to the Near and Middle East and more precisely to 
the Arab refugees of Palestine. 

That it is absolutely necessary to continue such aid everyone even remotely 
acquainted with the problem must admit without qualification. We who have 
worked so long among these destitute Palestinians wonld view with verv genuine 
horror any other point of view. The Palestinian Arabs are the innocent victims 
of the warfare that engulfed them and forced them out of their homes, and as 
the fourth successive year of this tragedy now begins, it find them in the same 
continuing need, while their state of mind must be described as one of despair. 
The United States cannot afford to forsake these exiles, and the radical motive 
for such aid goes far beyond a mutual security program: it is basie justice 
on our part to keep on helping these hundreds of thousands of innocent victims, 
of homeless people. 

We go well beyond politics when we point out to the designated Representatives 
of the noble and generous American people that there can be no security in 
the Middle East until the problem of the Palestinian refugees is solved. The 
very existence of the problem has caused not only complete privation among 
the victims themselves, it has also brought about an economic and moral crisis 
in the Middle East, embittering every honorable citizen of the nations involved. 

Now, in all honesty, let it be said that the magnanimous aid of the American 
Nation will not be the only factor in solving what I consider the most aggravating 
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problem in the pattern of a hoped-for world peace. By all means, and out of 
strict justice, let the United States vote as much monetary aid as possible to the 
United Nations’ program for the relief of the Palestinians, but in a greater degree 
we beg our legislators to see clearly what is involved. 

In the very excellent explanations of the Mutual Security Act, you write of 
the continuance of direct relief, though on a diminishing scale, and of the reinte- 
gration of the refugees in the economic life of the Middle East. What have you 
done for a just settlement of the Palestine question? What have you done to 
compensate the homeless people who did not give up their homes voluntarily? 
You will never achieve peace in the Middle East until you have given these huu- 
dreds of thousands of people the rights that are most certainly theirs. You have 
been voting to the UNRWA and its antecedent agencies a respectable aid each 
year since the problem began, but it is another thing to solve the problem at its 
roots. 

We must not think of the Palestinian refugee as unkempt, almost unworthy 
objects of charity. Among these good people the number is legion of those who 
are wonderfully trained, well cultured, genuinely moral, men and women who 
could take their places with you and with us all in any walk of life. Why, then, 
should we speak of a dole for such as these? In the name of God, let the repre- 
sentatives of the American people examine the roots of the Palestine question and 
seek to make some reparation for man’s inhumanity to man. 

Let us by all means vote the aid that has been determined for the refugees of 
Palestine. Since it is all too litthe with which to solve the problem, it is our 
bounden duty to go much further and try to end the restlessness, the misery, the 
homelessness of these poor people. There is no. doubt that men of good will in 
this country will thereby make the Middle East as much a part of the free 
world as we are. 

Mr. Vorys. How many Christians are there in Palestine, in Israel, 
now ? 

Monsignor McManon. Christians in Israel? Fifty thousand. 

Mr. Vorys. Fifty thousand; and eighty thousand to one hundred 
thousand refugees ? 

Monsignor McMauon. Yes. 

Mr. Vorys. Well, could I ask you the $64 question, which is lying 
on this table for us to decide and has been appropriately presented 
here as to whether it would help the total picture out there for us to 
grant, say, $23,000,000 of aid to the Arab States, and $50,000,000 for 
the Arab refugees, and then grant. $150,000,000 to Israel ¢ 

Monsignor McMauon. Well, I am not much of an economist. I 
have been spending other people’s money in the Middle East for the 
last 3 years and more than that, for I have been engaged in Middle 
East work for the past 8 years. But I cannot answer your question; 
I do not know what you are going to do with this money. 

I have read the statements, but I would rather evade the question. 
I think that is right in your laps. Still I say this: Just as the honorable 
Congressman from Pittsburgh asked, I do not know why, speaking for 
the Arab States, the figure exactly balanced. I know they can use 
$23,000,000 very well, and $50,000,000 very well, for the purposes de- 
termined, Otherwise, I cannot say which should have this and which 
-hould have that. It is too much for me to say. 

Mr. Mansrtietp (presiding). Mrs. Bolton? 

Mrs. Borron. Monsignor McMahon, I wonder if you could give 
lis a picture of the Arab Development Co. project. We have been so 
inclined in this country to accept the idea that Arabs cannot farm, that 
Arabs cannot do for themselves. 

Yon say that you found them so able to take care of themselves. 
Would you enlarge on that a little? 
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Monsignor McManon. Yes. The Arabs do need equipment. Of 
course, if you compare the State of Israel with the average Arab 
state, the absence of tractors in the Arab States is to be remarked. 

Mrs. Bouron. Certainly. : 

Monsignor McMauon. The Israel State is much better equipped 
technically. The Arab Development Co. is a small project, you know, 
because it iacks funds. 

You refer to Musa Alami, do you not? 

Mrs. Bouwon. Yes. 

Monsignor McManon. As someone here already mentioned pilot 
projects, it is to be noted that there are a few around the Arab 
States. I might remark the work of the Near East Foundation in 
Syria, and we, too, have tried such — in different areas. 

On a small scale these are great things, but remember that funds 
are lacking for anything on a large scale, and such a program as the 
Arab Development Co. is not government-inspired, it is an individual 
attempt and for us very encouraging, for Musa Alami started before 
the United Nations works projects idea came along. 

Mrs. Bouron. And what has he done there? 

Monsignor McManon. Small housing projects, for example, with 
plots of ground around them. That is the beginning of anything in 
the Middle East, a home. 

Of course, I would like to bring out the point that we must not 
think of all the refugees as being in camps. In the Gaza area, it is 
largely camp life, but elsewhere I would say that about 30 percent 
only of the refugees are in camps. Although we too run camps, as 
does the United Nations, the greater number of the refugees is still in 
housing, in permanent buildings. 

Mrs. Bouron. In barracks or homes ? 

Monsignor McManon. We have built barracks, but we also have 
many refugees in houses, particularly religious houses that could be 
made available. In Jerusalem there are still some hundreds so situ- 
ated. 

While we are speaking of refugees, we should also remember that 
this situation has brought on a complete crisis in cities like Jerusalem, 
partly in a city like Beirut, while Gaza is a perfect example. The 
poor have become poorer than the refugees, 

As to schooling, I think that about 60 percent of the children in our 
refugee schools are Moslems. And we support these schools on a 
voluntary subscription basis, not by United Nations’ funds. 

To return to the pilot projects, they are the beginning of something 
very good, and they should be encouraged. But I am dead set against 
a ine of resettlement because I know these refugee people will always 
balk at this, unless you can prove otherwise to them. Although they 
may feel they will never return to their homes, they do want to go 
back. 

Mr. Jupp. You say you are dead set against a plan of resettling? 

Monsignor McManon. Yes, I am. I say this because this whole 
»roblem cannot be solved until the basic—let’s use the word “polit- 
ical”—problem of Palestine is solved. 

Mr. Jupp. Well you said in your statement, an excellent statement 
by the way, “let the representatives of the American people examine 
the roots of the Palestine question and seek to make some reparation 
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for man’s inhumanity to man.” Would you help us for a moment ex- 
amine the roots? 

Monsignor McManon. I say that the Palestine question, both in 
resolutions and in votes, is already on the record of the United Na- 
tions. Take one question—the internationalization of Jerusalem, 
voted by the United Nations but not settled. 

Now as to the question of boundaries; you say the boundaries are 
more or less fixed. But are they fixed? This is an armistice. 

We might also remark that the thinking on the question of getting 
people back to their homes has changed in those regions. Dr. Pickett 
will remember when the Israel Government was thinking of admitting 
about 80,000 Palestinian refugees from the Gaza area. That was the 
thinking over a year ago. Now the thinking is not that. There 
has been some attempt to reunite families, and perhaps 2,000 people 
came back particularly to the Nazareth-Haifa area, from Lebanon and 
Syria. Thus there has been some repatriation. 

‘There are other problems within Israel’s boundaries because of the 
war. Some Arab towns have been displaced in their populations 
within Israel. The people are not in their original villages. There 
have been negiotiations with the Israeli Government on a personal 
basis. 

Can there be more repatriation? Ido not know. The State of Israel 
was more willing, say a year ago, than it is now, possibly because, as it 
has been suggested here, the influx of their own refugees has been so 
surprisingly greater than they had expected. 

Mr. Javirs. That is correct. 

Mr. Jupp. You have three possibilities: Repatriation, resettlement, 
or leaving them as they are? 

Monsignor McManon. Yes. 

Mr. Jupp. I grant you that resettlement is not ideal, but since repat- 
riation of all of them does not seem to be in the cards surely we have 
to recognize that resettlement may be one of the hard, unpleasant alter- 
natives we must prepare for, rather than leave them as thev are. 

Monsignor McManon. I bring another element in there. Is the 
question of Palestine itself settled? You cannot talk of resettling peo- 
ple who could be standing on their own ground right now. 

There is a section called Arab Palestine in the original United 
Nations’ decision, the Palestine partition plan of 1947. According 
to that, there were also to be 400,000 red x in the State of Israel. 
There were to be that many within the boundaries of the new state, and 
the rest of the Palestinian Arabs were to be on the Arab Palestine side. 

Mrs. Bouton. What has happened to all of them? 

Monsignor McManon. The war pushed the boundaries much far- 
ther than the UN Palestine decision called for. 

Mrs. Bouron. Disregarded by both? 

Monsignor McManon. Nothing is settled. 

Mr. Jupp. Is it your suggestion that for the present at least, the 
United Nations should insist on the boundaries fixed in its resolution 
of November 1947, as I recall. 

Monsignor McManon. What I say is that the United Nations had 
better solve something before we try to solve the resettlement of 
the people. We have to solve the Palestinian question first. That is 
what will agitate the Arab world until the crack of doom. 





1258 THE MUTUAL SECURITY PROGRAM 


Mr. Jupp. You have to have fixed boundaries. That is a part oi 
your point ¢ 

Monsignor McManon. And you see the new State of Israel now has 
about 150,000 to 170,000, about that much, if you count the triangle 
group that came in. 

Mr. Javits. The group of Arab repatriates. 

Monsignor McManon. In the realm of things unsettled, be it note: 
that Gaza is under military occupation of the Egyptian Army, not 
strictly belonging to Egypt. There are other military zones, Naza 
reth, technically, is under military occupation. 

Mr. Javirs. Will the gentleman yield to me? 

Mr. Jupp. Yes. 

Mr. Javits. I want to ask a question on this point: Do we still 
race a hard core of resistance through the military occupation on the 
part of the Arab States that occupy areas of Palestine, while Israel] 
clings to its forward areas? 

Monsignor McManon. Yes. I speak with no animosity to either 
side, but the problem remains unsolved, and you are putting the cart 
before the horse. 

Chairman Ricuarps. Well, let me ask this question: Is it a fact that 
both the Arabs and the Israelis refuse to adhere to the decisions of 
the United Nations in these boundary disputes, or are they both 
equally guilty ? 

Monsignor McManon. I cannot speak of the Syrian affair. I am 
not familiar with it. But we know that the Jordan Government and 
the Israel Government refused on the question of an international 
Jerusalem. 

Chairman Ricnarps. Yes. Mr. Vorys? 

Mr. Vorys. But we are pouring $23,000,000 in there. Will that 
solve it ? 

Monsignor McManon. No, it will not solve it. I will put it just as 
strongly as I wrote it: We have an obligation in justice, and that is 
why we speak of an international relief program. It is a United 
Nations job. We are part of the United Nations. We cannot afford 
to let that job go. 

Mr. Furron. Will not the start in the Near East of an over-all 
program that helps them raise their standard of living and gives them 
some measure of justice be a good start and be in the best interest of 
the United States? 

Monsignor McManon. Did you say what would be a good start? 
Or would this be a good start? 

Mr. Furron. Would not a sizable program in the Middle East, 
regardless of the boundaries? 

Monsignor McManon. Yes, but I am talking of questions of re- 
settlement. Regardless of boundaries, surely such a program will be 
valuable. But you cannot settle this question ultimately, this question 
pli we seek to settle ultimately, until the question of Palestine is 
settled. 

Mr. Futron. Then you are agreeing really with the Beirut con- 
ference when they say on page 3 of their record: “In the last resort 
the problem could only be solved in the realm of politics.” And that 
is what I was questioning the doctor a little bit about on his political 
angles. 

Monsignor McManon. Yes; well, it is high grade politics. 
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Mr. Fcuron. Going a little further, the question then is, for exam- 
ple, what we are calling on the people of this country to do. You 
ask this question in your statement: “What have you done to compen- 
sate the homeless people who did not give up their homes voluntarily /~ 
That is on page 2 of your statement. 

Monsignor McMauon. That is right. 

Mr. Fuuron. Well, I must say that so far we have done nothing, 
and I do not see that we have any direct legal obligation to do any- 
thing, or moral. 

Monsignor McManon. There is where I must differ with you. I 
say that we as a part of the United Nations voted the partition of 
Palestine. We have continuously gone along on this policy of the 
United Nations. Now, why have we not the responsibility / 

Mr. Futron. The background of your statement assumes then that 
the decision of the United Nations had an injustice in it that we might 
have partially caused. I disagree with you because I thought the 
decision of the United Nations was pretty fair and had no injustice 
in it. This legislation is what we are doing for the world abroad. 
Now, do you think there is a further burden? 

Monsignor McManon. Yes, I do. We were talking about a moral 
obligation. You said there was no moral obligation. I say there is. 
I say there is a profound moral obligation. 

Mr. Mansrieep. If you did not make a statement like that, you 
would not be worth the cloth you are wearing, and, of course, you are. 

Monsignor McManon. No. But aside from that, I speak as an 
American citizen, 

Mr. Fuvron. Do you not think our Nation, as a member of the 
United Nations, would be interested in advocating, for example, that 
Israel comes up with just compensation for the people who have aban- 
doned their property and lost it ? 

Monsignor McMaunon. They will get nowhere. This has been 
talked of for 2 years. Still there is no move toward it. You see that 
there is no move toward these things, compensation or anything else. 

Mrs. Boiron. Mr. Chairman ? 

Chairman Ricuarps. Mrs, Bolton. 

Mrs. Bouron. In this whole problem, is not our static situation in 
this country due partly to the fact that the people of this country 
know very little about the problem? They know very little about 
what is goingon. They do not know the background of it. How many 
of them ever realize that it is just a few years since the Arab popula- 
tion came out from under the Turks? 

Many years ago I was in Jerusalem on an Easter Sunday, when 
chey tripled the guards of Turkish soldiers to keep peace among the 
Christians. 

Monsignor McManon. Well, we have a way of fighting on feast 
Gays. 

Mrs. Botron. What I am getting to is this: Is there not some way 
for your church and the other churches to see to it that there is more 
understanding of this problem ? 

Monsignor McManon. Among them, you mean / 

Mrs. Bouron. No, here in this country. 

Monsignor McManon. Well, we try hard. I can shake hands with 

good Quaker or a good Episcopalian any time. 
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Mrs. Boiron. But you do not get to the people with the information. 

Monsignor McManon. We do. We have done a lot of getting to 
the people. 

Mrs. Boiron. That is what I want. 

Monsignor McManon. From the relief angle, we are running a 
voluntary program. It is awfully hard to get money. And in the 
beginning, when the United Nations started its official program over 
there, you may remember how hard it was for us to raise anything, 
because everybody said the United Nations was paying the whole 
freight. 

Now, do you realize that the voluntary agencies have —_ easily 
$10,000,000, and they have given personnel more numerously than the 
United Nations? 

Mrs. Botron. And some of the Arab States have given millions of 
dollars’ worth. 

Monsignor McManon. So it is not a question of trying to get to- 
gether or of getting to our people. I have stumped this country for 
years to get aid for the Middle East. There is, as you say, an 1gno- 
rance about the Middle East. The new State of Israel has focused 
our attention on the Middle East more than was ever done before. 

I say candidly that I would like to see complete peace over there 
instead of an armistice, because it is a powder keg. And we do know 
of the need for security in that area. 

Mrs. Boiron. We need the security and friendship of those people. 

Mr. Futron. Could I say that I have noticed the church’s program 
and believe you are doing fine Christian work. You are greatly to be 
complimented on all you have done in the Near East. 

Mr. Mansrtevp. May I say something for practically the first time 
this evening? 

Chairman Ricuarps. Mr. Mansfield. 

Mr. Mansrtecp. Mr. Chairman, I think that we have had a very 
illuminating session here, with witnesses like Dr. Van Kirk, Dr. 
Pickett, and Monsignor McMahon. And I think they have given us 
a lot to think about. They have laid before us a lot of information 
that some of us, at least, did not know too well. 

Monsignor, you mentioned the fact that the relief program under- 
taken by the church under your direction has been entirely voluntary. 

Monsignor McManon. Yes. 

Mr. Mansrievp. And that you use to a large extent the indigenous 
population over there wherever you can to do the necessary work to 
carry on the program ? 

Monsignor McMauon. Yes. 

Mr. Mansrrecp. To what extent do you use Sisters? 

Monsignor McMaunon. Well, in the schools and in the hospitals, 
especially in the hospitals. We have several big hospitals where we 
give free care to the refugees and poor. The Sisters get no recompense 
except their living quarters, their food, and the clothes they wear. 

Mr. Mansrrevp. And are these Sisters from orders in the United 
States and other countries? Or are they indigenous? 

Monsignor McManon. We have fine indigenous groups, and we 
have groups from many countries. In Jordan, for example, we have 
a completely indigenous group, Arabs. 

Mr. Mansrtevp. It is safe to say that on the basis of contributions 
made by the church and the applications of those contributions under 
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your direction, that generally speaking a great deal more is being 
gotten for the church dollar than let us say for the UN dollar. 

Monsignor McManon. I think that is of the essence. That is the 
only way we could operate. I as head of the mission have no salary, 
and the others are in the same situation. The Friends do the same 
thing on a purely voluntary basis, with just a living / 

But we do have lay workers who are phid. These must be Pales- 
tinian refugees. For example, in our refugee schools the teachers 
were formerly such in Palestine. And we have undertaken con- 
siderable building in order to give work. 

Mr. Mansrievp. That is at least one way of giving a sense of inde- 
pendence. 

And one final word: I want to say that even out in Montana where 
I come from, in our parishes out there once in a while we hear about 
the Near East, and we hear various kinds of requests. I hope, Mon- 
signor, we have been doing our share. 

Monsignor McMauon. They do all right out there. 

Chairman Ricuarps. Any other questions / 

Mr. Jupp. Just one minor question : Regarding your statement about 
the 10 percent who are Christians, are they people who belong to 
families that for decades or centuries have been Christian—not recent 
converts? 

Monsignor McMaunon. Oh, yes. You have crusaders’ names among 
them. 

Mr. Jupp. Are they largely in separate communities, or are they 
intermingled throughout the ‘population ? 

Monsignor McManon. The Middle East is a great place for exclu- 
sivism. That is something that discouraged me as an American, but 
it is necessary. You see, they vote by community, and that was their 
form of protection under the Turks. This community life endures 
among the Arabs and it is to be found among the Jews. Just as the 
Arab Christians have their orthodox communities, their Catholic com- 
munities, so among the Jews there are the degrees of orthodoxy and 
the reformed. This seems to be Semitic. 

Mr. Vorys. But these 100,000 are Semites ? 

Monsignor McManown. Yes. 

Chairman Ricuarps. Mr. Javits? 

Mr. Javirs. I want to make one statement, very sincerely and delib- 
erately: I would like to express my expectation and hope for peace 
in that area, and to assure you that I will do everything I humanly can 
to help bring it about. 

Monsignor McManon. Thank you very much, Mr. Javits. 

Mr. Carnauan. Mr. Chairman? 

Chairman Ricuarps. Mr, Carnahan. 

Mr. Carnanan. I would just like to say that I appreciate the infor- 
mation and the insight that Monsignor McMahon has brought to us, 
and the other gentlemen who spoke tonight. I would like to ask if 
your work has brought you in touch with both the Arab refugees and 
the Jewish refugees ¢ 

Monsignor McManon,. Yes; because I have been in and out of the 
State of Israel as often as I have been in the Arab countries, and I 
have been in the State for a period of 2 or 3 months at a time. 
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This being a 3-year operation on my part, I have been all throug) 
the State of Israel and have seen Jewish camps. 

So I think I am as well informed as to the Gites conditions on both 
sides as any man that has been over there. 

Mr. Carnanan. I appreciate your statement from both sides. 

Chairman Ricuarps, Thank you, sir, very much. We appreciate 
your coming in. ; 

The committee will now stand adjourned. 

(Whereupon, at 10:25 p. m., the committee adjourned until 10 
a. m. the following day.) 
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FRIDAY, JULY 27, 1951 


Houser or Representatives, 
COMMITTEE ON ForEIGN AFFAIRS, 
Washington, D.C. 


The committee met in the House Foreign Affairs Committee room, 
the Capitol, at 10a. m., Hon. James P. Richards (chairman) presiding. 

Chairman Ricnarps. The committee will come to order, please. 

Ladies and gentleman, before we go on with Mr. Bissell, here is the 
situation on the floor. We have the resolution  § minating the state 
of war with Germany coming up at 11 o’clock. I do not think there 
will be much debate about it. It will probably take 15 minutes to de- 
cide it. The Clerk can keep us informed on that. I do not know how 
many members of the committee want to be down there. I know some 
do. Maybe we can get through with it in 30 minutes. I have not 
heard of anybody on the committee who has asked for an hour, ex- 
cept Mr. Javits. 

Mr. Vorys. Is it an hour for the rule and then an hour for general 
debate / 

Chairman Ricuarps. Yes. I do not think he will take more than 
5 or 10 minutes on the rule. Then we will have an hour, and we 
want to cut that to a half, if we can. I know I have to be down there. 
If we have any trouble, we could let the members of the committee 
know. Two or three members have told me they would like to be 
there. Certainly I wish two or Fg from each side would be there. 
What do you say about that? I do not want to miss hearing Mr. 
Bissell either, and I do not want to cut into his time: 

Mr. Vorys. Mr. Chairman, I think that is overdoing it, to have 
the same committee try to run a hearing and have a bill on the floor at 
the same time. 

Chairman Ricuarps. I am against it. 

Mr. Vorys. You are going to have to recess. The way we are going 
to find out if there is trouble is when we run into it. 

Chairman Ricuarps. Suppose we go on as far as we can, then we 
will just recess until after ster or, we may be able to recess for 30 
minutes. 

Mr. Bissell, we will go ahead with your testimony. 


STATEMENT OF HON. RICHARD BISSELL, DEPUTY ADMINISTRATOR, 
ECONOMIC COOPERATION ADMINISTRATION—Continued 





Mr. Bissett. Mr. Chairman and members of the committee 
Chairman Ricuarps. I think you had gotten down to the figure 
business. 
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Mr. Bissetx. I was getting pretty close to the figure business. 

I will try not to repeat myself, but I will ask for that privilege for 
about a minute to get this straightened out. 

‘The first matter I discussed yesterday, on which I would like to 
be just as clear and concrete as I can, is the relationship of economic 
assistance to rearmament in Europe. 

I would like to put the point in this fashion—— 

Chairman Ricuarps. That is a very important point. 

Mr. Bisseti. Yes, sir. In order to rearm each of the European 
countries next year, it is going to be necessary to spend more money. 
We hope they will increase their military expenditures. 

(Discussion off the record. ) 

Mr. Bissev.. The figures are all on these papers, Mr. Vorys. 

Chairman Ricuarps. Are you going to submit the paper for the 
executive session record, or is that material restricted 

Mr. Bissetx. Most of this, sir, is not restricted in any way. There 
is one table in here in which certain of the figures are restricted, 
that is to say, they are available now to all members of the committee, 
but they should not be in the record. 

Chairman Ricuarps. You mean, they should be in the executive 
session of the record so we could study them after this? 

Mr. Bisseiu. I think there would be no objection to that. 

Chairman Ricnarps. We would like to have the whole thing in the 
record. 

Mr. Vorys. Do you have copies of what is not restricted ? 

Mr. Bisseiu. The figures are all in this paper that you have, this 
mimeographed document. 

The only figures that I am aware of in here which should not be 
yublished are figures on men on active military duty, which is one 
ae in one of the tables. 

Chairman Ricnarps. I would like to say to the reporter that we 
want all these figures in the record. After you look over them, let 
us know and we will mark the ones that are not for publication. 

Mr. Bisset... I am not sure that we may not be able to release those 
figures for publication, but we cannot at this moment. 

Chairman Ricuarps. Do the best you can. 

Mr. Bissett. Other than that, I think all the figures in here can 
certainly be put in the executive record, and I think can be published. 

Mr. Vorys. Is that the same as this? 

Mr. Bissevi. Yes; it just has a different cover. I am now looking, 
sir, at what is called the summary for 13 countries, their internal 
accounts. 

Tam sorry that the pages are not numbered. 

Mrs. Botton. That would have helped mightily. 

Mr. Rietcorr. I wish next time they could be numbered. 

Mrs. Bouron. I think they should be tagged and labeled. 

Mr. Vorys. And then we would not have to wait 3 weeks to find out 
where it is. We have a summary for 14 countries—— 

Mr. Brssetz. This is the table, Mr. Vorys, “Internal accounts, 13 
countries.” 

Mr. Vorys. “Internal account projection”? 

Mr. Bissett. That is correct, sir. 
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Chairman Ricuarps. I wish the staff right now would mark these 
pages. You can go around and get them one at a time, if the mem- 
hers can do without them, because we really need that. 

Mr. Crawrorp. We will have to mark Mr. Bissell’s, also. 

Mr. Bissetx. Mr. Chairman, I am very sorry these were not prop- 
erly marked. I am going to try to refer in my statement only to 
this page and the following one. I hope this morning we will not 
have any more trouble. 

Mr. Chairman, the figures I have referred to are in the last line 
of this table, which we have discovered and identified with such dif- 
ficulty, for military expenditures for this group of countries. 

(Discussion off the record.) 

Mr. Bisseti. These countries must also, of course, put more men 
under arms. You will notice in line 11, figures for the men on active 
military duty. Those are figures that are averages for the year. They 
do not give you information on any specific time. They are figures 
that are relevant for the economic case. 

(Discussion off the record.) 

Mr. Bissexu. In addition, in order to rearm, these countries, of 
course, have to expand their military production, because a good part 
of that increase in their expenditures goes to purchase goods and 
services, to pay for construction and the like, and they have to expand, 
as any rearming country does, their military consumption. In other 
words, more of their food, textiles, and so forth, go into military 
usage. 

I can give you figures which are not in any of the tables that you 
have. I will give them in my testimony. As an example, included 
in this increase in military expenditures is an increased expenditure 
for major matériel from just under $1 billion in the past year to $214 
billion in the new year. 

(Discussion off the record.) 

Mr. Bisseti. Those are simply the components of the total. That, 
then, is, expressed in terms that are relevant to the economic impact 
on these countries, what the job of rearmament means. 

Very obviously, if these countries are to spend this additional 
money, increase their military production, put more manpower in 
their forces, this means that productive resources must be taken away 
from other uses, or productive resources that are now unemployed 
must be put to work. 

It means that goods, and especially raw materials, have to be di- 
verted from other uses. It means in more general terms that rear- 
mament either has to come out of increased production or it has to 
come out of other purposes, that is, come out of reduced consumption 
and reduced investment. 

A basic principle of the program that we have here laid out before 
you is that the extra European military effort must come substantially 
out of increased production. I want to come back to that later. 

When we come to this country by country, you will find that in three 
of the countries, the Netherlands, Denmark, and the United 
Kingdom 

Mr. Vorys. Say that again. 

Mr. Bissett. That the major part of their additional military effort 
has got to be met out of increased production rather than out of 
reduced consumption or reduced capital investment. 

(Discussion off the record.) 
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Mr. Bisset. We expect that the best measure of the total increase 

in production in the whole group of countries is the increase in their 
ross national product from year to year. ‘That is shown in line | 

of the table. 

As you can see, that is an increase of approximately $7 billion. 
There is a major part of that that goes into the increased military 
expenditures that I have already mentioned. 

Another part of it goes into increased consumption, largely in Italy 
and Germany, the two countries I have mentioned. 

I repeat, I want to come back and say a word or two more on this 
point in just a moment. But, first, let me go on from there. 

As I mentioned yesterday, sir, these countries are, all of them, 
in varying degrees, dependent on foreign trade, but all of them much 
more so than the United States. 

For that reason, increased production across the board, which is 
what we believe to be essential if the countries are to rearm, inevitably 
means increased imports. 

In fact, in terms of constant prices, that is, ruling out the effect 
of price increases, it is our belief that their imports from the rest 
of the world will have to increase by approximately $500 million from 
the last year to this. This figure is not in the table before you. I 
am reading from a table that I have for my own testimony. 

The increase is from approximately $614 billion of imports in the 
fiscal year just ended to a little over $1114 billion of imports in con- 
stant prices in the new year. That increase, including the United 
Kingdom, from all sources, is about a quarter of a billion dollars. I 
think I gave the figure incorrectly a moment ago. 

The major part of that increase is an increase in imports which 
will have to be paid for in gold and dollars. 

Mr. Vorys. You have given three different ones. The increase 
from 11.1 to 11.250 is 150. You said 500 million, 250 million, and your 
subtraction of the two figures gives 150 million. 

Mr. Bisseiy. I will give you the exact figures, Mr. Vorys. The 
exact figures are 11.134 to 11.278—you are right—which is approxi- 
mately $150 million increase in constant prices. 

The part of that that is in gold and dollars is from $4.250 to $4.775 
billion, approximately, a $225 million increase in imports that have 
to be paid for in gold and dollars. 

I think it is not necessary for me to expand at length on the reasons 
why this kind of an increase in imports must necessarily accompany 
a general increase in production, industrial and agricultural, in these 
countries. 

For this group of countries as a whole there is approximately a 
dollar of imports from outside of Europe, that is, from the rest of the 
world, for every $10 of their gross national product. 

Since that gross national product, their total production, is increas- 
ing by about $7 billion, on the whole this increase in imports that I 
have just mentioned to you, is an extremely modest one, and far less 
than the increase that would come about if they did not economize on 
their imports in every way. 

Mr. Javirs. Would you mind a question? I gather that the $500 
million you are talking about comes with the necessity for gold and 
dollar imports, because they are going to buy different things, let us 
say, tin, instead of something else? 
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Mr. Bissevi. That is right. 

Mr. Javits. Who is that going to go to? 

Mr. Brssevx. I can give you the—— 

Mr. Javits. I do not mean in the table. What is the principle in- 
volved; where is the money going? 

Mr. Bisseii. Most of the increase in the money they spend in gold 
and dollars for imports will go to this country, Canada, and Latin 
America. Some of their imports from other parts of the world will 
be in there, but in the main their imports are from the Western 
Hemisphere. 

Mr. Sainte: Can you give us a schedule of that, so we will know how 
much we are going to get back ? 

Mr. Bisset. I can do that. 

(The information requested has been supplied for the executive 
session record. ) , 

Mr. Vorys. Just a minute. I do not gather anything like you 
gathered. I gathered $500 million was a mistake. 

Mr. Javrrs. I think I understand it. 

Mr. Bissetx. The $500 million was a mistaken figure, Mr. Javits. 

Mr. Javits. What about the $4.2 billion and the $4.7 billion ¢ 

Mr. Bissett. [am sorry. That is the figure for gold and dollars. 

Mr. Vorys. That leaves 225. 

Mr. Javits. It is $500 million. 

Mr. Vorys. He had $4.2 billion to $4.7 billion, which equaled 225 
additional gold imports. 

Mr. Bissett. My subtraction is wrong again, Mr. Vorys. That is 
$4.250 to $4.775. ‘Those are the correct figures. 

Mr. Javits. As I understand it, they are buying different things 
that take more gold and dollars than they had to use before, although 
the aggregate has only increased $175 million, the things for which 
gold and dollars are needed have increased $500 million ? 

Mr. Bisseii. That is correct. Generally, as to the composition of 
Europe’s imports, I think the committee knows they are predomi- 
nately food and raw materials. It is for that reason that an increase 
in imports is necessary if there is to be a general across-the-board 
expansion in industrial production. 

The reason is, in short, if there is to be more industrial production 
in Europe, Europe has to import more raw materials. Most of this 
increase is in raw materials rather than in foodstuffs. 

A second consequence of the increase of the rearmament process in 
Europe, the increase in production that we believe to be necessary to 
sustain it, and the diversion of resources and of goods to military 
purposes, is to limit the possibilities for an increase in exports in 
Europe. 

Specifically, rearmament will directly divert and use economic re- 
sources that would otherwise be available to produce exports. The 
examples of that are clear. 

Rearmament means, among other things, large domestic orders for 
the metalworking industries in those countries, as it does here. 

Those so-called engineering trades have been among Europe’s largest 
earners of foreign exchange. 

We have allowed for a sizable increase still in the export of the 
so-called engineering industries, notably from Germany, where there 
is unused capacity. But in most of the countries of Europe, those 
exports cannot inci ease, they cannot even be maintained. 
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Moreover, rearmament will indirectly affect the ability of Europe 
to export, mainly because rearmament is going to generate inflationary 
pressures in the European countries, as it does here. 

Those inflationary pressures, which in specific and concrete terms 
simply mean a seller’s market within the y soa countries, obvi- 
ously will suck resources into their domestic markets and make it 
much more difficult to maintain exports. 

Mr. Carnanan. Let me ask here if I get you straight. Is the pur- 
pose to reduce exports or just prevent the exporting of the extra pro- 
duction that you are aiming at? 

Mr. Bissevi. Substantially, sir, we believe this will prevent the 
export of the additional production. Actually, and I will try, Mr. 
Vorys, to quote my figures with a little less confusion this time, we 
believe in terms of constant prices, exports from the whole group of 
countries will decline, but only from $8.2 to $7.9. In other words, 
about $300 million. 

All of that decline is substantially accounted for by the United 
Kingdom which, as you know, is not a recipient of any aid. If you 
are to leave the United Kigdom out, there is in fact a small increase 
of exports. This is to all destinations outside Europe itself. 

If you turn to the gold and dollar trade, the decline in exports from 
this whole group of countries, including Britain, is from $2.450 billion 
to $2.380 billion, a decline, you see, of $70 million. 

Leaving out England again because it is not proposed that that be 
a recipient of aid, the decline is much smaller. It is from $1.422 to 
$1.406 billion. 

What we are allowing for here, and hoping, is that the European 
countries can substantially maintain the physical volume of their 
exports. 

The continental countries will slightly increase the physical volume: 
the UK will slightly decrease the volume. But the facts which I have 
mentioned would prevent what weuld otherwise be a substantial 
increase. 

Mr. Currerrievp. I have not gotten beyond the first paragraph of 
that document. Under I, National Accounts, interpret to me that 
last line, “1 divided by 9a divided by base year.” What does that 
mean ¢ 

Mr. Bisseiv. It means the figure in line 1 for gross national product 
divided by the figure in line 9a, which is employ ed labor force, and 
that in turn put in terms of an index to show the change in output 
per man. 

Mr. Curperrietp. “2, net foreign balance on current account in all 
currencies.” It says, “Tot: il, plus is deficit; minus is surplus.” Read 
the last line of that, “Resources received from plus or contributed to 
minus OPC, 6b (2).” What does that mean ? 

Mr. Bissety. Mr. Chiperfield, there are no figures on line 2b, and 
I think we could drop that entirely out. On 2a, the first line of the 
figures that is actually here measures the deficit or surplus in the 
total foreign trade of these continental countries. 

There is a reason, which TI think is not too illogical, for saying we 
will call a deficit a plus. We are considering this as a measure of the 
inflow of goods added to these economies. 

Therefore, when they have a trade deficit, which means they are 
importing more than they are exporting, it means we, or somebody 
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else, are adding to the total goods that are available for rearmament 
and other purposes. 

And for this particular purpose we have shown that as a plus item. 
It is an increase in the total volume, the total flow of goods and serv- 
ices that can be used for various purposes. 

Mr. Curperrietp, I graduated from Harvard, but I guess I was 
only exposed to it. 

Mr. Vorys. Can I ask a question? There are two tables here headed 
at the top, “Internal accounts projection, amounts in million dollars, 
footnote 2.” One starts out, “Gross national product, base year, 1950— 
51, 133,460; 1951-52, 140,516,” and the next page starts out, “Gross 
national product,” with the base year 1950-51, 99,668 and 1951-52, 
103,701, 

That 103,701 figure is the figure that has been used in other 
tables we have been furnished to compare with the figure of 330 
which was estimated for us. 

Mr. Bisset. The second of the two tables you refer to, sir, covers 
the non-NATO countries. The first one covers all of the participating 
countries. 

There is under footnote 1, on each table, a list of the countries cov- 
ered. The first table includes Austria, Germany, Greece, and Turkey, 
all of which are omitted from the second table. Of course, Germany 
is the largest and most important of those that are omitted. 

The two tables are melee in every respect, but they cover the two 
sets of countries. 

Mr. Vorys. Is the first one, roughly, ECA, and the second, 
NATO? 

Mr. Bussey. That is correct, sir. There are certain ECA coun- 
tries that are omitted even from the first table, notably Portugal and 
Sweden, because aid to both those countries has been suspended. 

For that reason, we thought it was not necessary to include them 
here. 

I would like to continue and complete very briefly my initial re- 
marks, 

I think I can summarize what I have said about exports and im- 
ports in this fashion, The specific and concrete purpose of economic 
support to these European countries next year is to enable them to 
expand their imports by the amounts that I have indicated. Unless 
this is possible for them they will not be able, we believe, to achieve 
the general increase in production that I have also referred to in these 
figures; and we believe that rearmament will be impossible. 

One could put that in more general terms and say it is to enable 

these countries to draw on the resources of the rest of the world to 
add to their own. I prefer the concrete form of statement that I 
have used. 
_ In my explanation of this point, I have, I think, passed over what 
is really the basic question on which you will have to pass a judgment 
in deciding whether our estimates are acceptable or not, that is, the 
question why it is the Europeans cannot do more out of their own 
resources. 

Concretely, why is it they cannot take more out of their own con- 
sumption or more out of their own investment? Why cannot they 
do more of this by simply diverting the flow of goods and services in- 
stead of expanding production as a whole? 

85708—51——81 
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There are, briefly, three reasons, I believe, why they cannot do more. 
I think these are the crucial points in this case. : 1. 

First of all, in certain countries especially, although this applies in 
some degree to all of these countries, we believe it would be impossible 
for them to cut consumer goods production below the general levels 
here indicated without having serious internal inflation, with all of 
its inevitable consequences. 

The countries to which this particularly applies are France, Bel 
gium, Germany, and Italy. 

The circumstances, of course, vary from country to country. You 
will notice, if I may refer again to the one table I have been referring 
to, that we believe these countries are going to have to increase their 
budget deficits. This is shown in line 13 as a total for all of them, 
from approximately 3 billion in the year just ended to nearly 51, 
billion in the new year. 

Naturally, that judgment about the increase in their budget deficits 
rests in turn on a judgment about the amount of money they can col- 
lect in taxes. 

As you will see from line 12 of that table, we believe they can in- 
crease their tax revenue from $30.7 billion to just under $34 billion. 
That figure for 1951-52 is going to be about 24 percent, or just under 
a quarter of their gross national product, taken in taxes. 

t is equivalent in this country to about $75 billion of taxes, al- 
though, of course, the figure is not perfectly comparable by any 
means with merely a United States Federal tax figure. I do not want 
to suggest itis. That will give you some idea of the order of magni- 
tude. 

It is our conviction that for a variety of reasons, which I think are 
better discussed country by country, that this is about the practicable 
limit of the taxes that can be raised in these countries. And, therefore, 
to build their expenditures up as much as shown, their budget deficits 
will have to increase in the fashion indicated. 

Not only is that an important factor in the inflationary situation in 
these countries, but there is another that is related to it. In especially 
the four countries that I have mentioned, France, Belgium, Germany, 
and Italy, there is going to be either a sizable increase in the num- 
ber of people hate , and that is true of Germany and Italy, 
where there is a lot of unemployment, or there is going to be a sizable 
increase going beyond that in the number of man-hours worked, and, 
therefore, in wages paid out. 

In both Belgium and France, there is considerable concealed unem- 
piornent or underemployment. People are going to be working 

onger hours. People are going to be drawn from agriculture into 
industry. Very probably agricultural income in those countries will 
be higher. Therefore, given limitations which exist, I submit, gen- 
tlemen, in any democratic country, to the extent to which taxes can 
be used to hold down the increase in consumers’ income, and taking 
into account, especially in these countries that I have mentioned, of 
increases in consumers’ incomes that will come about even if there 
are very small wage increases, we believe that heavy inflationary pres- 
sure is going to be generated. 

It is basically for that reason in two of the countries, Germany and 
Italy, that we believe we cannot get a large expansion in employment, 
and a large expansion in production that we project, an increase in 





SESE RS 


Herap eirimalodertacn testy” 


ib hay 


Aaatedt 


SS ak 


Re oe i ea 


EARLE SPREE ATES SS 


seRey oe cata i eee un eee 


VLE ARIS iS Les 











ee 7 bce ein COA IT NRE iS 6 
Sac MNES acini oui Samia etait ae Rye ee ay 7? 





5 
bs 
( 
Se, 
i 
G 
a 
ae" 
¢ 4 
& 
mt 
aS 
4 
aa 
fn 
a 
et 
= 
a 





Se enh cS cy iol SDladtenalction 


AANA 


aires tag ie eh 
Setawitne Bias, 


ye ota NRE SR, Pee . 


THE MUTUAL SECURITY PROGRAM 1271 


total production of 10 percent in the case of Germany, and 5 percent 
in the ease of Italy, that we cannot get those increases without a sizable 
increase in consumer income and a significant increase in per capita 
consumer income. 

Broadly speaking, the result that we hope will be accomplished in 
especially those countries is that the standard of living of the people 
now employed will be held just about level, and that the increase 
which appears statistically as an across-the-board increase in those 
countries in their standard of living will reflect merely the effect of 
compensation for longer hours, and mainly of the reemployment of 
labor that is now unemployed. 

Briefly, then, the first point is that if the countries achieve the re- 
sults that are embodied and described in these illustrative figures 
they will have gone to approximately the limit of their ability to 
refinance rearmament without disastrous inflation. 

What inflation has done in Europe since the war, I think all of 
you know pretty well. 

The judgment I wish to express is not what is in the interest of 
these countries, and not what is a matter of fairness and equity, but 
that it is not in our interest if we want them to rearm to try to drive 
them to financing a scale that will mean serious inflation internally. 

The second point I want to make also has to do with the standard 
of living. It is that even if the standard of living could be further 
cut, for instance, by raising more in taxes, or by the reimposition of 
rationing and other controls, it is our belief in general that the stand- 
ard of living could not be reduced below the levels indicated in these 
figures without serious danger of internal aggression. 

I think you have already had figures in previous testimony on per 
capita income in these countries as compared to the United States. 
I believe you have already had testimony to the effect that by and 
large their standard of living has been just about restored to the 
level of 1938. 

You are, therefore, dealing with countries which for 14 years, by 
and large, have had a standard of living part of the time disastrously 
reduced, and all of the time below the level they reached in the late 
1930's. 

It is because of that low absolute level, and the long strain which 
has been aggravated in these past years by the distortions and the 
maldistribution that follows from inflation, that we believe that this 
also sets a sharp limit on what they can do. 

The third reason why we believe the Europeans cannot do more out 
of their resources is, to my mind, perhaps the most important of 
the lot. I would like to put it this way: We are planning in this 
entire program for the long pull. In spite of the motives sometimes 
attributed to bureaucrats like myself, I think you will agree that we 
do not want, if Europe is rearmed 2 or 3 years from now, to have to 
have another Marshall plan and have economic recovery all over 
again. 

Moreover, we do not want to get through the military build-up that 
Mr. Ohly and General Olmsted described yesterday only to find that 
we then have to continue indefinitely supplying, for instance, ammu- 
nition and spare parts in order to keep the Europeans rearmed. 

What we are obviously driving for is a state of affairs 2 or 3 years 
from now when the Europeans can sustain their own military estab- 
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lishments with rapidly shrinking military aid from us, and where 
they can do so without in the meanwhile having again wrecked their 
economy. 

Those are fine generalizations. What do they mean specifically ? 

What they mean specifically is, first, we believe that the Europeans 
must not be encouraged to, and must not be compelled to allow their 
capital assets, I mean their physical assets, their agricultural plant, 
their industrial plant, to be used up and go to pieces under the strain 
of rearmament the way it did, and quite properly, during the strain of 
wartime. 

During the war in Europe, in the European countries, notably, of 
course, in England, and here, we used up our capital assets. We could 
not afford the resources to make good obsolescence and capenentnn. 

Since the war one of the processes that has been going forward in 
Europe, as here, has been the rebuilding of those capital assets. It is 
most important that the Europeans should not again be under pressure 
to use up their capital; indeed, it is most important they sheuld con- 
tinue to expand their economic base. By that, I mean specifically 
their industrial facilities and their agricultural] facilities, 

They have hardly made a dent in making up the need for housing 
that was not built during wartime. We do believe during these years 
immediately ahead the Europeans should set a very, very sharp limit 
on the resources they put into rebuilding their housing, as one example. 
We do not think they can halt that entirely, 

Broadly, we believe in Europe, as here, it is essential, if this is a 
plan for the long pull, if we are not going to be coming back to you 
gentlemen for the indefinite future with this kind of a plea, that the 
Europeans not only expand their production for the next 3 years, but 
that they keep on expanding their production for the indefinite future. 

I believe it is fair to say the general expectation that has been given 
to the American citizen is that if we do not get into world war ITI, 
we are going to have to have some privations for a period of 2 or 5 
years while we are building up our Military Establishment. But at 
the end of that time we will have so expanded our total productive base 
that we can maintain the necessary military strength in being, and 
again enjoy a steadily rising standard of living. 

I believe the Europeans have to have that same hope held out to 
them; that if they do not, the danger that we are courting is—I will 
jot call it by the overdramatic term “internal aggression”—a state of 
morale in Europe so low that their real value to us as allies is largely 
lost. 

It is for that reason that we feel that the process of building up 
of Europe’s physical assets that that must not be too sharply inter- 
rupted. 

What, in fact, we have provided for is a continuation, at approxi- 
mately the rate of the past year, of investment in Europe. Within 
this level of investment Europe must begin to provide facilities to 
produce spare parts, to produce ammunition, and to gradually begin 
toe expand its production of heavy military equipment. 

All of that military investment we believe should be met by cut- 
backs in nonmilitary investment. But, broadly speaking, we think 
that that is as far as the Europeans can safely be pressed, not in their 
interest, but in our own interest. 
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I am sure the bearing of these points on the need for aid is obvious 
to you. But let me sum it up this way: In our own strong interest the 
Europeans should expand production, which means more —— of 
fuel. raw materials, at least the same imports of foodstuffs. 

It is clearly not desirable that they should be compelled to save on 
imports in the ways that they could, by cutting their diet, by cutting 
imports of feed, which would cut agricultural production, or by the 
very drastic cuts in the standard of living which would be necessary 
if they were going to save on imports of raw materials in that way. 

It is clearly undesirable that they should be under pressure to ex- 
pand exports at the expense of a drastic cut in their capital invest- 
ment, which is what I have just been talking about. 

Therefore, to phrase what I have stated here, the purpose of our 
economic aid is to enable the Europeans to import on the scale and 
to export on the scale that will allow them to rearm, and at the same 
time maintain their diets, maintain a minimum standard of living, 
and continue the expansion in their production. 

I would like to end this, sir, by saying I think there is a slightly 
negative sound when you are talking about where can the Europeans 
cut baek, why can they not cut back more; why is it we have to step in 
and maintain their ability to import; why cannot they earn more for 
themselves / 

I want, therefore, just to mention two or three things which I would 
call the affirmative expectations that we have of the Europeans, if you 
like in another sense, affirmative purposes of this program. 

Broadly we think that in our negotiations with the Europeans con- 
cerning the provision of economic aid, and I would suggest even of 
military aid, we nrust assure ourselves that they will take approxi- 
mately, roughly, the following steps to minimize the burden on us and 
to maximize their own contribution : 

We believe they should limit any increase in the standard of living 
effectively to that required by reemployment, or the fuller employment 
of their working force. 

We believe that given an effort of the magnitude we have here out- 
lined, they have to tax, to restrict credit, to impose controls, if they need 
to, to whatever extent necessary to control inflation. 

We believe they must agree to limit the uses of-scarce materials and 
and scarce items like machine tools just as severely as we do in the 
United States. Also, they must act as decisively as we do to channel 
scarce materials and essential items like machine tools into essential 
purposes. 

Mr. Gorpon (presiding). Will you pardon me just a minute, Mr. 
Bissell? Mrs. Bolton, maybe you will want to wait until we have to 
go to the well. We have someone watching and you will be notified at 
the proper time. 

Mr. Bissevi. I am just about through with this. We believe the 
Europeans must limit the increase in their imports to an increase 
substantially less, as the figures I quoted earlier suggested, than that 
which one would normally expect from the increase in production in 
Europe that we hope for. 

_ Inspite of the pressures of rearmament orders on their engineering 
industries, and in spite of raw material shortages, the Europeans 
should substantially maintain their total exports to the rest of the 
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world, and their export earnings which, of course, is the complete 
opposite of what they would do under the pressure of wartime. 

This, concretely, is the kind of management by the Europeans of 
their total resources that, generally speaking, should be the condition 
of their receiving substantial aid from us. 

If they are successful in managing their resources in this fashion it 
is our view that the results will be—the results in terms of production 
and in terms of their trade and in terms of their military expenditures 
and buildup will be of the sort that we have discussed and outlined 
today. 

Well, Mr. Chairman, that is a good breaking point for me. When- 
ever the committee wishes, I think I should mes i tee the point, if you 
like, of unfinished recovery business, which I had just mentioned 
yesterday. I will glad to mention figures on that but it may be better 
to postpone that until we are in the course of questioning. 

{r. Gorvon (presiding). I believe we will have to adjourn right 
now to answer our roll call. As I understand it we will continue 
when we get through answering the call, and will meet again here. 

Mr. Javirs. I think there is a resolution on the floor which we should 
be present for. 

Mr. Gorvon (presiding), That is right. We will have to adjourn 
then until about 2: 30. 

Mr. Herter. I wonder if we could meet at 2 o’clock. 

Mr. Gorpon (presiding). Will you be back here at 2 o’clock? 

Mr. Bissetx. Yes, sir. 

Mr. Gorvon (presiding). That will be fine. Then we will recess 
until 2 o’clock. 

(Whereupon, at 11:25 a. m., the committee adjourned until 2 p. m. 
the same day.) 


AFTERNOON SESSION 


The committee reconvened at 2 p. m., Hon. James P. Richards 
(chairman) presiding. 

Chairman Ricuarps. The committee will come to order, please. 

I will call the attention of the committee to the fact that these aid 
estimates have been numbered. I think we will be able to find our 
place a little better now. The staff has attended to that. 

Mr. Bissell, will you continue your testimony? I am sorry I did 
not hear all of your testimony this morning. 

Mr. Bisseti. Mr. Chairman, may I say I just spoke to our general 
counsel, who, with some of our staff, was numbering these, and what 
he said to me about the state of disorder of these papers was worse 
than anything the committee could have said. 

I would like to apologize on the record for putting what was really 
a batch of working papers before you. I hope from now on, or on 
other occasions, this will not happen. 

Mr. Fuuron. I move those remarks be stricken from the record. 

Charman Ricuarps. I move that the remarks be taken down. 

Mr. Bissetx. I will speak to only one other point, Mr. Chairman, 
which is on the question of how much of the economic aid proposed 
for next year can properly be said to be a continuation of the Marshall 
plan and recovery, and how much of it is in support of rearmament. 
: Chairman Ricnarps. Now you are getting down to what I want to 

now. 
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Mr. Curreerrieip, During the recess I discussed a point with Mr. 
Bissell, whether we could use counterpart funds to pay for some of 
the military items. 

You remember a witness the other night suggested that. He said. 
that he would comment on that situation. 

Chairman Ricuarps. Maybe you would like him to comment before 
he goes on to the other. 

Mr. Cuirerrievp. It is along the same lines. 

Chairman Ricuarps. It is along the same line? Maybe you had 
better answer that first, Mr. Bissell. 

Mr. Bissett. Mr. Chairman, I discussed this is a little with Mr. 
Chiperfield. I think his question goes to the heart of the whole prob- 
lem of bringing about and securing a full use of European productive 
facilities to lessen the burden on our own. 

I hesitate to recall to the members of the committee some of your 
questions on minesweepers, and whether we could not make fuller use 
of European shipbuilding. 

The answer is, of course, we could do that. I mean, there is unutil- 
ized shipbuilding capacity. Mr. Chiperfield’s question went to other 
items in other countries, but I think it goes to the same principle. 

I feel there are several moves but two in particular we should make, 
beginning immediately, to try to secure a full use of this capacity. 

By the way, I would like to say to you, sir—this is my own view; Mr. 
Ohly may have another view to express—we should plan, beginning 
very promptly in the year, to use some of the funds that are appro- 
priated to provide end-item aid to Europe for the purpose of making 
purchases of military end items in European countries. 

There are two items that General Olmstead mentioned yesterday, 
ammunition and spare parts, to which I think that is peculiarly 
applicable. 

I think all of us believe that the European countries could produce 
more of those items physically. That does not mean the limitations 
I outlined this morning do not apply to their ability to finance 
them, the extent to which we could expect them to carry this out of 
their own resources with the drain on their resources, but physically 
there is no doubt they could produce more. 

I for one would like to see us begin immediately, or as soon as we 
can, to use some of our end-item funds to procure such items as a part 
of our military end-item aid in European countries that have excess 
capacity. 

I would like to point out to you by so doing I believe we could make 
some net saving in our aid to these countries. ; 

If, for instance, we go to Belgium and place a contract for $20 
million worth of some military end items, the Belgians are going to 
have to use a portion of that money, and it is very difficult to guess in 
advance how much of it they will need, to import the raw materials 
they need for their production, perhaps to buy some machinery over 
here that they need for it, or secaltity just to import more general 
commodities to offset the increase in incomes that are paid out in the 
process, 

But there is very little doubt in my mind that the Belgians would 
not need to use by any means the full $20 million in my illustration 
for that purpose. 
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If we place a contract for, say, $20 million, that involves them in 
additional foreign exchange costs of, let us say, $10 million, and then 
the other $10 million can be a net saving, because the Belgians would 
require that much less economic aid as a result of this transaction, 
In other words, they would be selling $20 million worth of goods. for 
dollars, and half of that could result in a net saving of economic 
assistance. 

We, of course, would take that into account, and should, in economic 
aid going to Belgium. That is one thing we ought to do. 

That is not directly responsive to your question. I think there is 
another thing we ought to do. As a matter of fact, we propose to 
start this immediately, even if we have another continuing resolution 
for the month of August. 

I believe in quite a number of these countries, not all of them, for 
reasons I will mention, we should make it a condition of granting 
allotments of economic aid, that the counterpart funds be earinatioed 
I would say, preferably for use by the North Atlantic Treaty Organi- 
zation itself for the procurement of certain military end items. 

Chairman Ricuarps. That is not in the proposal we have before us 
now, is it ¢ 

Mr. Bissett. I am not sure that that would not be permitted by 
the proposal you do have. 

Chairman Ricuarps. That is what I wanted to know. 

Mr. Bissexiu. I believe it would be permitted. I believe one addi- 
tional amendment would be required. 

Chairman Ricnarps. It is permitted, but it does not earmark, say, 
the counterpart funds for a percentage amount ? 

Mr. Bisseiti. No. What I am proposing is that we should begin 
to do this under that permissive authority in our negotiations with 
the countries. 

Chairman Ricnarps. Under this permissive authority ? 

Mr. Bisset. Yes. Perhaps something further would be necessary. 

Chairman Ricnarps. You do not want to make it mandatory? 

Mr. Bissetx. I will come back to that in a moment. At least, this 
is what I think could be done and should be done. 

I would like to see us insist—the United States Government as a 
whole—that at least some part of the counterpart of our economic 
aid should be deposited by these countries in a central fund that 
would then be used to expedite military procurement in Europe for 
certain specified end-item programs. 

Again, my proposal would be that—I think this is General Olm- 
sted’s business rather than mine—we concentrate on these programs 
of ammunition and spare parts in Europe, using both dollar funds 
and counterpart funds. 

My hope is that if we combine these two actions we could secure 
a very much fuller use of European productive capacity. If we did 
it carefully, we could accomplish that result without unduly increas- 
ing the burden on our allies. 

I might point out even in this use of counterpart there is a real pos- 
sibility of some net saving in our bill, for in this way we can induce 
the countries to pay for more military production out of their own 
resources than is presumed in these figures. Then, again, there could 
be some saving in the end items that we supply them. 
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I would like to give this warning: Rightly or wrongly, and I assure 
you without any authority or encouragement from us, most of these 
European countries are counting on using a good deal of the counter- 
part they hope to get next year to ease their budgetary problem. 

If, let us say, the French Finance Minister has counted on getting 
$200, or $300, or $400 million from us in dollar aid, and in getting 
the counterpart to count against his budget, and if we now go and tell 
him that he cannot use it for anything in his budget but that he will 
have to use it for additional expenses, that will in fact be an added 
burden on that country, and he will so regard it. 

If you say, “Should we do it anyway?” my answer is a very simple 
one. In some countries where I think the load is less than they could 
afford to take, we should insist on it. 

When we run into a situation in one of these countries for the 
reasons I discussed this morning, we dare not in our interest try to 
put a heavier load on them, then I think obviously we should not 
try to do it in this way. 

(Diseussion off the record.) 

Mr. Bissett. So that would be my present very rough guess, there are 
countries where we ought to try to insist they use counterpart for this 
purpose, in addition to what they are now doing in their budgets, as 
distinguished from the countries where that would be somewhat 
dangerous. 

I repeat, to sum up, I think these two devices together, placing 
some counterpart in a central fund for procurement in Europe for 
military items, coupled with some use of our dollars that are ear- 
marked for end-item procurement, to procure in Europe, I think they 
would both get a better use of European facilities and promise some 
net saving to us. 

Mr. Chairman, if I may, I will finish up with this point, on what 
is unfinished Marshall-plan business, and what is support of rearma- 
ment. 

I think I can cover this very quickly, and put some figures in the 
record for you. 

Chairman Ricwarps. Let me ask this, because that is so important, 
and we have been trying to get at it for a long time, could you segre- 
gate the amount of economic aid, as such, the amount to be used for 
military production and the amount of your estimate—there is some 
in the middle there that I do not see how you could designate, it is a 
kind of floating thing that you might use for either. If you could 
just tell us about those things, I would appreciate it. 

Mr. Bisseut. I would be glad to give you some figures. May I ex- 
plain them this way? I know that other witnesses have told the 
committee why this is a difficult division to make. It is a difficult one 
to make even in theory and concept. I will not enlarge on that. 

The only way I know to answer this question is to give you my 
estimate of the amount of aid these countries would require, if they 
were not rearming on any larger scale this year than they were last 
year, 

May I just warn you of this fact: The results of the Korean War 
have done two things to these countries. 

They have imposed on them a rearmament burden, which I have 
been talking about and others have to you for days. But you must 
remember that has also enormously affected the problem of selling 
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exports. The reason that Europe is selling a lot of steel in the United 
States today, scrap, certain nonferrous metals, and the like, is because 
we have a boom here that is largely the result of our own rearmament 
and, therefore, the whole problem that we had before you 12 months 
ago of how do the Europeans expand their sales has been largely 
solved. 

Chairman Ricuarps. I am sorry to interrupt you there. I want to 
say there is a vote on the rule for the tidelands bill. 

Mr. Bussey. The figures that I am going to give you, sir, are these: 
The aid that these countries would require if the boom we were 
having in this country last summer had continued—in other words, 
if they had a good strong market in the world as a whole outside of 
Europe in which to sell their exports. 

Chairman Ricwarps. I will tell you what they will want on the 
floor. They will want an estimate or how much would be in each 
category of this bill, of the figure we have here. 

Mr. Bissett. Let me give you these figures, if I may, and then try 
to explain them. 

As I say, this is my estimate of what these countries would require 
if they were not rearming any more than last year. The total we 
would estimate is $672 million. 

I will read off, if I may, the figures. I will compare them by 
countries. 

Chairman Ricnarps. The $672 million, is that economic aid? 

Mr. Bissetn. Yes. 

Chairman Ricuarps. For military production ? 

Mr. Bissett. No. 

Chairman Ricuarps. All over? 

Mr. Bissevi. That is the total Marshall plan kind of aid. If we 
were having the fourth year of the Marshall plan, with favorable 
market conditions in the rest of the world, I think we would be asking 
you for $672 million. 

I would like to give it to you by countries. 

It is $145 million for Austria. That is exactly the same thing as 
is before you. If you want, you can interpret that as saying for all 
practical purposes all the aid to Austria is unfinished Marshall plan 
business; $30 million for Denmark. Nothing, by the way, for Bel- 
gium, as against $50 million in the bill before you. 

I might say, I do not want to take the committee’s time for an 
extended comment, but Denmark has one of the highest standards 
of living in Europe, and is therefore suffering to a very small degree 
from certain kinds of strains. They have run into serious difficulty 
in marketing their exports, and that is why we believe they need more 
than half the aid we are proposing. 

The next figure, $50 million for France, as against $290 million. 

By the way, in the case of both Denmark and France, it is our 
view that after this current fiscal year, 1952, they would not, in the 
absence of rearmament, need any further aid. 

Germany, $100 million, as compared with $175 million in the pro- 
posal before you. The reason that Germany would need that much 
is that if there was no rearmament Germany could build up her exports 
and dollar earnings quite a lot more than is shown in these figures. 

You must offset against that the fact that we would have very much 
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smaller United States military dollar disbursements and expenditures 
in Germany than are allowed for in the figures that are before you. 

In the case of Germany, they would have earned more by selling 
goods outside their borders, but they would have earned quite a lot* 
less by acting as host to the United States military forces. 

The next is Greece, $175 million, as compared with $250 million in 
the proposal before you. In the case of Greece, I think the whole 
committee is familiar with the reasons why that is one of the most 
acute economic problems and I will not enlarge on it. 

The fact that Greece has to maintain as large a military establish- 
ment as she does at present, and has to give up or halt the demobiliza- 
tion of her armed forces, is basically what accounts for the difference 
in the 250 which is before you and 175 figure I have just quoted. 

For Iceland, $8 million, which is the same as the figure before you. 
There, again, I would say the problems are really little affected by re- 
armament. 

For The Netherlands, $60 million, as compared with $155 million 
in the present proposal. There, again, the point that I think should 
be mentioned is that The Netherlands had a big population increase. 
They have lost a very rich dollar-earning possession since the war, and 
we believe that is one of the most intractable peacetime trade problems 
we face. 

Nothing for Norway. For Trieste, $4 million, the same as in the 
bill before you. 

Turkey, $25 million, as against $70 million. 

In the case of the $75 million for Italy, and $25 million for Turkey, 
I would say that those two figures have this incommon: They would 
be needed in the absence of a major military effort in those countries, 
not so much for an acute foreign exchange problem as to permit a 
continuation, at least through the current year, of some capital de- 
velopment, agricultural development projects in southern Italy, and 
in Turkey as well. 

Chairman RicHarps. Will you compare those funds last year and 
this year? 

Mr. Bissett. Italy was 275 in the figure which is before you, and 
75 if there was no rearmament. 

The total is $672 million, unless my addition is bad. 

Mr. Chairman, I would like to add one more word on this. I would 
guess that some of the committee members may have this question 
in mind, Suppose we could have gone through the fourth year of a 
peacetime Marshall plan with this sum of money—where would we 
stand at the end of this new fiscal year, the terminal date of the Mar- 
shall plan? 

I will answer this by saying, in our view we would still, beyond the 
scheduled end of the Marshall plan, need to provide some aid to Aus- 
tria, Greece, Iceland, and Trieste, unless it were completely incorpor- 
ated in Ttaly—— 

Mr. Cnurverrteip. Will you comment on Iceland? Where is there 
a need in Iceland for $8 million ¢ 

Mr. Bisseiy. I think, Mr. Chiperfield, the problem in Iceland is 
almost whoily what I would call a peacetime nonrearmament problem. 

Briefly, I would say two things have happened to Iceland. As a 
result of our wartime expenditures there, their standard of living was 
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raised rather sharply to a level which I do not think they can sustain 
in the long run out of their our resources. And other dislocations 
were introduced that they have never coped with. 

Another thing, it is a country that has lived entirely on fishing, and 
since the war they have had only one good herring catch. They have 
had more competition in that industry. The industry is a one-crop 
industry for the country. 

Mr. Currerrrecp. If those crops continue bad, are we going to con- 
tinue Marshall plan aid every time they have a bad fish crop ‘ 

Mr. Bisseni. What we are doing is pretty nearly that. My answer 
to you would be that I profoundly hope if we had our Marshall plan 
and no rearmament we would not go on into the indefinite future with 
that country. 

There are certain specifie projects on foot that, we hope over a period 
of years would enable them to pay their own way. IT also have to say 
to you that I think this is a very, very difficult political problem— 
put it this way—an economic problem that gives rise to a political 
problem with overtones of a strategic problem. 

There is an element of continuing relief which, in the absence of 
rearmament, would have to go on for some years in that country until 
we could build up wholly new methods of producing wealth or until 
they could gradually shake down their standard of living. 

It may be that our policy as a Government should be to discontinue 
that sharply and force an economic readjustment. I do not particu- 
larly want to express an opinion. I am sure you can imagine as well 
as I can the kinds of issues that that choice would raise. 

Mr. Furron. Is it not a fact that we vitally need those bases in 
Iceland, so we look at that first and then we must do the things that 
will keep Iceland going, regardless ¢ 

Mr. Bisse... I think, Mr. Fulton, that is exactly what the situation 
is. But I do not want to try to pretend to this committee that if it 
were not for that issue, if we did not have the situation in the world 
as we do politically and militarily, that it would be justified in our 
self-interest. It might be as charity. 

(Discussion off the record.) 

Mr. Bissexx. I started to say, Mr. Chairman, that for the year after 
this current fiscal year, after the scheduled end of the Marshall plan, 
it is our feeling that aid would be required for Austria and Greece 
on a considerable scale, and on a modest scale for Iceland, Trieste, and 
possibly some for Germany and Italy. 

I will go into the figures if you want to, but the major part of this 
is as follows: The rough figures we have put down are $100 million 
for Austria, $100 million for Greece, probably $25 million to $50 
million for Italy, $5 million for Iceland, $3 million for Trieste. It 
is very hard to say what the German position would be. 

I think the members of this committee may remember that in almost 
all testimony for the past 2 years we have emphasized our fear that 
at the end of the Marshall plan, even if it were by our standards pretty 
successful, there would be one, or two, or three very weak economies 
in Europe that would require continued support beyond the end of 
the Marshall plan, even if we did not have the rearmament problem. 

I think this is a somewhat academic discussion because we are 
facing a different situation. I want to say to the committee that the 
original enterprise could have been tapered off. 
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You understand I am not suggesting this would have been the basis 
for continuing a European recovery program as such. 

As I think Mr. Hoffman and others have testified in previous years, 
my feeling is if we had an Austrian problem, a Greek problem, pos- 
sibly an Italian problem, that matter would have been handled as 
separate issues on a continuing decline scale, if the Congress had 
decided to go ahead with that at all after the Marshall plan. 

Can I come back to your question? You said that what you really 
want to be able to state is, How much of the funds we are proposing 
can properly be said to be for recovery purposes. ; 

I have to say, sir, that I cannot give any better answer or any dif- 
ferent answer in figures than I have already given. 

In Austria it is happily simple and clear; in Iceland the same. I 
am saying virtually the whole amount of money we are proposing is 
for recovery purposes. 

Chairman Ricwarps. All right. If I were against this proposal 
and just out of the fifth grade, instead of the eighth grade that I did 
get out of, and I were down there on the floor, the first thing I would 
be asked, when I said, “Yes, we are winding up Marshall plan aid; 
most of this stuff is economic product ion for military purposes,” would 
be, “How do you figure that? What do we do? This is neither fish 
nor fowl.” 

You have that no-man’s land in there. Somebody has to give us 
an estimate of what this stuff is, whether it is to support the military 
program or whether it is bona fide economic aid unrelated to the 
military program. If we do not, we are going to be in the hole. 

Mr. Bissett, May I take a specific case, Italy, for an illustration, 
Mr. Chairman, and give you as straight an answer as I can 

I have given you now two figures. We are requesting $275 million 
for Italy in the proposal before you, and I said a few moments ago 
that we thought that $75 million would be needed if there were no 
rearmament going on in Italy. 

May I take this as an example, and explain the meaning of those two 
figures? The figure I think you ought to use is the $75 million. What 
I am saying is if Italy did not have to increase its military budget, if 
it did not have to devote metal to its fabricating plants, some of the 
output of its steel mills to producing ordnance items, trucks, vehicles, 
and the like, if it did not have to expand its budget and its budget 
deficit, and therefore develop inflationary pressure inside Italy, if 
it did not have to shift quite a lot of manpower into the army, and in 
Italy as in the United States I am sure they eat more in the army than 
out of it, if Italy did not have to do these things, they could get by 
with a smaller amount of imports, and certainly with a good world 
market could expand their exports over the figures we have shown. 

What I am saying to you is that between the savings on imports 
and the larger earnings through exports they would be $200 million 
better off if they did not have to do the things that you mean by 
rearmament, 

Therefore, I think the most honest answer that I could give to that 
question about Italy is that the Italians would need $75 million purely 
for economic purposes not connected with rearmament. 

When your load on top of that, taking account of all the cut- 
backs—— 





1282 THE MUTUAL SECURITY PROGRAM 


Chairman Ricwarps. Could you not do the same thing for every 
country ? 

Mr. Bissetn. Then you can use the figures I have given you. | 
think that is why these figures are as good as any that I could give you. 

I simply say this: suppose we just take one factor in the Italian 
situation. Suppose an Italian soldier eats more bread, as I am sure 
he does, than the Italian civilian on the statistical average, you cai 
say that some of the increase in imports is attributable to the increase 
in the size of the Italian Army. 

Chairman Ricuarps. Mr. Battle, will you take the chair? 

Mr. Bisset. I think the fairest way to answer the question that the 
chairman posed is to say for just that reason. And if you pick out 
that one commodity as an example, X million bushels at X dollars 
and that is what you contribute, it is the increase that can be charged 
against rearmament. 

When I say that $200-—— 

Mr. Herrer. Will you yield at that point? Would it .not be 
possible for us to get a table with three sets of figures on it? One 
would be the total amounts that you propose for that country; second, 
what you would call straight economic aid; third, the balance for 
military aid; and finally, another column showing that country’s 
total military contribution. 

It seems to me that would be a good comparison. 

Mr. Bissety. We can easily do that. 

Mr. Herrer. It would very easily be understood, I think. 

Mr. Bissevu. I probably seem to be trying to complicate this point. 
I think I have to explain the difficulties that I face. And if you 
have to deal with this on the floor, all of you will have to see the 
clear and honest intellectual basis of this. 

It is very hard to slice it and say that so much of the wheat is 
going to Italy for the army. You could find that figure out and 
measure it. That would not be a fair and honest figure. The best 
I can give you in terms of total aid, and this would be true in terms 
of commodities, on both the import and export side, if we could carry 
the thing that far, is to say this is the extra part which results from 
the acceleration of the rearmament effort in this country. 

Mr. Ounty. I would like to have Mr. Bissell bring out a point that 
may not be clear from what he has already said—the fact that while 
vou may say that $75 million is what Italy would require for eco- 
nomic purposes if there were no rearmament effort, without the entire 
$275 million Italy would not be able to reach the level of rearmament 
effort which has been set as a target. 

Mr. Hegrrer. I would say put in the fourth column the rearma- 
ment effort that is expected as a result of putting this money in the pot. 

Mr. Bissetu. May I put it in these words: Are we asking for a sum 
of money and proposing a set of actions next year that represents 
full recovery, that is, all the things that would have been done in the 
ty year of the Marshall plan with rearmament piled on top of 
that ¢ 

If that was what we were proposing, I think it would be fair to 
say for Europe, as we have had to say for this country, “When we 
are piling rearmament on top, a good deal of the recovery stuff had 
better give way.” 
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We are not proposing that. The whole program that is before you 
represents what is the result of those cuts in what you could properly 
call recovery activities, the maximum feasible cuts, and then rearma- 
ment put on top of what is left. 

Let me make that very concrete with a couple of examples of what 
I mean. 

If we had a fourth year of the Marshall plan, I for one would have 
hoped that in that fourth year the standard of living would have 
risen by perhaps a couple of percent more all the way across Europe 
than is in these figures. 

A couple of percent on the standard of living would have meant 
a couple of billion dollars’ worth of goods and services pouring out 
of European factories, mines, and farms for the consumer. 

If we had a fourth year of the Marshall plan, we would have been 
able to put the entire amount of money, or the Europeans would have 
been able to put the entire amount of money shown in these tables 
for capital investment into purely peacetime investment, a lot more 
into housing. 

As I said this morning, what we are in fact proposing is that the 
whole of their military investment has to come out of cuts in their 
economy. 

I think it is most important to emphasize to you that we are not 
proposing recovery, plus a little arithmetic addition of something else 
that you could call rearmament. What we believe is that the Euro- 

yeans have to cut back in the improvement of their standard of liv- 
ing, and in some countries cut it back absolutely. They have to cut 
down their peacetime investment; they have to save on nonessential 
imports; they have to live with some domestic inflationary pressure ; 
they have to put controls on the use of scarce materials. 

After they have done these things and put on top of what is left 
rearmament, that is the picture nian tried to present to you. 

Mr. Herter. From a purely economic point of view let us take the 
case of Italy again. You say $200 million in economic aid is made 
essential because of the armament effort. 

You are asking that the $200 million be spent by the ECA for that 
purpose, or its successor organization. Let us assume that from 
purely military funds or offshore procurement of military end items 
or spare parts, or something which would ordinarily have been in the 
i budget to have been done by the Italians, we should pay dol- 

ars. 

Would not the economic effect be the same, say $100 million, as if 
you put $1 million in except with the loss of the counterpart which 
wouls be reflected in the budgetary requirement of the Italian Govern- 
ment ¢ 

Mr, Bisseiu. I think the answer is substantially “Yes; it would”; 
emphasizing your proviso that we spend $200 million for items that 
would otherwise have been in the Italian budget. 

May I try to describe the difference in the two processes this way: 
If the general went with $200 in his pocket to spend in Italy, what 
in fact he would do would be to go to the bank of Italy and buy lira, 
and he would then go around with the lira and place his contracts. 

That is the normal process of international trade. It has seemed 
to us that with respect to the question you pose, the choice is between 
buying lira with free dollars and then spending the lira or providing 





1284 THE MUTUAL SECURITY PROGRAM 





the dollars under the procedures that we have developed in this 
Government whereby we have some control over the way the dollars 
are used, and then as a successive operation having some control over 
the way the counterpart is used ; that is, the lira. 

My own feeling is that the latter of the two processes gives us more 
effective leverage to accomplish what we want to accomplish in the 
country than the other. 

I would like to suggest to you, if I may, that there are still other 
variants. For instance, if the Pentagon were spending this money 
we could make certain conditions about the way those dollars were to 
be used by the Italians. 

On top of that we would have the counterpart, lira, to spend in 
Italy. Still a third way would be a variant of what we are doing now. 
We could say we are going to spend $200 million in aid to Italy, that 
the counterpart instead of being 5 percent deposited to United States 
account is going to be 95 percent to United States account, or some 
larger percentage, so we could have a more direct control over the 
counterpart. I am sure you will recognize those are all variations. 

I believe that the economic effect in the broad sense of the term 
would be exactly the same. I think the real question which I would 
like to suggest that the committee consider is what technique among 
these several possible ones gives us the greatest leverage in securing 
the result we want; that is, in getting this whole problem worked out. 

Mr. Herrer. I fully understand your point in wanting to control 
greater segments of the economy by doing it this way. 

As you know, and I think all of us realize it, the actual letting of 
contracts for military goods has been going very slowly. The arma- 
ment industry of Europe is building up very slowly. 

Might it not be a spur, considering this is a security effort, to get 
some contracts let pretty quickly and the payment made in dollars in 
order to get the machinery and production in the armament industry 
under way faster than it is going at the present time. 

Mr. Bisseiy. I think that may be a spur, sir. I think my own opin- 
ion is that that can be accomplished in other ways. 

A few moments ago I outlined some special measures we are con- 
sidering at this point, which involved in part spending dollars in 
exactly the way you have suggested, and in part requiring the coun- 
tries to mark counterpart for certain agreed expenditures. 

Mr. Herrer. My feeling is that the machinery as it is set up in 
Europe is so cumbersome that there will be tremendous delays before 
agreement is reached between the various components unless responsi- 
bility is centered somewhere. 

General Otmsrep. We are doing exactly what you suggest, just 
getting it under way. Initially it had been done almost solely for the 
United States forces’ requirements there. Now also the procurement 
of end-item programs with dollar contracts will be. 

Mr. Herrer. I had heard you were doing that. 

Mr. Bissett. You conditioned your question to me on the assump- 
tion that we, the United States Government, go in and spend money 
for things that otherwise would be in the country’s own budget. 

As I am sure you are aware, if you go beyond that, if you begin to 
try to buy goods there additional to what would have been in their 
budget, then a part of the dollars that we spend for those items will 
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be needed to pay for the raw materials, components, and the like that 
they have to import to manufacture those goods. 

So long as we are within the proviso you stated in your question, 
sir, the answer I think is that a dollar spent in Italy has the same 
broad economic effect as a dollar of aid given to Italy, subject to this 
reservation, 

(Discussion off the record.) 

Mr. Risicorr. Do I understand Mr. Herter is advocating in order to 
get these nations to produce arms for their own troops that we give 
them an additional incentive by giving the French and Italian manu- 
facturer dollars for it instead of francs and lire? 

Mr. Herrer. Yes. 

Mr. Risicorr. That is going to be a very, very tough proposition 
to jam down people’s throats if they reach a stage where they will only 
do this for themselves if they get dollars from us from the ECA. 

Mr. Herrer. I am merely inquiring if that process is not taking 
place with all our troops abroad in Europe. There is a lot of procure- 
ment in Europe itself. I was asking about the effect on the country’s 
economy itself, and which method of procedure was likely to get the 
army moving the faster from the point of view of the end results. 
I understand we are all driving at getting Europe to take care of her- 
self in time through the building up of its own industry. The ques- 
tion is whether dollars spent today to get moving and moving fast 
might not be better than giving it in an indirect way and providing 
raw materials and providing dollars for component parts, and things 
of that kind, for the segments of the economy. I was wondering if 
it might not be better going directly to the heart of the thing. 

Mr. Riercorr. In other words, if country X were proposing a 
$275,000,000 outlay and we were going to do this with $175,000,000, 
will we cut their ECA down to $100,000,000, or give therm $275,000,000 
anyway, plus the additional sum you are going to spend in dollars? 

Mr. Herter. I am conditioning the amount on the amount that is 
being spent in dollar needs by the military for military procurement, 
because that is useful to the over-all economy of the country itself. 

Mr. Bissett. May I make one point, Mr. Herter? 

Mr. Herrer. Yes. 

Mr. Bisset. I took it for granted what you had in mind in your 
question to me was the procedure whereby the United States Govern- 
ment would, as in a normal foreign trade transaction, go to the cen- 
tral bank of the country and buy its currency, and never pay dollars 
to a manufacturer directly. I am sure you are aware that especially 
in quite a number of the European countries there would be the great- 
est danger in actually paying the dollars to the producer. 

Mr. Herrer. I did not have that in mind, but I assume that is the 
way the militagy are operating today in paying in the local currency. 

Mr. Bissevu. I am sure it is. Could I make two other comments, 
since you raised this general and exceedingly important point ? 

I am sure you realize one of the major complications with it. As 
I already testified, I think this ought to be done: That is, we hold 
out some of the dollars that are proposed in this whole bill for pur- 
chases of end items in Europe for the European countries, and that 
to the extent of at least a part of the funds so utilized there will be 
a net saving in the total required. I have already testified to that. 
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Having said that, I think the committee should be aware that we 
certainly do not want to release in any one of these countries a kind 
of competitive process whereby a United States procurement service 
operating right down to the individual company level—the individua! 
supplier level—is competing with the local Sicmvens procurement 
service. 

I do not pretend to know anything about procurement techniques. 
That is not the point to which I am speaking. My point is, if we 
are trying with one hand to push the Italians to spend a lot of money 
themselves in Italy, much more than $200,000,000, and if in the mean- 
while we are coming in to spend $200,000,000, that obviously creates 
problems in coordinating the two procurement programs in Italy. 

Mr. Herrer. You have that othien at this moment—if you do not 
mind my interrupting—in the procurement offices over there now. 
You have the military procurement offices in Europe now. Those 
offices presumably are dovetailing their operation in conjunction with 
the local military missions, the country teams, the ECA, and the 
Ambassador. I presume those are all being coordinated on the spot. 

Mr. Bissevi. I did not mean to suggest this was a fatal objection. 
That is why I said I had already expressed my own personal belief it 
should be done. Frankly, I think the point I just made is the reason 
why this ought to be done within certain rather limited programs. 
The proposal that is currently being considered is to do this on a 
sizable scale for ammunition and spare parts. There are good reasons 
why those should have a first priority. 

What is being done is not limited strictly to those fields, but I think 
the coordination problem will be made easier in that way. 

The other point I am sure you also have in mind is that you do not 
want to create a state of mind in government in Europe that if they 
hang back and wait that we will come in and do their procurement 
for them. 

Again, a reason why the United States procurement program in 
Europe needs to be pretty sharply defined at an early date and then 
adhered to is so that we will not encourage the Europeans to sit back 
and wait for us to do even that part of it we are still relying on them to 
dothemselves. That danger is a real one. 

Mr. Herter. That is known as disincentive. 

Mr. Bissevi, That is correct. I tried to avoid the ugly word. . 
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Mr. Outy. That goes back to a premise you put in your question, 
Mr. Herter, that this procurement would be in lieu of things which 
they would otherwise include in their own budgets. 

Mr. Herter. It would be dollar procurement. 

Mr. Ounty. Dollar procurement for things which they would other- 
wise cover in their own budgets. 

Mr. Herrer. That is right. 

Mr. Onty. When you get to that point, unless we have a desire to 
guide production into particular lines and carry certain particular 
types of production, you run the real danger that there will be a dis- 
incentive to {including all of the x py ir in their local budget that they 
should for the various purposes that they should. 


Mr. Verys. Will the gentleman yield ? 
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Mr. Herrer. Yes. I think I was questioning out of turn. 

Chairman Ricuarps. Mr. Vorys, go ahead. 

Mr. Vorys. These 6 aig have been presented to us on the basis that 
Europe has to have this if they are going to rearm in order to live 
somewhat in the style that we have accustomed them to live. It seems 
that if we simply sent a check over there to OEEC and said, “Now, here 
is enough to balance eter eee J up, and you fellows divide it up,” 
or if we sent a check to each country, the result would be the same and 
we could save about $53,000,000 in administration. 

If it does not make any difference where it goes in and it has got to 
be poured in some place, I think that follows. 

‘hairman Ricrarps. You would have to create a bank to pay it 
out. 

Mr. Vorys. No. You would not have to create a bank. 

ape yen Ricuarps. You have to have somebody to do the count- 
ing of that. 

eneral Otmstep. They might even be willing to come and get it. 

Mr. Vorys. No. According to this theory, as long as it is poured in, 
it does not make any difference which end it is poured in. 

Mr. Vorys. As we all know, there are some thoughtful people 
who have suggested that we do substantially that. If we are going 
to give them money to balance up their budgets, and so forth, we could 
just hand it over to them and save on administration costs. 

Mr. Reece. Would you permit an interruption ? 

Mr. Vorys. An interruption to my interruption ? 

Mr. Reece. In the third degree. 

Mr. Vorys. Yes. 

Mr. Reece. I was not able to be present yesterday morning, but 
I took time out at noon, at the risk of security, and took the hearings 
downstairs and read them. In reading that testimony of yesterday 
morning that was the very problem that presented itself to me. In 
reading it and summarizing more or less in your mind the testimony, 
it seemed all that they needed was dollars to balance things up. 

That gets back around to the question I have raised a time or two at 
the risk of being monotonous, about what the money was finally being 
used for, and a breakdown as to its , Eee 

Mr. BissELL. May I comment on that? 

Chairman Ricnarps. Yes. According to Mr. Reece’s and Mr. 
Vorys’ observation, maybe you do not want to see them with these 
dollars buy crackerjack and pop corn and fireworks, but we want to 
have some say-so about what they are going to do with this money, 
and see that it is interwoven in this plan with the Mutual Security 
Program. 

Go ahead. 

Mr. BisseLL. That is substantially the point. We were talking 
about Italy and I might just pick that as an example. Next year it 1s 
our estimate that Italy will earn—talking about its foreign trade in 
gold and dollars only—it will earn some $400,000,000. It will spend 
that together with the-$275,000,000 that we have proposed for aid. 

I think the central point is that we care a great deal what those 
dollars are spent for. If the dollars are just dollars in the bank and 
not to be used there would be no use for them and no possible sense 
in providing them. But the central point is that I for one care what 
they do with the $400,000,000 they spent out of their own current earn- 
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ings, just as I do with what they do with the $275,000,000 that we 
are proposing the United States Government should furnish them. 

I not only care about those $675,000,000, roughly, that they will 
spend for those goods and services they will have to import and pay 
for in dollars—I care somewhat less, but a great deal about the other 
goods they import, and I also care what the Italians do with their 
mri 26s and their own steel production. They have some sulfur 
production, and I care what they do with that. 

My concern, and I think probably the concern of the United States 
as an ally of Italy, must be with what they do with all of the goods 
that they import and all of the goods that they produce. 

Now, I do not pretend for a moment that we should try to exercise 
or that as an ally of that country we could in fact exercise a tight 
control, because without taking over the Government of the country 
that, obviously, is impossible. I do say that there is nothing gained 
whatever in satisfying ourselves that the “X” dollars, whatever the 
sum is, which we give the Italians, go, let us say, for machine tools, 
copper, aluminum, petroleum, or steel, all of which can be traced 
through to military end items. 

There is nothing accomplished by satisfying ourselves of that if 
the $400,000,000 that the Italians have earned and are spending out 
of their current earnings are going for juke boxes, luxury items, high- 
priced automobiles produced in the United States, or any one of a 
number of other items of the same sort. 

I say that because if that should be the situation then “X”—what- 
ever number “X” is—obviously is too big. The only way we can be 
sure that we are not giving any more than is necessary to permit them 
to rearm is to be sure that they are making as tight a use of their own 
dollars and the rest of their foreign mek dae and, I repeat, their 
own productive capacity—that they are applying the same standards 
that we are applying to the goods that we finance for them. 

There are many mechanical ways that could be done, but that seems 
to be the nub of this problem. 

Could I just say this one more thing? 

Chairman Ricnarps. All right. 

Mr. Bissevu. I trust the members of this committee realize, of course, 
that we have made estimates of the total imports of each of these 
countries for this forthcoming year, as well as the figures for the year 
just ended, for comparison. In this formidable mass of tables before 
you there are estimates of imports in eight commodity categories, and 
by sources, for each country, that bear on what I have been talking 
about. That is the total imports of the country, and what they are 
doing with their total supply of foreign exchange. 

We can, of course, give you a great deal more detail and testimony 
than the eight categories. Most of those we can break down a good 
deal further, if you wish us to go into that detail. We are able with 
regard to each of those and the subcategories to tell you why we think 
the*figures should be the ones that are here before you. 

I would be delighted to discuss that either in the aggregate for all 
of these countries, or country by country. That is a pretty detailed 
subject, but we are glad to do it to whatever extent the committee 
desires. 

So I do not want you to think on the question of total flow of goods 
into these countries that all we have calculated is that they need so 
many dollars, and we do not care how they spend them. 
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Mr. Jupp. Am I at liberty to ask a question, Mr. Chairman? 

Chairman Ricuarps. Yes, Dr. Judd. 

Mr. Jupp. Mr. Bissell, do you find in actual practice that sometimes 
this kind of situation develops? The best elements in the countries 
we are helping prefer to have your agency there to insist that the 
money be spent in a certain way, because they are subject to political 
pressure the same as officials are in our country, and your presence 
there permits them to say to their own people, “Of course, new, we 
would like to spend it for some of the consumer items that you just 
mentioned, but, after all, this is American money and these ECA 
fellows:are tough, so we have to keep on the beam and see that it goes 
either for economic recovery or else for military purposes, whichever 
the case may be.” 

Do you find that to be your experience ¢ 

Mr. Bissett. Absolutely, sir. I think it is true in every single case. 

Mr. Jupp. And the weaker the government is, the less secure it is, 
the more it needs such moral backing by the United States and its 
agencies ¢ 

Mr, Bissett. Exactly that. Exactly that. 

Mr. Jupp. That is in line with my experience. 

Chairman Ricuarps. Are there any other questions ? 

Mr. Vorys. Going to Germany—that is page 62 the way it is now 
numbered—I found that you have estimated an increase of, as I figure 
it, $103,000,000 in food and agricultural imports, and $275,000,000 in 
industrial imports from the dollar area, or to be correct, $265,000,000 
in food and agriculture and $275,000,000 in industrial imports, which 
is about a half-a-billion-dollar increase in imports into Germany. 

Of course, nothing is on our chart for the military for Germany. 

I wondered why that tremendous increase for Germany in this 
coming year? 

Mr, Bissety. Can I give part of the answer and then ask Dr. Fitz- 
gerald, who is here, Mr. Vorys, to give the other part ? 

Mr. Vorys. Yes. 

Mr. Bisseii. The figures, as you have them before you, the grand 
total for both food and agricultural and industrial imports comes 
to 3,215 and 3,755 for the two successive years. That is on pages 60 
and 62. Tam quite sure they are the same figures you have. 

Mr. Vorys. That is right. 

Mr. Bissev.. Of that amount approximately $300,000,000 of the in- 
crease represents price increases. If you took the $3,755,000,000 figure 
which is on page 62 and the grand total and expressed that in terms 
of the same prices we have used for 1950-51, we estimate it will be 
approximately $3,414,000,000. In other words, just about a $200,- 
000,000 increase. 

Now I would like to ask Dr. Fitzgerald if he would talk to the point 
of that specific increase in German imports. 

_ Dr. Frrzceratp. Congressman Vorys, there are two reasons for the 
increase shown in the imports for the Federal Republic of Germany 
in 1951-52 as compared to 1950-51. One of the reasons is the general 
increase in the level of industrial activity in Germany which, as the 
committee will remember, lagged behind recovery in the other parts 
of Western Europe, and really only got under a full head of steam 
about the middle of the 1950-51 fiscal year. 

_ The second thing is the impact that that increase in production and 
in productivity has upon the demand for consumer goods. 
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Mr. Bissell has mentioned that in the case of all the European coun- 
tries we expect some increase in per capita consumption growing out 
of increased employment. In Germany we have had a large unemploy- 
ment in the past, and we expect it to be substantially reduced in 1951- 
52. In addition, as you ladies and gentlemen all know, the continuing 
and very sharp increase in German population, both growing out of 
the birth rate in the country and because of the continued fleeing of 
people from the east to the west, will increase requirements. 

In the case of agricultural commodities—— 

Mr. Vorys. Just a second. I would have thought that the increase 
in industrial activity, unless they were selling everything at a loss, 
would mean an increase in prosperity—I thought that in all cases 
the increase in industrial activity, and production, was a good thing. 
However, does that mean that it increases the drag on us for mate- 
rials ¢ 

Dr. Frrzerratp. No, sir. Not at all. The increase in productivity 
and the increase in activity in Germany is reflected in these figures 
to which you had reference, sir. This is not a balance-of-payments 
table. These are just gross import figures. Mr. Bissell can give you 
the declining aid figures that come out of the improvement in the in- 
ternal situation in Germany. 

Mr. Bissett. Can I just mention them, sir? 

Mr. Vorys. Yes. 

Mr. Bisseti. They are on page 59 of this group of tables. There 
you will notice that German exports in all currencies are expected to 
rise from $2,710,000,000 to $3,495,000,000, or about $785,000,000, if I 
am not mistaken. That in absolute terms is considerably more than 
the increase in imports. 

The increase in receipts and services is proportionally even greater, 
that is, from $186,000,000 to $247,000,000. 

If you take the balance of trade and services with the world as a 
whole it improves from a deficit of $673,000,000 to a deficit of $506,- 
000,000 for the reasons just indicated. 

If you go to what is called in line 9 on page 59, which is the balance 
of payments, “The net balance of payments,” taking into account also 
other factors, including the expenditures for the account of United 
States troops in Germany, you will see that the deficit for the year 
just ended is cut by a third as we go to the new year. Of course, the 
amount of aid proposed is cut more than in half. 

So in the particular case of Germany there is a very marked im- 
provement expected in spite of the factor that I have referred to 
several times. 

We are pulling a lot of people back into employment in Germany, 
and that is one of the cases where I think inevitably more goods and 
services will have to be consumed, You cannot reemploy as many 
people as that—and, to be exact, our estimate is that the numbers 
of employed will increase by 1,200,000, which is over a base of 21,000,- 
000 employed in the labor force the last year—you cannot get that sort 
of an increase in employment for reasons I have explained, with- 
out some increase in consumption. 

However, in r sang of that, we do expect this improvement in the 
foreign balance that I have just mentioned. 

Mr. Vorys. But if there is an increase in employment and an in- 
crease in consumption in a country where there is at present no mili- 
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tary program, I cannot see why that would increase the cost or the 
economic deficit for Germany from 100,000,000 to 175,000,000. I 
thought with these vast increases in food and agriculture that maybe 
they were just going to live better. If they are not going to devote 
any of their economy to armament, well, I cannot figure it out then. 

(Discussion off the record.) 

Mr. Herrer. Mr. Chairman, I would like to ask the general a 
question. 

Chairman Ricnarps. Mr. Herter. 

Mr. Herter. Yesterday, when you were showing us the table of 
priorities which you had up on the mantelpiece you indicated there 
were three or four categories of priorities that came ahead of the 
MDAP program, as such. It does not make any difference how much 
money we put into this bill for end-items, to be supplied under the 
MDAP program, does it? That relationship of priorities will still 
remain ¢ 


STATEMENT OF BRIG. GEN. GEORGE H. OLMSTED, DEPUTY 
ASSISTANT CHIEF, G-4, DEPARTMENT OF THE ARMY © 


General Otmsrtep. Yes. 

Mr. Herter. The money has nothing to do with it 

General Otmstep. That is right. 

Mr. Herrer. In other words, somebody in the War Department 
or the Pentagon determines when tanks come off the production line, 
or when guns come off the production line, whether they should 
go to a training camp, or Korea, or to Indochina, or to a pool some- 
where, or the MDAP program, the one we have in Europe. Now, who 
makes that determination in the Pentagon ¢ 

General Otmstep. Well, now, the requirements of the United States 
forces are made up in the respective services by their supply people. 

Mr. Herter. Yes. 

(Discussion off the record.) 

General Otmstep. That is medium tanks. If the amount of funds 
available to us does not permit us to buy that many tanks, then we 
do not produce them. 

So the question of the priority of allocation is only one factor. You 
have to get the tanks in production. Otherwise they will not be there, 
irrespective of the priorities that might be established for them, un- 
less you were to rot 2 them away from our own forces. 

Mr. Herrer. But I am asking you who in the War Department 
makes the determination as to where these shall be sent ¢ 

General Otmsrep. As to where they shall be sent ? 

Mr. Herrer. Yes. 

General Otmstep. Pardon me. I did not understand, 

Under the Joint Chiefs of Staff there is a Joint Munitions Allo- 
cating Committee, made up of the chief logisticians of the Army, 
Navy, and Air Forces. They have the final say, subject, of course, to 
the review of the Joint Chiefs of Staff. 

Within the services, taking the Army for an illustration, there is an 
Army Allocations Committee that meets periodically and reviews the 
requirements, the resources, and makes the division in the light of the 
priorities as established by the Joint Chiefs of Staff. 

Mr. Herter. Then, when the allocation is made for MDAP, it be- 
comes a bookkeeping operation and a particular tank is charged 
against that appropriation. Is that correct? 
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General Oumstep. Substantially you are right. I think in detail 
it is handled a little bit differently. I think the procuring service is 
the Chief of Ordnance, who buys the tanks, makes the bookkeeping 
operation out when he places the order; but the actual delivery is then 
controlled at the controller’s level as to how nearly your appro- 
priation has been complied with, or fulfilled. 

Mr. Herrer. Then at the time you place the order for the tanks 
you cannot tell what the final disposition of the tanks is going to be, 
yecause your order of priorities may change in the interim period ? 

General O_msrep. That is right. Because of the method in which 
our funds come to us we have a sort of complexity of bookkeeping 
there—which may be the point you are thinking about—where we get 
some funds for tanks through a United States Department of Defense 
appropriation, and some funds for tanks through the MDAP appro- 
priation. 

Mr. Herrer. Can you expa/n this to me then? You see that chart 
or those two charts, I think, showing us how much of the 1950 billion 
dollars roughly had been spent, and how much of the 1951 had been 
spent. There were identical items, or almost identical items, on both 
of those charts. 

General O_mstep. That is right. 

Mr. Herrer. On the 1950 chart nothing had come up to 100 per- 
cent. I think nothing had come up to 100 percent. However, on the 
1951 a certain amount had ben spent in the same categories. 

Who determines from a bookkeeping point of view that they do 
not fill up to 100 percent on 1950 before you charge something against 
1951? 

General Oumsrrep. Those were general categories in which quite a 
number of different types of items would be involved. For example, 
the general category of small arms would include rifles. It would in- 
clude submachine guns, carbines, .30-caliber machine guns, .50-caliber 
machine guns, mortars, and so forth, so that whereas there might be 
an unfinished allocation in 1950, it might be a different individual 
item from the allocation that was made in 1951. 

I do not know whether I have said that plainly enough, but to be 
specific, take an 81-millimeter mortar on the 1950 program. That 
might not have been allocated up to now because of the shortage of 
ammunition to go along with it. So that will show as an unfinished or 
uncompleted allocation against the 1950 program, At the same time 
rifles, which are in relatively plentiful supply, might be allocated 
against the 1951 program. 

Mr. Herrer. You have broken here the 1950-51 appropriations into 
separate categories of items then. 

General O_msrep. Yes, sir. 

Mr. Herter. Entirely. 

General Otmsrep. Yes. 

Mr. Herrer. You cannot spend the 1950 money, even if you get an 
excess somewhere else, that is, you could not spend the 1950 money 
on that excess in a given category. 

General Otmsrep. It is not so much a question of spending the 
money. You see, the obligations and commitments of the funds have 
already been accomplished. 

Mr. Herrer. It is a question of your programing then ? 

General O_mstep. It is a question of the delivery of the end item. 
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There is one other limiting factor that might seem to account for 
the imbalance there. That is, we only send these items forward to the 
country after being advised y our mission in the country that the 
country is ready to accept it. So that there might be an actual supply 
of the items available here, but our mission on the ground might say 
they have not activated their unit yet, so do not send the unit equip- 
ment until it is ready. 

Mr. O'Hara. Could I add one thing? There is also in the 1950 
program quite a number of stock materials which require repair and 
yehabilitation. On the material which is put under way and in repair 
and in rehabilitation and obligated for, at the time the Korean hostili- 
ties began it was found to be necessary for that to be used for Army 
purposes. At that time an equal amount of material, was set aside 
from Army stocks that had not yet been repaired and rehabilitated. 
It et a slowing down of the 1950 program, but it resulted in 
availability for our emergency needs of materials that would other- 
wise not have been in existence in a state of readiness if it had not 
been for MDAP. y 

I think that is one important thing that has resulted in some non- 
delivery of 1950 material. 

Mr. Risicorr. I want to ask Mr. Bissell a question. 

Chairman Ricwarps. I want to ask some questions on that. 

Is your question on this feature? 

Mr. Risicorr. No. It is on another matter, Mr. Chairman. 

Chairman Ricuarps. We will come back to you then, Mr. Ribicoff. 

Talking about end items, tanks, for instance, the committee noticed 
when it was in Europe that certain NATO outfits were crying for 
tanks. As I understood you when you testified yesterday, you said 
from the time that these tanks were programed you figured it would 
take 10 months before you would have the tank off the line. 

General OumMsrep. That was the reorder lead time before we could 
get the first one. If the volume of reorder, let us say, was for 3,000, 
we get the first one in 10 months. 

Chairman Ricuarps. The tanks you are furnishing now were pro- 
gramed when ? 

General O_mstrep. The tanks we are furnishing now were sub- 
stantially all programed in 1950, although there were a few in 1951. 
They are not the new tanks that are being produced now, but are 
tanks that were World War II vintage tanks that had in most in- 
stances to be rehabilitated, that is, to be taken out of reserve, rehabili- 
tated, and then delivered. 

Chairman Ricuarps. Were you talking about the fact that you 
could get that tank out in 10 months on the basis of the facilities 
that you have for manufacturing tanks now, or the increased and 
expanded program ¢ 

General Oumsrep. No. That is on any existing facility. If we 
went, let us say, to Cleveland to reorder tanks from the Cadillac Co., 
we would not get the first tank—the line is running now and pro- 
ducing tanks, and that will run out at a certain date, I think some 
time early next spring, when they will deliver the last tank under the 
current order. If we did not place a reorder 10 months ahead of 
the time the last tank is delivered on the present order, then there 
will be a let-down in that line and a gap in delivery. 

Chairman Ricuarps. There is an expanded program now to meet 
tank requirements over there. Were you taking that into considera- 
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tion, , was that on the basis of the approved requisitions of 195) 
or 1951 

General Otmsrep. All of the figures that I showed you were in 
terms of our complete facilities today. 

Chairman Ricuarps. Then after all, in your tabulations, according 
to the way you have to have things programed and ordered and put 
in the pipeline, and all that sort of thing, there is not much difference 
to you between 1950, 1951, and 1952? It is just a continuing program. 

General Otamstep. That is right. 

The point I want to make there, though, Mr. Richards, is that 
unless we place these reorders—here is a line already tooled up and 
already producing tanks. Unless we can place those reorders 10 
months in advance of the time we expect the delivery of the first item 
under that order and unless we have that much time, then there wil! 
be a gap or let-down in the line on the production of it. 

Mr, CutrerrieLp. Are you making use of the tanks at the arsenals! 

General Otmsrep. Yes, sir. . 

Mr. Currerrietp. The last time I was up at the Rock Island 
Arsenal, which is in my district, there were an awful lot of tanks in 
that arsenal. 

General O_Msrep. I see them quite frequently going by there my- 
self. All of our medium tanks, we will say, that are combat-worthy 
for any type of terrain, are being rehabilitated and put into the 
stream now, and put into the program. 

Chairman Ricuarps. Did you want to ask the general a question, 
Mr. Ribicoff? 

Mr. Rriercorr. No. 

Chairman Ricnarps. Mr. Vorys. 

Mr. Vorys. Do you mean to say in a tank factory, for instance— 
and I went through the Chrysler plant during World War II—if they 
had an assembly line that was all set up and they had the employees, 
and if you wanted more tanks, then do you mean you would have to 
tell them 10 months before you wanted those additional tanks? 

General Otmstep. Yes, sir. 

Mr. Vorys. Why ? 

General Oxtmsvep. Well, the principal delay is on steel. An- 
other very complex delay is on the subcontracting. Take this Cadil- 
lac plant producing there at Cleveland. We have to tell them 10 
months ahead of time that we want an added tank in order to get it, 
because their steel reorder lead time is that difficult, and their sub- 
contracting problems are that difficult. Those are their principal 
bottlenecks and their principal difficulties. 

Mr. Vorys. On their sian reorder it does not take 10 months to 
make the kinds of billets or plates that they need for a tank, does it’ 
I mean, Charlie Wilson has priority and allocation powers, and if 
you need more steel for tanks it does not take him 10 months to give 
that tank factory a priority and an allocation of the kind of steel you 
need for a tank, does it, in order to get the steel there ? 

General Otmstep. The steel people will tell you it will take 10 
months to make delivery of the steel fabricated in the right form. 
Of course, there are many other things, as you know, that are creating 
demands on our steel production. 

When the Cadillac Co. goes to its steel supplier for its steel order, 
it does not come off the top of the next day’s production. It has to 











2 
pk 
= 
Six 
“Sh 





SN Fa at ee 


gene Oe 


{THE MUTUAL SECURITY PROGRAM 1295 


take its position along with demands of similar and comparable 
priorities, ; 

Chairman Ricwarps. I understood about a year ago that the chief 
bottleneck of the tank production business was that they did not have 
the necessary assembly lines, although, of course, they had the steel 
problem then too. 

So far as that is concerned, that has been overcome, has it not? 

General Oumsrep, That is substantially equipped now, Mr. Chair- 
man. We have four medium tank lines now in operation, and two 
that are substantially tooled up as stand-by plants in case of a greater 
demand for either more rapid rearmament or war. 

We have now in being four producing lines and two stand-by 
lines. 

Chairman Ricwarps. What would be the best way to cut this 10- 
month business down to, let us say, 6 months? 

General Otmstrep. Well, sir, I am not a production expert and I 
will just have to give you a reaction that we get from our production 
people. 

I would say a much more severe invasion of our civil economy. 

Mr. Risicorr. Right at that point, may I ask a question, Mr. 
Chairman ? 

Chairman Ricnarps. Yes. Mr. Ribicoff. 

Mr. Rinicorr. I have been very interested by the fact that the mili- 
tary have become such economists as to the problems of running a 
civilian economy and a defense economy side by side. 

Now, Mr. Bissell augments it in his testimony today with the 
statement that what we are going to do is not disrupt anything, but 
go ahead for 3 years, approximately, and then we are going to have this 
full production and a full standard of living, and at the same time get 
our military production. 

Is this not one of the greatest delusions that is being perpetrated 
on the American people, for this reason: If we are so far behind on 
our military production in comparison with the Russians, as was 
testified to here by general after general, then is it not all important 
that we immediately catch up with our military production and once 
you do catch up, then go ahead with keeping on an even balance be- 
tween evilian and military production? However, first we should get 
the military. Let me give you an example of that. 

You are short of airplane engines. I was talking to some of the 
engineers in charge of the procurement at that United Aircraft Co. 
[ said, “What is the problem here? You are so far behind and you 
have all these orders.” 'They said, “Well, the problem is that in the 
Second World War, in 1940, when war broke out, we were in a 
position where there was a reservoir of labor. We had just 
gotten out of a depression period and we had labor available. Sec- 
ondly, there were strict priorities so we could get machine tools. We 
were in a position where we could get matériel and could work around 
the clock producing airplane engines. At the present time we cannot 
produce them because we do not have labor and are not working three 
shifts. Weare short of machine tools and have to go out in the market 
to compete for machine tools with the people engaged in civilian 
production.” 
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The shocking thing to me is a continuation of that philosophy by 
the military, I can understand why the civilian groups and Charlie 
Wilson would feel that way, but I am puzzled as to why the military 
does not have a knock-down, drag-out fight on this issue instead of 
playing along. 

Mr. Javirs. Will the general also include in his answer a statement 
on what I understand was a big issue—and not a fight or hard feel- 
ings—between Mr. Charles E. Wilson and the military, wherein 
Wilson said, “Let us go all out on military production until we are 
‘aught up,” just as Mr. Ribicoff said, and the military said, “Let us 
take the middle ground and keep both a peacetime and wartime 
economy going.” 

General Oumstep. I must say I am unfamiliar with what you are 
referring to, Mr. Javits. I was not in on this particular discussion. 

This is the problem that our military supply people are confronted 
with: As I showed on those charts yesterday, we can make sub- 
stantially more tanks than we are making. We do need the tanks, and 
we need them badly. If we went to all-out production, assuming, 
of course, that the powers that be would permit us to do it, and if we 
had the necessary funds to do it, and 12 to 18 months from now we 
had all of our units and the allied units equipped with arms, then 
what would happen ? 

Mr. Risicorr. Then you go along and level off to what you think you 
are going to need on a month-by-month basis and go along with your 
production. However, at least you would have a reservoir a year and 
a half ahead of when you thought you would have it, and then you 
would at least be approaching equality with the Soviet Union. 

General Outmsrep. Right—which from a military standpoint we 
would like to accomplish right now. 

Mr. Risicorr. Yes. 

General Oumwsrep. On the other hand, if 12 to 18 months from 
now we had all the tanks for our unit equipment for ourselves and our 
allied forces, then we would have all the tanks we needed, and we 
would have to say to our suppliers, “Shut down.” We would then be 
confronted with the problem, if we ever had to get into production 
again, of reassembling these lines and this labor, and going again into 
full production, and our United States civil economy would follow 
this kind of pattern, which we fear may be exactly the objective the 
people in the Kremlin would like to accomplish. 

Mr. Rinicorr. Except for this: Apparently the philosophy of Mr. 
Wilson is to build up other plants to take care of the military produe- 
tion, so that when these are completed you will be able to operate on 
the military and civilian at the same time. 

What I do not understand is why you do not convert as fast as 
possible to military production and give that the immediate priority, 
and then with jenna to the supplemental plants that you have, allow 


them to come in on the civilian economy. It is all right to say you are 
worried about what the Russians are going to do. We are all worried 
about that. That is the whole purpose of this program, but it is a cinch 
that what you need and need in a hurry is to be armed as’ fast as you 
can. : 

I will say that I am surprised that the military does not push for 
that. 
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Once upon a time the military had to fight for everything they could 
get. Now you are ina situation where Congress will "ee you what you 
want generally, and you are the ones stopping it and saying, “No, no. 
We do not want it.” 

General Outmstep. That completely reverses my role at this table. 
A partial mobilization is more difficult than an all-out war to manage. 
That is the result of the problems of manpower and matériel which 
arise. In every one of these decisions there has to be the best judg- 
ment of the civil and military leadership as to just where to make that 
dividing line, as to how many tanks, and so forth, we should build this 
year. It will not be all that we would like to have, or all we have an 
immediate need for, but assuming you are willing to give us the money, 
if we went all out to build tanks and then had to shut off all our tank 
lines, we would fear that 18 months from now, or 24 months from 
now, or 30 months from now, we would be in a less strong condition 
than we would be by establishing this rather broad production base. 
but having a flow of end items throttled back so that we can rathe? 
visualize a continuing period of production over the next 2 or 3 years, 
instead of having all of it now and then a blank period. 

Mr. Risicorr. If you can plan to do it this way, I do not understand 
why you cannot go up first and then level off. 

Mr. Vorys. Will the gentleman yield? 

Mr. Ristcorr, Certainly. 

Mr. Vorys. Is this not a consideration’ When I went through the 
B-24 plant at the Ford Willow Run factory, they showed us 264 
changes made after the contract was let and in production. They 
were kicking about the lack of foresight of the Air Force. 

The Air Force people with us said that every one of those were 
needed improvements that they discovered the hard way, through 
combat. It was perfectly silly to have the planes come off the line 
and not be the kind of planes we could best use in combat. 

There was an alteration plant right at the end of the production 
line, to stick on to each plane the things they had thought up since 
it went into production. | 

Now, I am just taking the opposite view from you in this respect. 
What I am afraid of is that we may have a great, big hump, and we 
might have a lot of stuff that is going to be icke a couple of years 
from now. 

Mr. Risicorr. The fallacy in that argument is this: It is just as 
obsolete for the Soviet Union as it is for us. If the Soviet Union is 
building tanks and planes today that they might not use 3 years 
from now, well, those Soviet tanks and planes are just as obsolete 
at What we build today. 

If you have any manufacturing experience at all you also realize 
that there comes some place in your line of production where you 
must freeze a model. In other words, if you are going to look for- 
ward to the fact that you are going to make constant changes week 
after week, you will never get production. Certainly there comes 
a stage where although you hope to get a better plane or tank, still, 
after all, if you.are ever going to get this stuffeout in mass production 
then some day you are going to have to say, “This is it for X period 
of time.” If we had a great reservoir of weapons and time I would 
Say your theory and the general's theory were absolutely sound, but 
when you are in a position where you are behind the 8-ball, then you 
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are in a position where you must catch up and then worry about re- 
finements and improvements afterward. 

Mr. Javits. Will the gentleman yield for one observation ? 

Mr. Ristcorr. Yes. 

Mr. Javirs. Is it not a fact that we are being told constantly that 
the reason we have our necks out a mile, from now until 1953, is that 
the military units in terms of oy omen could be ready by then, but 
the equipment cannot be ready? Therefore, is the position taken by 
the Defense Department consistent with this situation ? 

Chairman Ricuarps. General ? 

General Ormsrep. I just have to give you an opinion in response 
to that. Of these, let us say, the divisions which I showed you yester- 
day, that would be in a state of complete or partial readiness by this 
time next year, I think to that extent we would be stronger if we 
could equip them completely. If we had the funds it could be done. 

As to the gap between those divisions and the total of the medium 
defense plan target, there are some factors there about the ability of 
these other countries that have committed these forces, as to whether 
they can raise them in the next 12 months. 

Mr. Javrrs. You are going to have pressure to cut this bill here. 
One way in which you yourself could answer the argument for cutting 
would be if you say, “We are going to give you more for your money.” 
I wish you would think that over. 

In other words, you are going to equip your forces faster than you 
thought. Then it seems to me you might win over a lot of people to 
your side. You might well get the money you ask for if you are 
going to step on the accelerator. 

Previously you have had cuts even on the military aid, and you may 
get them now. One way you could give yourselves a head start on 
that is by stepping on the accelerator. 

(Discussion off the record.) 

Mr. Vorys. Just to refer back to obsolescence for a minute, we keep 
hearing around here that we are going to give this, that, or the other 
country some old P-51’s or P-47’s, and I can remember when those 
very planes were the answer to a prayer because they would have 
knocked off the P-40’s that Congress is accused of refusing to appro- 
priate for in 1939 or 1940. In any case, if the Russians have the same 
old tanks and the same old planes that they fought World War II 
with, then God help them. 

Chairman Ricwarps. We took Mr. Bissell a little bit off the hook 
here. I thought we would let Mr. Bissell finish his statement, and 
then we will go back to the General a little later. 

Mrs. Botton. I was wondering what the Captain over there had in 
his mind when he got - 

Captain AscHERFELD. I was hoping to say it is all a caleulaied risk. 
If you open up production you are going to increase the cost of the 
equipment, because you are going to have overtime involved, and for 
the same money you are going to get less goods. 

Mr. Risicorr. But when you have your back to the wall money 
is the cheapest thing you have. 

Captain AscnerreLp. My reply to that is that I have a certain sum 
of money right now in the 1950 and 1951 programs, and that has to 
go as far as it can and get a maximum amount of production. There- 
fore, we have to spend it in the most economical way. 
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Mr. Lanuam. May I ask a question there, Mr. Chairman? 

Chairman Ricuarps. Mr. Lanham. 

Mr. Lanuam. In case of all-out war, how much could the program 
be speeded up, and how soon could we then get the necessary equip- 
ment? How quickly could we get it if all-out war came? 

General Oumsrep. There is your picture of your medium tanks. 
It shows what the existing facilities could do if you went to a multi- 
shift operation. That is your gap. | You can see it widens as they 
vet into momentum over the intervening period. 
~ The same sort of figures are available in all other categories. There 
is your recoilless rifle. The orders are running along at this level 
here, and the gap on the multishift basis is running up that way. 

The same thing holds on your vehicles. Take your combat trucks. 

(Discussion off the record.) 

General O_mstep. That is the gap we have which we call our mobi- 
lization base, and which is comparable in the category of aircraft and 
fighter aircraft as well. 

Mr. Vorys. Will the gentleman yield? 

Mr. Lanuam. Yes. 

Mr. Vorys. You pulled down a chart that I wanted to ask you about. 
That is this lead-time chart. How much in dollars of your program 
is represented by the items that have over a 10-month lead time. It 
looks to me like that is the electronics, radio, and radar equipment, 
that those initials stand for. 

General Otmsrep. Could you give them the story on that? 

Mr. O’Hara. The total dollars on those items which do have a long 
lead time beyond the fiscal year are in the neighborhood of $2,000,000,- 
000 out of your $6,250,000,000. The principal categories of those 
items are in aircraft and ships. 

Mr. Vorys. How about this stuff for the Army ? 

Mr. O'Hara, Electronics is another one, but electronics is not as 
big dollarwise. 

Mr. Vorys. That is what I thought. 

Mr. O'Hara. As are the aircraft and ships, that is. 

General O_msrep. Your tanks and combat vehicles in the program 
add wp to 38 percent of the program. Motor vehicles are 17 percent. 
In addition to that, artillery is 9 percent. The sum of those would 
be 64 percent in what you would call the longer lead-time items. The 
balance is made up of ammunition and spare parts and short lead- 
time items. It is about two-thirds. 

Mr. Vorys. A third of it over a year? 

Mr. O'Hara. Yes, sir. 

Mr. Vorys. And another third of it pretty near a year? 

Mr. O'Hara. Between 6 months and a year. 

Mr. Vorys. Yes. 

_ General O_mstep. Then I would say this would be a material factor 
in this consideration, too. If we were to go into an all-out war, why, 
the availability of materials for military purposes would change quite 
materially. Currently we have about 20 percent of our steel produc- 
tion available for military purposes, and certainly that percentage 
would be increased. So that would tend to shorten your bars on your 
lead time if you got a higher priority for military purposes. 

Mr. Javits. Mr. Chairman, r was going to make a suggestion for 
a check, if it has not been made already. Those charts show what you 
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are counting on in the way of production by June of 1952. Can you 
answer categorically that the requests made of us are in exact com- 
pliance. with those charts? 

In other words, you are asking us for the money only to pay the 
bills which will result from the expectations or the forecasts based 
upon those charts, or is it more or less ¢ 

General Otmstep. The money we are asking from you is based 
exactly on the charts that I have shown you, sir. 

Mr, Javits. And that is as to the expectations up to June 1952¢ 

General Otmstep. That is right. 

Mr. Javits. So if we wanted to question you beyond that, we would 
have to be in a position to say you are wrong about the production 

‘apabilities on tanks, for instance, and we can prove otherwise. Is 
that correct ¢ ; 

Mr. O’Hara. The expectations through June 1952 plus the reorder 
lead time for the items. 

Mr. Javits. Of course, deliveries would come beyond that time 
when the production lines have a stated capacity according to the 
chart. 

Mr. O’Hara, Yes. 

Mr. CARNAHAN (presiding). Are there any further questions? 

(No response.) 

Mr. Carnanan (presiding). If not, I believe the chairman was try- 
ing to get back to you, Mr. Bissell. 

Mr. Bissett, Mr. Chairman, I do not want to talk to the committee 
any more. However, Mr. Vorys had asked a question, which was 
kind of a sample case,on Germany. I remember I was very emphatic 
to the effect that we are very far from taking the menage that just 
so you pump some dollars in, regardless of what they are used for, 
that is all right. We are taking the opposite extreme position, that 
it means a lot as to what our dollars and their own dollars and other 
currency are used for. 

Mr. Vorys then asked us a question about the commodity imports 
for Germany. We had not gotten that far. 

I want to be sure we have answered your questions or make proper 
arrangements to do so. If you want, the General and I, between us. 
will discuss this item by item, if you care to now. Otherwise we can 
submit material of any kind you wish if that is too laborious a process 
at this time. 

Mr. Vorys. You have given an explanation for the increase in im- 
ports, as to the dollar size of it, that 1s, beeause of the increase in pop- 
ulation and the desire for consumers’ goods, and the increase in prices. 

Now, the thing that was perplexing me was how you could have 
nothing in a military program. I thought that was merely a fond 
hope, and your German program was based on a military program 
participation. 

There is one other question I have, Mr. Bissell. This is the one 
that always perplexes me. You have $1,518,000,000 of unexpended 
balance as of June 30, 1951. In these tables that you have given us, 
have you included that, so that the $1,600,000,000 or the 627 should go 
on top of it? 

Mr. Bissett. We have, sir, in this form. As you realize, most of 
that unexpended balance—I do not have the exact figure in front of 
me—represent funds already obligated. I am sure you will have no- 








Qo —_—_——_— a a a 


ae 


a 
- 


th 
re 
of 


al 


th 
th 





THE MUTUAL SECURITY PROGRAM 1301 


ticed in all of the so-called balance-of-payment tables, but I will call 
to your attention the one on page 7, which is the estimated balance of 
payments for 14 countries, which means substantially the whole 
group—in line 11 you will notice an item, “Change in pipeline.” That 
is in effect where we have taken care of that very large sum, which 
represents obligations already incurred for goods that are not yet 
shipped, and services that are not yet rendered. 

You will notice there is a plus sign, another one of those rather 
bafiling statistical indications. In etfect, what this means is that in 
the year just ended that pipeline was reduced to the extent of $369,- 
000,000, and we expect it to be further reduced in the new fiscal year 
by $322,000,000. 

“What I mean by saying that the pipeline will be reduced is this: 
I have to speak from memory on the base figure. My impression is 
we have about one billion and a quarter in the pipeline at this time, 
or, rather, as of July 1. That represents our procurement authoriza- 
tions issued against which shipments of goods or actual rendering of 
services had not yet been made. 

It is our estimate that what this figure of $322,000,000 in line 11 of 
that table implies is that we would expect that figure to be smaller by 
the $322,000,000 at the end of the current fiscal year. If my recollec- 
tion about the magnitude of the pipeline is correct, that it is about one 
billion and a quarter, then at the end of the year it will be, as you can 
see, just around $900,000,000. 

To be perfectly specific and to be sure I have been responsive to 
your question, in our imports line and payments-for-services line, 
which are lines 1 and 2 of this table, and all of the country tables, we 
do allow for total imports, including those, of course, that are paid for 
with the country’s own money; those that we are proposing to finance 
with the new year’s funds; and imports financed out of previous years’ 
funds already obligated. 

The item at the end shows to the extent of something over $300,000,- 
000—t hose total imports will represent in effect a reduction in the goods 
already covered by obligations but not delivered at the beginning of 
the fiseal period. 

Mr. Vorys. That last one went over my head. 

Mr. Bisset. Let me put it again. 

Mr. Vorys. Look at this table where it says, “Imports, United States 
for 1950-51.” None of the imports that have not been shipped there 
have been included in that ? 

Mr. Bisseti. That is correct, sir. 

Mr. Vorys. But on “Imports, United States, for 1951-52,” where it 
says 3,529.7, is part of that from the estimated unexpended balance 
as of June 30? 

Mr. Bisset. That is correct, sir. 

Could I interrupt to say, Mr. Vorys, that generally we would expect 
that on the average 3 or 4 months of imports of those goods at the 
rate at which the United States is financing them—that 3 or 4 months 
of imports have already been covered by funds already obligated at 
any given time. In short, as of the Ist of July in this pipeline figure 
we had covered somewhere between a quarter and a third of the goods 
that are ineluded in that figure of 3,529. We had already covered 
them out of funds already made available in previous years. 

85708—51——-83 
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Mr. Vorys. In any case, where it says, “Total dollar aid,” No. 12— 
1,512-B—that aid can or cannot be met by the unexpended balance as 
of June 30, 1951? 

Mr. Bissexv. It cannot, sir, except to the extent that those unex. 
pended balances were not already obligated or otherwise committed. 

Mr. Vorys. The only amount that could be applied on that would be 
$62,000,000. That is, you ended up with $212,100,000, and you took 
out 50 and $100,000,000 for the India Act, and you were down to 62. 

Mr. Bisseii. Yes, sir. But as you remember, the India Act, unless 
I am misinformed requires that the whole $162,000,000 be used for 
the India Act unless Congress otherwise provides. So that there i 
$62,000,000 there, but under the present legislation that is earmarked 
for the India program. 

Mr. Vorys. So that it is really obligated. 

Mr. Bissevu. In that sense it is. Yes, sir. 

Mr. Herrer. May I ask just one question there ¢ 

Mr. Vorys. Yes. 

Mr. Herter. If we sign a peace treaty with Japan early in Septem- 
ber, does Japan come under this act ? 

Mr. Bissevi. Well, in the first place, as a question of organization, 
would the ECA be asked to do anything about that, Mr. Herter, | 
cannot answer that question. I do not think it has really been con- 
sidered. 

As to the question of substance, will it come on somebody’s back 
other than the Department of the Army’s, I have the impression it is 
not expected that Japan will need any direct grant-in-aid delivery 
this new fiscal year. owever, that impression may be entirely wrong, 
and I do not know whether the General wants to say anything about it. 

General Otmsrep. There will be an augmentation of the strength 
of the Japanese national police force, no doubt, which is contemplated 
now not from MDAP funds. 

Mr. Outy. I think you were referring to the economic side. 

Mr. Herter. Both sides, really. 

Mr. Oury. On the economic side the answer is our troops are on a 
partial pay-as-you-go basis, and the expenditure we are making in 
dollars in Japan for the support of those troops there is the equivalent 
of what we might otherwise have to give them as economic aid. 

Mr. Herrer. As I gather it, the expenditure of the dollars there wil! 
balance the thing out. 

Mr. Oury. That is correct, sir. 

Mr. Herrer. I take it that you intimated in the relief program for 
Korea, if there was a cease fire there, a considerable part could cone 
from the Japanese economy again with the expenditure of dollars, and 
thereby help the Japanese economy. 

Mr. Oury. That is correct. If I understand it, the planning now 
going on with respect to post-hostility Korean relief does contemplate 
substantial procurement in Japan and other parts of Asia. 

Mr. Herrer. From the military point of view, General, would that 
be done from equipment that is already over there? 

General O_msrep. That and/or indigenous production—financed 
indigenous. 

Mr. Herrer. But it would not come under this program at all in 
any way. 

General O_msrep. Japan is not programed for. 
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Mr. Ounry. Mr. Chairman, if there are not any other general ques- 
tions, do you want us to go on our country-by-country presentation, 
going through all of Europe, and detailing the programs in each one 
of these countries? We have just covered these problems generally 
and we are prepared to go through each of these countries, showing 
exactly the end items that are programed for these forces, and what 
the countries will do from a military standpoint, and the way in which 
the economic-aid figures and the target military budgets have been 
arrived at, if that is the pleasure of the committee. 

Mr. Jupp. I want to ask one question, although it may have been 
taken up, because I was unable to be here yesterday. If it has been 
taken up, please stop me. 

Doubtless you know, Mr. Bissell, that we discussed Belgium most 
of one afternoon. You were not able to be here so we decided to put 
the matter over. It merely illustrated the difficulties some of us have 
in finding a way to present plausibly to our colleagues, as well as to our 
own minds, the problem of how to get maximum production in all of 
these areas which have productive capacity beyond their own needs, 
and get their maximum productive capacity used for the building up 
of the military strength and economic benefit of the whole. 

The illustration we used, of course, was mine sweepers being made 
in this country for Belgium, when there were countries in Europe that 
could make mine sweepers, and when Belgium was able to make small 
arms and ammunition that these other countries needed, but which 
she was not making for them because they did not have funds or were 
not provided funds to pay her for them. Besides, they would rather 
get it from us and have the American taxpayer pay for them. 

I understand that you discussed this problem to some extent and 
said that counterpart funds could be used for that purpose. Is that 
the only way you see of trying to solve that problem, that is, just 
through the use of counterpart ? 

Mr. Bissett. Mr. Judd, I mentioned two devices I think should be 
used in conjunction. I think in the case of Belgium both are applica- 
ble. One would be to take some of the funds in this bill, that is, some 
of the dollars, and procure mine sweepers in Belgium for the Belgians 
themselves, or for anyone of our partners. 

In the case of Belgium I think it is one of the economies of Europe 
that is under less strain than, for instance, that of Britain or France. 
I would say that if we were to spend, let us say, $75,000,000 or $100,- 
000,000 in this fashion in Belgium, to pick figures out of the air, that 
although a fair part of the dollars that the Belgians earned in this 
manner would have to be used to pay for additional imports because 
they would be producing more, that certainly with expenditures of 
that magnitude enough of the dollars would be retained so that it 
would probably eliminate any need for economic assistance. 

The other device would be the counterpart device. That is, suppos- 
ing we were to make available or send aid in the amount of $50,000,000 
here proposed. We could insist that the full amount of that counter- 
part should be made available, let us say, to other NATO countries 
in Europe to purchase mine sweepers or other items of the same 
sort produced in Belgium. You could use both of those devices to 
vet the production. 

I think if you go beyond some point, let us say, $75,000,000 or 
*100,000,000 in spending in that particular country, it would certainly 
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eliminate the need for any economic aid whatsoever. And, if you go 
still beyond that you would tend to build up their reserves. 

Mr. Jupp. That raises this question: If Belgium were to do it 
with its counterpart, that is, provide small arms for France, which 
is next door, and if its own counterpart were not sufficient, then could 
you use some French counterpart in Belgium for arms to be produced 
for France ¢ 

Mr. Bisset... Very definitely, Dr. Judd. That, more broadly, is a 
part of one of the two elements in this approach that I think we should 
use. 

What I feel we ought to do, I repeat, as one element in meeting this 
problem, is to insist that each country begin to put aside some of the 
counterpart for a central pool or central fund. Probably I would 
suggest it should be used, on the advice of Mr. Herod and Mr. Batt of 
the Defense Production Board, to buy items wherever in Europe they 
ought to be produced. Then you can solve the exchange problem 
within Europe through the European Payments Union. 

The only caution I want to repeat, which I mentioned earlier, is 
in the case of a country—and France may be one of them—which 
builds up its own budget to the limit, which we think it is in our 
interest to push it to. If they have counted on using the counterpart 
to meet some of their own budget, then obviously we ought to recon- 
sider that policy. 

Mr. Jupp. That brings up the next two questions that came out of 
what you said earlier. One is, How much counterpart is there avail- 
able in these other countries to be used for this purpose in addition 
to the uses for which counterpart is now being expended ¢ 

The second question is, If that is a feasible method, why has it not 
been used in the past ? 

Mr. Bisseii. One reason why it has not been used in the past is 
that up to this moment it is still illegal for us to agree to the use of 
counterpart for military purposes. That is one of the changes we are 
proposing in this legislation. What I hope we can start to do if we 
have another continuing resolution in the month of August, and 
before we have new authorizing legislation, is not to authorize an 
actual expenditure of counterpart for this purpose, but at least to 
agree that the country shall begin to set it aside for this purpose, 
so that we would begin by the end of August, or September, to have 
some of it accumulated and ready for expenditure. 

That is one reason why it has not been used. The other really is 
that most of the commitments of counterpart expenditures for this 
past year were pretty well made upward of 6 months ago, when this 
problem was much less real and much less acute than it is today. 

Mr. Jupp. So at the moment there is no counterpart available for 
this purpose in substantial quantities ? 

Mr. Bisset. There are some balances, and I can find out what 
those are. I think the uncommitted balance is pretty small. 

Mr. Vorys. On that point I have been inquiring around. What is 
the uncommitted counterpart? Before we go to the individual coun- 
tries, what is the total counterpart? I have a table here that says that 
as of April 30 the withdrawals were $6,588.3. How much counter- 
part has there been and what is the amount that is uncommitted / 

Mr. Bissevxi. I think, Mr. Vorys, I am going to have to get that 
answer for you, but I think you would find if withdrawals are of the 
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nature of $7,000,000,000, there is probably in the aggregate, and for 
all countries a pretty sizable sum. What the distribution of that is 
is something I cannot answer offhand. I would really prefer to 
answer your question when I have the facts before me. 

Mr. Jupp. While you are waiting for that, may I ask this question 
of General Olmsted, if it has not been discussed previously. 

One of the matters we brought up in Europe when we were there, 
General, was this question of their making not only spare parts and 
providing maintenance of end-item equipment which we sent over to 
them, but also the building up of their capacity to produce parts of the 
original assembly of a tank, let us say. That is, we make some of the 
parts, and they make some of the parts, and assemble them in Europe. 
We were told in Europe that our Military Establishment frowned on 
that because it wanted to be completely independent of outside 
sources in case something happened so that we were cut off. A tank 
is of no more use to us without some small parts that they can make, 
than it is to them without some of the big parts which we alone can 
make, 

Is that the position that the Defense Department takes which, of 
course, is an understandable position, but which’deprives us of many 
things that they could produce, such as components of these compli- 
cated mechanisms ¢ 

General Otmstrep. Mr. Judd, there are two categories involved in 
the answer to your question there. We are perfectly willing to build, 
let us say, receivers for the M-1 rifle, which is a complete part, and 
supply it to Italy or any of the other European countries, to be incor- 
porated in their production of the end item, which is the rifle. We are 
perfectly willing to do that, but where we do not like to go along 
is where we get a request for components. 

As an illustration, the French wanted to make, or have wanted to 
make, jeeps. As the engines and the transmissions were required from 
here and that would cut into the delivery of jeeps manufactured in 
the United States, which we needed badly, we said, “No. That does 
not make any sense.” Those are our two views about the problem. 

Mr. Jupp. But if we could produce some of these complicated parts 
in addition to our own needs without throwing our production out of 
kilter, and send them over to be assembled over there with the rest of 
the items which they can manufacture, then you would have no objec- 
tion to that ? 

General Otmstep. None whatever. 

Mr. Jupp. In fact, you would encourage it, I would think? 

General Oumsrep. That is right. We are constantly giving them 
drawings and specifications and trying to solve proprietary rights 
where patent rights are involved for these people, so that they can do 
that. Wherever we can produce components which would not inter- 
fere with the production of end items here in the United States we 
have no objection to approaching that kind of a problem. 

Chairman Ricwarps. Mr. Bissell, I want to ask you this question. 
I want to get it straight. We left just about the time we were on that. 

Did I understand you to say when you mentioned the figures for 
Italy that you were going to give the figures for Italy and what you 
fivured it would have been without the military program’ Is that 
right ? 

Mr. Bissevy. I did give that figure. 





1306 THE MUTUAL SECURITY PROGRAM 


Chairman Ricwarps. All right. Are you trying to do that for the 


other countries too, and would you do that? 


Mr. Bissevx. I have already gone through that and I will put the 


table in the record. 


Chairman Ricuarps. Of what the difference would be ? 


Mr. Bissett. Yes. - 
-Chairman Ricuarps. That is fine. 
(The table referred to is as follows :) 


Estimated distribution of country aid, fiscal year 1952 
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Chairman Ricuarps. Let me ask you something else. How long 
have you been associated with this Marshall plan program ? 

Mr. Bisse... Since about the fourth day, sir, which was about the 
10th of April of 1948. 

Mr. Herrer. Since before it started, I take it ? 

Mr. Bisseiy. Yes. 

Chairman Ricuarps. Yes; since before it started. Of course, you 
pretty well know the set-up, and all that? 

Mr. Bissetn. Yes, sir. 

Chairman Ricuarps. Since you came into the program we have 
added Point 4 to it. That is, it has not been added to the program, 
but we have added Point 4 to the projects we have over there. Then 
we have added military assistance and military aid, and part of that 
will be for economic production. 

Now, what do you think about setting up a new organization to 
handle it all, other than straight end items for the military program ' 

Mr. Bissett. Well, sir, J would like to reply very briefly this way: 
I, for one, am absolutely convinced that the ECA as an entity should 
be terminated. 

Chairman Ricrrarps. As of? 

Mr. Bissei. I feel very strongly on this point, sir, that that should 
be done just as soon as legislative action by the Congress is completed 
and it is possible to do it and to know what the next stage ought to be. 

Chairman Ricuarps. When do you think it is possible to do it with- 
out hurting the program?» Would you say the end of 1952? 

Mr. Bisset. No, sir. I believe it should be possible to do it at the 
latest by the end of this calendar year. 
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Chairman Ricmarps. That is January 1? 

Mr. Bussey. January 1. I would like personally to see an out- 
come whereby whatever new organizational pattern is appropriate, 
is determined just as soon as possible after Congress has acted ; and, 
whereby there was a clear decision that just as rapidly as possible the 
ECA will be terminated and a new organization would come into 
existence, and perhaps put a date on it, “no later than.” 

Chairman Ricuarps. There would not be any fun in just making a 
new organization to do the same thing ECA is doing. 

Mr. Bisseti. I would say that, but I do not mean merely a change 
inname. I think this ought to be a real change. I am not going into 
the reasons for this because I think other witnesses have elaborated 
on it. For example, there was a job to be done. The major part of 
the original job is done and the organization that did it ought to 
disappear as such. 

Chairman Ricuarps. Other witnesses’ ideas on that were just as 
clear as mud. They have not said what should be done. . 

Mr. Bissett. I have given you the first part of my answer. Would 
you like the negative part ¢ 

Chairman Ricuarps. <All right. 

Mr. Bissett. Coming directly to your question, I think you will 
remember that Mr. Foster said there are several ways the organi- 
zation of the executive branch of the Government could be created, 
that is, an organization could be created or the executive branch could 
be organized to handle this matter. 

Without trving to say what all of those are—and I think there is 
an infinite number of them—I think they come down substantially 
to two. 

I think one way is to set up a new agency, as an independent agency, 
as the ECA has been, to do approximately the several functions you 
outlined, that is, Point 4, military, economic aid in support of mili- 
tary production, and the other various related functions which are 
spread out rather far. 

I think, broadly speaking, the other way to ‘do this is to put the 
same collection of activities inside the State Department. 

My own personal opinion is that those are the two most practical 
and promising of all the various alternatives that have been discussed. 

I think if these activities are to be put in the State Department, 
some changes would obviously be needed in the internal organization 
of the State Department. I say “obviously” because no organization 
can absorb sizable new functions without there being some changes 
in its arrangement that would be appropriate. 

[ would hope if these were put in the State Department they would 
be under the head internally of a very senior officer within that 
Department who would report directly to the Secretary and the 
Under Secretary. But that 1s going rather afield from your question. 

If you asked me which of these two alternatives is the better one, 
I genuinely, and stating my own views directly, find that extremely 
hard to answer. In the first place, I think I am probably a biased 
witness. Anyone is by his experience. I will say most earnestly 
and sincerely that I think either one of those alternatives would work 
well. I think my own personal view is that looking ahead for the 
long view it would be better to put this inside the State Department 
on one very important condition. That is, that the things were done 
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in the State Department that I think would have to be done to enable |; 
to handle effectively a series of important ramified operating functions. 
that is, operating as distinct from policy-making jobs. 

I think there would be rather drastic changes that that would cal] 
for because it would be a drastic step, and if you contemplate doing 
it looking ahead to the more distant future, that would probably give 
us a tighter governmental structure. 

I think if those are not likely to be accomplished or if you desire 
to maintain the emphasis on the temporary character of much of what 
is being proposed here—and I believe it is most important to do that in 
dollar terms for the vast bulk of what is being proposed—if that is 
important those are two considerations that would, it seems to me, 
include the balance of advantage toward a new, comprehensive or- 
ganization. 

I would, however, make a very strong plea—and you may feel here 
I am splitting my vote, and I am not being responsive—but I would 
like to say this also with great vigor, just as I have said the other, 
that I think the change should be made promptly, because an organ- 
ization like ECA cannot be held together as an efficient going concern 
for months and months either in uncertainty or as a dying or- 
ganization. 

The other point I make with great emphasis is that I do think this 
whole bundle and collection of activities ought to be put together in 
each of the two alternatives I have forecast—and there may be others, 
and there are others that would accomplish the result, I am con- 
vinced.—But I believe that they all ought to be put together in order 
to maximize our favorable impact on the rest of the world, and to 
minimize the cost, and to minimize the frictions between agencies as 
well as to minimize the cost in administrative personnel required, and 
for a whole variety of reasons. 

However, I hope myself we will move in the next month or so 
toward a clean-cut action in one of these two directions 

Chairman Ricnarps. Do you think we could do that and not hurt 
the existing program?’ Do you feel you could bring about that re- 
organization by January 1, getting the men needed in the new pro- 
gram from existing organizations ¢ 

Mr. Bissett. That is my conviction, sir, if we get clear decisions all 
the way through. 

Chairman Ricnarps. What would you do with the rest of the mili- 
tary aid, such as end items ¢ 

Mr. Bisseii. It seems very clear to me, sir, that the Military 
Establishment has to do the job, and it is really two jobs for the 
United States Government. They have to do the whole job of pro- 
curement in the United States of military items, because to try to 
split that in two pieces I am sure would lead to the wildest chaos. | 
think if there is going to be any procurement of military end items 
anywhere else, that if anybody else does it, military personnel will be 
prominent in it because it embodies a whole series of military decisions 
that so largely shape this kind of a program—the decision as to how 
many tanks you need; how many heavy and light tanks; and even to 
some extent, to an appreciable degree, the decision as to whether to 
concentrate the production of certain items abroad and of certain 
items here. Those are the decisions which have a very large military 
content. I gravely question whether any new agency, or, for that 
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matter, any existing agency other than the military establishment 
ought to make them. 

Therefore, I think no matter which of the two alternatives I have 
forecast is adopted, the Military Establishment of the United States 
Government will have to do the job of military planning and of pro- 
curement planning in large measure, speaking of the procurement of 
end items. That would have to be done and it certainly has to do 
the whole operating job of military procurement, and that seems 
to me to be substanaially what the Military Establishment is doing 
now. 

Chairman Ricuarps. What worries me about that is this: If you 
do that, that would be the province of the armed services, and the 
Armed Services Committees of the Congress. What bothers me about 
it more than anything else is the need for end items. The volume 
of them would depend largely on the success of the military plan for 
production of end items overseas. There you have two separate 
fields. 

Mr. Bisseti. That is correct, sir. 

Chairman Ricwarps. And whether you could bring them together 
without injury to either operation is the bothersome thing to me. 

Mr. Bissevi. I think, Mr. Chairman, it is possible that that ele- 
ment, if you lige, of the end-item program, could properly be made 
the province of a part of the Government other than the Pentagon 


itself. Even there my feeling is it would have to proceed pretty cau- 
tiously in so doing. I think properly staffed and organized civilian 
agency could do the job of appraising European production capabili- 
ties. They would know a lot about what the : 


Luropeans would be 
able to turn out. They obviously are not going to know and are not 
going to be the proper people to appraise the needs of the European 
forces. We do not know, and I do not think there is any point in 
creating the new civilian organization to try to be experts on how 
many small arms, or tanks, or artillery a Belgian division ought to 
be equipped with. That seems to me perfectly clearly to be a mili- 
tary problem. So it is quite apparent to me up to the point where 
someone has decided what the Belgian or French, or other division 
needs in the way of equipment, that is a set of decisions that ought to 
be primarily a military decision. 

When you get to the question of should we try to produce the small 
arms in Belgium and help them in doing it, or whether we should do 
it here, there very clearly the economic judgment enters in. How- 
ever, that is not exclusively an economic judgment because a very 
strong strategic element enters into that. 

I think it would be most unwise to make organizational arrange- 
ments that tend to leave that element out of it. 

So again I think, not giving a completely effective answer, because 
[ think there is something that needs further thought there, I think 
that dividing line is a difficult one to draw. It is easy to see you 
can separate out the decision as to how much money for end-item 
purchases ought to go to this country or that and say that that could 
be a civilian decision. However, I am not so sure of that, because 
that is all tied up with these other decisions I have referred to. 

So I think I have to say to you that I cannot give an aflirmative 
popes at any rate that would completely satisfy me on that precise 

orderline between the military function and the civilian. There is 
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a whole set of functions that I think are to me, in effect, civilian, a¢ 
pretty clearly ought to be, and I think they should be brought to- 
gether. 

Chairman Ricwarps. If you did that and fathered a new set-up 
and it was not placed in the State Department, would you place 4 
termination date on it? 

Mr. Bissetu. I would most certainly on the program. That, | 
think, isa very easy question to answer. Whether you place a termina. 
tion date on the organization is a little bit more difficult, but I think 
I would be disposed on the whole to do so. 

Chairman Ricwarps. If you put it in the State Department you 
would not be disposed to do so ¢ 

Mr. Bissett. No, sir. I think in a sense the reverse is true. If 
you want to build a sizable permanent organization, which we may 
well want to do, that to my mind would be a reason for putting it in 
the State Department. 

Chairman Ricuarps. Mr. Vorys. 

Mr. Vorys. You said if it went in the State Department there were 
two or three very specific suggestions or changes that would have to 
be made. Would you mention what those are, and what your sugges- 
tions are along that line ? 

Mr. Bissett. I am perfectly willing, sir, to put these forward, and 
I hope you realize these are personal views and I advance them as 
nothing else. 

Mr. Vorys. I can say that everybody here appreciates your complete 
candor and sincerity in what you are saying, and it will be very help- 
ful. It is understood on and off the record that we are dragging it 
out of you, and you are not coming here and volunteering it. 

Chairman Ricwarps. Also, we know how much experience you 
have had in this thing, and we appreciate it. 

Mr. Jupp. We have to go by somebody’s judgment. We ourselves 
have not had the experience, and we need a frank sharing of your ex- 
perience. 

Mr. Bisse... Sir, I think I can give the main change if it is under- 
stood by all concerned that I am using the license of purely persona! 
views. . I think I would put it this way: 

I hesitate with a number of military gentlemen present to make 
any reference to unification. Nevertheless, my conception in effect 
would be to create, you can say, including in a sense in the place of 
what is now the State Department, a structure rather parallel to that 
which has been created in the Pentagon. Specifically, I have in mind 
that a possible pattern would be a Department of Political Affairs. a 
Department of Foreign Economic Affairs, and possibly a Department 
of Foreign Information, psychological defense, and similar activities. 
having all of them under and in the line of command sense, under a 
Secretary of State who, like the Secretary of Defense, would not be 
clearly and closely identified with one of the pieces, but would truly— 
and having regard to the persons on his own staff, the staff that would 
correspond to the staff of the Secretary of Defense as distinet from 
the separate service departments in the Pentagon—would truly be 
objective as among the different departments under him, and with no 
closer tie to anyone than to any of the others. 

My feeling is that that is the most promising pattern of organiza- 
tion, if as a long-run major change in the United States Government 
we are to move in that direction. 
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Mr. Vorys. If you had unification of our economic and nonmilitary 
foreign activities in the Department of Foreign Affairs, or State—and 
it would not make so much difference what the label was—the idea 
would be that you would have a Department of Defense for the mili- 
tary, and one that was economic, and so forth, and that we would hope 
that that would constitute a team. Also, we would know that if they 
got into bad enough spats between them they would have to go to the 
President or the Chief Executive. 

Now, just for the sake of keeping the civilian over the military, be- 
cause traditionally the Secretary of State, until Harriman came along, 
was supposed to be the chief adviser to the President on foreign affairs, 
they would not be quite equal, but in some way or other you would have 
to put foreign business under the Secretary of State or the Secretary 
of Foreign Affairs, would you not ? 

Mr. Bissevy. I think that is what is implied, sir, in that outline. I 
would rather not have these remarks interpreted as expressing a con- 
viction any more than I have earlier that one of my two alternatives 
is necessarily better than the other. I do not think one can make, 
frankly, if I may venture this opinion, a good judgment about what 
should be done for the next 2 or 3 years without looking at the short 
run as well as the long run. 

However, it is my own personal conviction that if we are to move 
toward a consolidation under a Secretary of State that that sort of 
pattern would be in order. 

Mr. Herrer. I was wondering, in line with what you are saying, if 
I could ask the general a question ¢ 

Chairman Ricwarps. All right. 

Mr. Herrer. I start with a couple of assumptions. One, that you 
agree to the initial organizational suggestions made by Mr. Bissell, 
with which I heartily concur, from the point of view of relationship 
between the military and civilian in this operation. The second, that 
the total number of dollars involved is not in question. Then would it 
not be the simplest type of operation for the military in the distribu- 
tion of the end items merely to have authority to distribute from your 
total production a certain amount to foreign nations as you saw fit 
to let them have it ? 

In other words, instead of our pinpointing so many dollars for 
military aid for one country, and another country, and another section 
of the world, and so on, it is a matter of military judgment as to how 
many tanks, guns, and so on, should go to any individual country, is 
it not ¢ 

General Otmstep. Yes: that is right. 

Mr. Herrer. Entirely military / 

General Otmstep. Yes. 

Mr. Herrer. You are responsible for security and where you put 
your material of war. 

General Outmsrep. That is right. 

Mr. Herrer. That is, of the total material of war, as to where you 
put it? 

General Otmsrep. That is right. 

_ Mr. Herrer. If you have the authority to put that where you see 
fit to put it in foreign countries up to, say, a percentage of the total 
of your production of this material of war, and assuming again that 
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you have the money which you think will keep these pipelines full to 
the extent of allowing the economy of the United States to bear its 
load, would that not be the simplest type of operation for the military 
to conduct ¢ 

Then, you come to the question in the foreign field of procure- 
ment. You would consult as you do now through your country teams 
on the placing of any end item, or supplementary offshore procure- 
ment in those countries, and at the same time plan orders through 
your procurement agencies in consultation with the people who are 
studying the over-all economy and helping to put the heat on the 
building up of the local production ¢ 

General O_msreap. I will have to qualify my reply, as Mr. Bissell 
did, by saying that this is a personal view. So much is fact: Such 
a plan as you suggest would greatly simplify and speed up the pro- 
cedures all the way down the line. I am not prepared to say there 
might not be offsetting disadvantages, but let us look at the facts 
that are incontestable. That is one. It would greatly simplify and 
speed up the procedures. 

From a practical standpoint, when we place an order for so many 
end items, we do not differentiate in the supplier’s mind as to whether 
those items are ultimately used for United States forces or for foreign 
military aid and certainly not for one of our allied countries. 

Oftentimes the procurement, as implemented now, might not ulti- 
mately be allocated when the items come off the line because of a 
change in the priorities or the situations. 

Another factual statement: Prior to Pearl Harbor in the lend-lease 
set-up, which was comparable in those days to what our problem is 
now, there was no dividing of the funds or the appropriations be- 
tween the civilian lend-lease and the military lend-lease. However, 
with the exigencies timewise and volumewise that came upon us after 
Pearl Harbor, the only practical means to solve the problems was to 
do just exactly what you have suggested, and that was what was done. 
There was no differentiation from the time war broke out between 
the funds that were made available for United States forces and those 
that were made available for the military portion of the lend-lease 
aid. 

Mr. Herter. I was going to say the funds are intermingled and 
they just come from two different appropriations, as things are now. 
They might all just as well be lumped together and the authority given 
to you to allocate the material as you see fit in these countries within 
such bounds as the Congress wants to set. 

General Oumstreap. I would like to make it clear to you IT think 
that in this foreign military aid, the military aspect of the foreign-aid 
program, that although rearmament is essentially a soldier's job and 
only in our procuring services are there the necessary experienced 
people to implement it as of today—and I might add, some of the 
Suropean countries do their military procurement through civilian 
agencies, but I think that they have problems that we do not have 
because of that—nevertheless I believe that there are political and 
economic considerations involved in this foreign military-aid pro- 
yram which would make it essential, irrespective of the organizational 
structure, that at the Washington level, at the regional level, where 

‘we have a regional command, and at the country level, that there be 
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constant integration between the representatives of the United States 
in the diplomatic and military field. 

Mr. Herrer. You have to do that in any case. 

General Outmstep. That we have. I also suggest in your decision 
it might be important to have in mind that eventually one of two 
things will come about. Either there will be a war, in which case 
the theater commander becomes all-powerful and the organizational 
structure should not be such that it could not be separated out into a 
strict military organization for the prosecution of the war; or, 
there will be peace and these countries will ultimately attain a level 
of rearmament and self-sufficiency, and again your structures should 
not be such that the normal training functions, not only tactical train- 
ing but logistical training functions that have to be implemented be- 
tween the United States in relationship to its allies—the structure 
should be such that that would not be interfered with. 

The United States learned in the last 10 years to fight a war ef- 
fectively alongside of allies—in World War II, in Greece, and now in 
Korea. 

(Discussion off the record. ) 

General Oumsrep. Nothing we do with our organizational structure 
in my judgment should interfere with the development of that process, 
which is mere very good progress, as evidenced by the fact that, as 
you know, i 1 Korea our Greek and Turkish representatives there 

ave fought ae well. 

Chairman Ricnarps. Frankly, it is going to depend on cooperation 
anyway. The military has the say-so now about certain things, and 
that works out all right, but here is what bothers me legislatively. In 
last year’s armed services bill, or the year before, I think, we had a 
provision where certain ships were to be transferred abroad. That 
might be described as being on all fours with saying that 15 percent 
of these end items would be used. 

A complaint was made about the transfer of these ships. You have 
a committee that has been dealing entirely with the military side and 
has not been studying this problem as it is interwoven w ith the eco- 
nomie situation abroad. 

The Armed Services Committee said, “We want these ships for our 
own country and our own people.” A law repealed that provision that 
was included in the law that we passed out of this committee, and 
enacted into law, and repealed a provision authorizing them to trans- 
fer so many ships. They then took it upon themselves to validate 
what they had already done by legislation coming out of their 
committee. 

The point that bothers me is this: If you accomplished the results, 
it does not matter what committee it comes out of, but here is a field, 
the end-item field, which is interwoven with economic recovery abroad 
of both types. The need for these items is interwoven. That is a 
field that does not come within the jurisdiction of another committee, 
which would naturally assume this jurisdiction after this year and 
which should come within their jurisdiction if the military is going 
to determine it. 

That 15 percent should go in the military budget if it is worked 
out this way. 

There are two houses here, and you do not understand the problems 
of each one unless you understand how each is interwoven with the 














1314 THE MUTUAL SECURITY PROGRAM 


other. That is my concern about the end-item proposal, such as 
Mr. Herter advocates. 

I do not know any man who knows more about this whole program 
in Europe ‘than he does, because he has been studying this matter 
for years. However, we say, “Goodby. We are through with it.” 

The answer to that, as I see it, is that you say these men must work 
together and must consult each other before they do these things, but 
then you establish two entirely different jurisdictions. 

Mr. Herrer. May I say a word there? 

Chairman Ricuarps. Yes. 

Mr. Herrer. I do not think you establish two entirety different 
jurisdictions. What this Committee is doing is reserving to itself 
the right to determine what proportion of the total may be turned 
over to foreign countries. That is within the foreign affairs angle 
of the problem. You have a good many other things. You have 
the military training of foreigners, for which money has to be author- 
ized, the question of offshore procurement, and so forth. 

In your authorizations for all of those things you have to come 
back to this committee each year. They would not fall in the province 
of the Military Affairs Committee. They would come back here be- 
cause they are in the foreign field and have started here, and I am 
assuming would continue here. 

All IT am saying is that the total appropriation as to what our econ- 
omy can do for the production of military goods would remain with 
the Appropriations Committee, and I do not think we are qualified 
to judge on that ourselves here. 

Chairman Ricuarps. You are talking about authorizations coming 
back here, but what about the ship incident that I mentioned? 

Mr. Herrer. Let us take a look at this table here. Here we are 
with I do not know how many ships. There are several hundred ships 
to be transferred to foreign countries right in this table here. If the 
Military Affairs Committee can overrule us on that, what of it? 

Chairman Ricuwarps. You will see when we get on the floor of the 
House with that. 

(Diseussion off the record.) 

Chairman Ricwarps. It is just a question of authorizing the transfer 
of ships we use in our own defense establishment over which another 
standing committee of the House has had jurisdiction, and that caused 
the friction. 

Mr. O’Hara. I am from the Comptroller’s office of the Department 
of Defense. There are two problems, really. One is in connection 
with the ships that are affected by this law. As long as appropriations 
are made for Mutual Defense Assistance, whether they be made under 
the present pattern or some other pattern that the committee and 
Congress decide one, is not of particular significance, but as long as 
they are made for aid to foreign countries, as such, identified with an 
appropriation, those do not become the property, when they are pro- 
cured with those funds, of the United States Navy, as such. They are 
the property of this program and therefore their transfer is not af- 
fected by legislation that affects the Navy. 


If they are produced, however, with the appropriations made to 
the Navy for the construction of ships, at the end of that construction 
they are part of the naval ship list of the Navy and may not be trans- 
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ferred without the consent or specific iegislation authorizing that 
transfer, which would go through the Armed Services Committee. 

Captain AscHerreLp, May I say that every vessel for which funds 
are asked to be appropriated for the 1952 program, is new. 

Mr. Jupp. What was that? 

Captain AscHeRFELD. Every vessel in the 1952 proposed pro- 
gram 

Mr. Jupp. This military assistance program ¢ 

Captain AscuerreLp (continuing). Yes. Will be furnished from 
new procurement and new construction. 

Mr. O’Hara. Through the use of Mutual Defense Assistance ap- 
propriations. 

Captain AscurrreLp. That is right. °* 

Mr. O'Hara. Which does not involve the property account of the 
Navy. 

The other thing that is proposed here is the need for meeting the 

flexible program that is developed out of the economic as#istance 
program, and stimulation of additional production in Europe. That 
would fall in two different fields. For example, the present program 
might consist of considerable production of ordnance materials in 
Europe. It might be found on investigation of Mr. Bissell’s agency 
that Europe is more nearly ready to pick up a larger share of elec- 
tronics production. Should that case occur, if you are using an 
appropriation to the military departments as a measure, the appro- 
acon for the Ordnance Department, for example, would be too 
arge. The ordnance service and supply appropriation would be too 
large to provide the material required for Europe. You would either 
have an extra production for American purposes beyond that which 
you contemplated, or you would have some other dislocation within 
that operation. On the other hand, your Signal appropriation 
would be too small. 

In other words, the present program does have in it the items that 
these countries need, which the present outlook indicates they will not 
be able to produce. Minor deviations from that could not be handled 
if you are subdividing in your appropriation for this purpose among 
the sixty-odd appropriations of the Defense Department that are 
available. 

Mr. Herter. You are speaking only of minor deviations? 

Mr. O’Hara. There are some minor deviations, but there are some 
60 appropriations for the Department of Defense. 

Chairman Ricuarps. Considering the way it is set up in the Depart- 
ment of Defense, it might not be proper to put a block in any legis- 
lative machinery. If we allocated a certain percentage of new 
production to send abroad, that would be for this program, but what 
are you going to do if the United States Armed Forces want to use the 
new tanks that come off the line and send the old items we already have 
to these other countries? That would be items like these ships? 

Mr. Herrer. You still have a few billions left. 

Chairman Ricuarps. There was material in this program which 
was authorized and appropriated for under the budget of the Defense 
Department. 

Mr. Herter. To my mind, without wanting to get into a full-fledged 
discussion of the question here, those are none of them insuperable 
arguments. I think they can all be taken care of legislatively. How- 
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ever, it is terribly important to find out what the budgeting problems 
are from the point of view of the transfer of these things, and the 
bookkeeping system. 

Chairman Ricuarps. I think there will be a lot of arguments about 
that military item. 

Mr. Jupp. Mr. Chairman. 

Chairman Ricnarps. Dr. Judd. 

Mr. Jupp. I would like to ask Mr. Bissell this question: In diseus- 
sing the two alternatives that you thought were the most feasible 
you said that if these functions were all lumped together in the State 
Department it would require certain substantial internal changes in 
that Department. 

On the basis of your experitnce, do you think that those changes 
could be made in an old-line agency with anything like the prompt- 
ness and sharpness that are possible im establishing a new agency ¢ 
I am more concerned right now about what is going to happen in the 
next 2 or 3 years than I am in the long-range problem. 

It seems to me that we have the most urgent factor for the present 
is the time element. In a sense we are going along now only by 
reason of Russian sufferance. Since time is so important I would 
prefer the one under which you think it can be done most quickly, 
promptly, and sharply. 

To come back to the question, do you think the changes you seem 
to prefer can be worked out in the State Department or any other 
established old-line agency in time? 

Mr. Bissetx. That is not an easy question, Dr. Judd. I think I am 
inclined to share the view that you have stated or implied. I think 
usually you can make more sweeping and decisive changes in organi- 
zation, and you can get advantages of a freshness of view, and you 
can sometimes get advantages of new people more quickly by starting 
a new organization. It is a very difficult process, as you rightly 
say, in any permanent. and long-established organization to make the 
changes very quickly. 

Mr. Jupp. That is right. 

Mr. Bissevv. I think, by the way, by the same token, that a tempo- 
rary organization, so-called or actual, after a few years begins to lose 
the advantage. 

Mr. Jupp. That is right. 

Mr. Bisseii. I think that is one reason why ECA ought to be 
terminated and that that ought to be more than a paper transaction. 
That is really what I had in mind when I said I think one must look 
at the short run as well as the longer run. I think that that is as far 
as I would like to go. 

Mr. Vorys. Mr. Chairman, before we ask the last of these triple- 
threat men who are here for his general views, I would like to have 
General Olmsted’s opinion on whether we should have a separate 
economic organization, or whether it should be part of the State 
Department, in view of what has been said here. 

You told us about the military end. Mr. Bissell expressed himself 
freely and frankly about the military end. Now, will you express 
yourself about the economic and political end of it 4 

Chairman Ricrarps. Before we close here, I want to say we want 
to hear the other member of the triplets on this thing also. 

General O_msrep. May I say something to you off ‘the record? 
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Chairman Ricuarps. Off the record. 

(Discussion off the record.) 

General Ovmsrep. My frank opinion about your question, Mr. 
Vorys, is that I do not think the organization structure is really the 
determining issue there. I think that competent management, both 
at the Washington and the regional level, as well as the country 
level, will get you the desired results, irrespective of how the thing 
ties together here. 

I would say I agree with what Mr. Bissell has said, that if it is to 
be within the State Department there should be a division or corps 
of people who are specialists in the economic field and whio can tie or 
lay their judgment down alongside and parallel to the people who 
are thinking essentially in terms of the diplomatic or political con- 
siderations. That, I think, makes an awful lot of sense. 

Chairman Ricuarps. Mr. Ohly, how about letting us have your 
views about this thing? 

Mr. Ouvy. First, | would like to address myself to Mr. Herter’s 
proposal. I am sorry he is not here. 

It contemplates putting an authorization in a military appropria- 
tion bill so that up to a certain percentage of the amount appropriated 
might be used to ship military material to other countries. 

In the first place, I think the amount of foreign aid should not be 
expressed in terms of a maXimum permissive percentage, I think it 
ought to be a definite figure. We have to, in our planning ahead, 
know specifically what these countries are going to receive, and these 
countries have to know approximately what they are going to receive. 

In the second place, Mr. Herter’s proposal contemplates that the 
Armed Services Committee and the Appropriations Committees would 
determine that military aid may be sent anywhere. 

I think one of the virtues of having foreign aid handled in this 
committee and one of the virtues of bringing the State Department 
into this picture is that there are political judgments involved as to 
whether, and if so, what amount and kind of, military aid should be 
sent to, let us say, Indochina; as to whether military aid should be 
sent to Australia. I think any foreign aid statute, such as the Mutual 
Defense Assistance Act, which you prepared in this committee should 
place certain restrictions or set certain guide lines as to how much 
assistance should go to any one part of the world. It is not a purely 
military decision. 

If we were in the midst of a war, where military operating considera- 
tions require a complete munitions allocation approach, as during the 
last war, that is a transition we would have to make. We are not at 
war, although we do have hostilities in Korea. This is a peacetime 
program designed to prevent war, and in such a program I believe 
the political judgments are rather important. 

I would like to say this parenthetically: While I have been with 
this military assistance program in the Department of State since 
January of last year, I was in the Department of Defense as a special 
assistant to Mr. Forrestal during the whole time that the program was 
being developed. It was the recommendation of the Department of 
Defense that final control over this program should be placed in the 
Department of State, and for the reasons I have outlined, and, in 
addition, because it’was recognized that in the actual conduct of the 
program, when you got down to the country level, you must use your 
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Ambassador. You must use him for negotiations, and you a 
have to tie the program in with your total diplomacy in that 
country. 

The solution chosen in the Mutual Defense Assistance Program is 
only one solution. The solution Mr. Herter suggests is a perfectly 
possible solution, but the foregoing are some of the reasons why I 
think it is not the wisest. It would in certain respects simplify pro- 
cedures, but I do not believe it would simplify procedures very much. 

The Military Establishment has still got to go through the whole 
business of programing out this foreign aid item by item and country 
by country, of placing contracts for these items in connection with their 
own contracts, and of meshing the production of these items with 
their own production schedules. The problems of developing and 
filling requirements remain the same under either solution. ‘They 
have to do that with the things that are going to go out to these other 
countries. It would, however, simplify your bookkeeping in that you 
would not have two columns in your books—an MDAP column and 
a straight defense appropriation column against which to make an 
entry when a given item comes off the production line and is shipped. 
It would simplify accounting and eliminate certain reports, but I 
would like to suggest that the great bulk of the procedures which one 
has to go through in operating a program of this kind would still have 
to be gone through under Mr. Herter’s proposal if the job was to be 
done in an orderly fashion. 

So in my own judgment, while we had certain, what you might call, 
institutional frictions between the two Departments when the program 
was getting underway, I think it is the judgment of most of us that 
the relationship has been a good one. It has worked and the Depart- 
ment of State has not attempted to substitute its own judgment for 
the military judgment of the Department of Defense. Where it has 
made a contribution it has been because there were political considera- 
tions involved. 

Let me give you examples of some of the political considerations 
involved in these programs, even in the selection of items for them. 

The Department of Defense proposed some time ago that we send 
at lot of napalm bombs to a Far Eastern country for use against 
Communist guerrillas operating there. Undoubtedly, they are very 
effective weapons from a military standpoint. 

It was the judgment of the political office in the Department of State 
that the use of that type of fire bomb, with the widespread damage it 
would cause to the inhabitants and farms in the areas where the guer- 
rillas were operating and which we were trying to win over from 
supporting the guerrillas, would do more harm from the standpoint of 
creating a who would join with the guerrillas than any advan- 
tage you might derive from its use in terms of the number of guerrillas 
you might wipe out. 

I do not recall now whether the final decision was to send the napalm 
bombs or not, but that is one of the kinds of things that come up. 

In another country several years ago the military proposed that we 
start a jet aircraft program. The State Department agreed there 
should be such a program. However, to start a jet aircraft program 
for this country meant starting training for jet aircaft pilots a good 
many months before your program really got into’ operation. That 
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meant notifying the other government, and the news becoming public, 
that we were going to furnish jet aircraft to its forces. 

It was the judgment of the Department of State, whether rightly 
or wrongly, that public notification that we were putting in modern 
striking aircraft in this country might be considered a provocative 
act. Therefore, we talked the matter over and decided to wait 3 or 4 
months until the situation appeared to be better. We then went ahead 
and approved that program. 

Similarly the Department of Defense wanted to use MDAP funds 
to construct airfields in a particular country. The political people 
in the Department of State had the feeling that such action might 
be misconstrued and viewed as the setting up of a series of United 
States bomber bases under the cover of MDAP operations. So at the 
particular time, because this might have been provocative, it was felt 
we should postpone action, or at least arrange to have the fields in a 
different part of the country than had been originally planned. 

In several cases, also, the purpose of a military assistance program 
is economic or political in character. That is the kind of a case, cer- 
tainly, where political and military people must work closely to- 
gether in developing the program. I think I gave an example in this 
committee last year of a situation of this type which we had in Burma. 
Burma is a country which is served by two main rivers. The whole 
country is dependent on the exports that are brought down the river 
from the north, such as teak, and the people in the north depend on 
the rice that comes from the rice bowls in the south. There vital lines 
of communication were cut off by river pirates and Communist groups. 
The problem was how to make traffic move over these arteries so that 
the economy of that country would not stagnate. 

It was discussed with the Department of Defense and the Burmese 
Government, with the result that we sent 10 excess Coast Guard cutters 
over there after they had been rehabilitated. These boats have been 
a very important factor in helping to keep the rivers clear and thereby 
in preventing the throttling of the Burmese economy. 

Another case where the political factor comes into play is in a situ- 
ation like that presented by Italy. Today we are operating under the 
limitations of the Italian Peace Treaty. Consequently we have to look 
at all items in any military program for Italy to see whether, from 
the standpoint of proper treaty interpretation, they can be included. 

I might also mention the problem of Indochina. In Indochina, as 
you all know, you have a very delicate balance between the French 
Government and the governments of the associated states. 

In Indochina we are trying to do two things, namely, to provide 
military equipment to the French, so that they can conduct this 
holding operation in the north, and at the same time to build up the 
forces of the local governments of Vietnam, Cambodia, and Laos. 

We are also trying to build up the integrity and independence and 
self-sufliciency of those local governments. It is therefore very im- 
portant not only from a military but also from a political standpoint, 
that the allocation of equipment between the French Union forces 
and the forces of the associated states be done in a very careful 


manner. 
( Discussion off the record.) 
Mr. Onvy. Again I state we never try to interject a military judg- 
ment in place of the military judgments of the Department of De- 
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fense, but we can contribute, and I think we do contribute, political 
considerations which often materially influence military programing. 
Moreover, we can throw the whole weight of our diplomacy in these 
foreign countries into getting the support from those countries upon 
which the success of the program depends and into making proper 
use of the things that we send over. 

So I think there are many advantages in tying these things in closely, 
as we do today, with the Department of State. 

Chairman Ricuarps. Right there, suppose you tie it down and say, 
“It is all right to send 15 percent of this material but we say what 
kind of material it is and whether it fits in with the political side of 
the program.” You would still have that. 

Mr. Outy. I submit, sir, you would have essentially the same situ- 
ation then that you do today. I am talking purely to the military 
program right at this moment. 

Chairman Ricwarps. Yes. You think you would have essentially 
what you have now. In effect it would be. Well, it is getting pretty 
late, gentlemen. 

Mr. Vorys. We do not have his answer on the economic end of it. 

Chairman Ricwarps. Let us get that. Can you answer that in 5 
minutes ¢ 

Mr. Outy. Yes, sir. 

Mr. Vorys. ECA or ACE. 

Mr. Outy. I will give you my conclusion first and then I would like 
to suggest a process of analysis which I think might be helpful to this 
committee. Then later I would like to point out what I think are 
essential differences in the present problem from the problem which 
we faced when we set up ECA 3 vears ago. 

I do not know that these differences necessitate a different organ- 
izational result but I want to point them out because there has been 
an assumption in the minds of many of the witnesses, and I think on 
the part of some members of the committee, that the problem of rela- 
tionship between agencies is the same problem of relationship which 
we had when we set up ECA 3 years ago. 

Mr. Vorys. It is not in my mind, but go ahead. 

Mr. Outy. In the first place I believe there should be an independ- 
ent economic agency, or an independent agency to administer eco- 
nomic aid. I personally believe it should not be placed in the State 
Department, and I think the dislocations involved in putting it in 
there are such that the process would be a long and difficult one, as Dr. 
Judd suggested. 

I have some doubts as to whether to place point 4 in that agency. 
My own inclination favors doing so, but I can give one important 
argument for a different result. 

In the first instance at least, the ECA operation was an operation of 
supplying goods and commodities on a rather large basis to meet 
balance of payments deficits. 

The point 4 operation has been a much more intimate grass-roots 
operation involving technical personnel working at the village level 
in various countries. I would not want to see that type of personal 
grass-roots approach, which I think is terribly important, swallowed 
up in a very large supply operation. That would be a fear on my 
part, except for the fact that ECA has in the last year been con- 
ducting in the southeast Asia area, through its special technical 











THE MUTUAL SECURITY PROGRAM 1321 


missions, operations that in many ways resemble the point 4 opera- 
tion. They are usually point 4, plus a little more in terms of supplies 
and economic support, but they resemble it. . 

I do not know—and cannot judge from my own examination, be- 
cause this is a part of the program I know much less about than the 
military side—whether it might be possible to bring point 4 into this 
organization without losing this very different and very valuable type 
of approach which I think has characterized — 4, 

I think, certainly, if you did have an over-all economic organization 
of this kind, you would want to recognize this distinction in its 
internal set-up, and have one part dealing with supplies, and another 
one concentrated on the kind of things Dr. Bennett and his organi- 
zation have been concentrating upon. 

I think the big question is not whether you have this separate 
agency, which I believe we should have, but where you place the 
focus of responsibility for tying this whole thing together. In other 
words, where is your top administrator, and what kind of duties and 
authorities do you vest in him ¢ 

I do not think that the economic and military programs, either in 
their formulation or their conduct, can be separated out as completely 
as we sometimes do in talking about them. They are two distinct 
operations, but they have to be blended together and not just in a 
single policy decision early in the year that a certain country will 
get X amount of military aid and Y amount of economic aid. They 
have to be blended and harmonized as you go along, and adjusted as 
you discover new production possibilities in a country. 

If the country fails to meet, or exceeds, a military force target; if 
its legislature appropriates the budgets you had anticipated, or 
something more, or something less; if it undertakes, fails to under- 
take, or surpasses the production goals that have been set—under any 
of these circumstances you have to reexamine and possibly adjust 
your programs. You have to adjust not just the economic side of 
the program, or the military side of the program, but you have to 
look and see in what way those total resources you are going to use for 
this particular country can have their maximum impact. 

I would like to give you an illustration which comes out of our 
experience of the last few months. I guess it was in January, that 
ECA made the decision that it would no longer allocate economic 
aid to NATO countries from the balance of its fiscal year 1951 funds 
purely on the basis of the so-called Snowy-Marjolin formula. It was 
decided that the amount of economic aid still available for alloca- 
tion by ECA should be related to the commitments of these govern- 
ments to increase their military expenditures, and to engage in a 
series of specific military tasks. 

Representatives of the State Department, the Department of De- 
fense, and ECA sat down together, here in Washington, and similarly 
in the embassies overseas, and decided just what do we want to urge 
each particular country to do over the next 6 or 8 months? What do 
we think they can do? How much economic assistance do we need 
to provide them with in order to permit them to do those things we 
want them to do? 

That involved the three agencies going over jointly the military 
budget of the county. ECA would examine the budget from the 
standpoint of its total adequacy, from the standpoint of what the 
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ECA thought the country could spend for defense from the economic 
resources available to it. The Military Establishment would make 
a study from the standpoint of seeing whether the production 
scheduled under the budget made sense, and whether we should try 
to persuade the country to produce different items. Similiar con- 
sideration was given to the forces prepared and the facilities to be 
provided. We might think they were spending too much for things 
like cavalry farms, and that they should be taken out of the budget. 
Through such studies and joint consideration we developed a Gov- 
ernment position with which we went to the other government and 
said, “If you will pass a budget of approximately this size”’—and 
you can never be exact in these things—“and will concentrate under 
that budget on these types of production on raising forces of the 
size you say you are prepared to raise, et cetera, then we will be pre- 
pared, within a certain period of time, to provide you with this much 
economic aid.” 

That process has been gone through with every one of the North 
Atlantic Treaty countries to which we have been extending economic 
aid, and it is a continuous process. It is going on right now in terms 
of the kind of things we will ask these governments to do if we receive 
the appropriations we are requesting, and in terms of what we would 
be prepared to do by way of economic aid if they will reach not only 
the level of military effort which we believe they can, but also chan- 
nel that military effort into certain particular channels. 

That means that administration of aid becomes in part a continuing 
process of persuasion, a continuous process of trying to persuade these 
governments to do things that are difficult for them to do. 

Mr. Vorys. Would you permit an interruption ? 

Mr. Outy. Surely. 

Mr. Vorys. Could you tell of your batting average, or give a guess 
or an estimate, any.of you here, as to how much, if any, the military 
budgets have been raised? I want not promised to be raised, but how 
many of them have been raised during the course of the year, and how 
much ¢ 

Mr. Onty. All of them, Mr. Vorys, have been raised, and raised 
very substantially. I could give you the figures of the 1950 military 
budgets as compared to the 1951 budgets. For Europe as a whole 
their budgets have gone up $2.8 billion. We run into certain prob- 
lems in stating this accurately due to the fact that you have conflicting 
fiscal years in these countries. 

I have a table here which I believe we furnished to the staff of 
military expenditures and budgets in each of these countries. 

Mr. Vorys. All right. That is good enough. 

Mr. Outy. I believe very sincerely that part of that increase has 
been due to the continuing process of persuasion that has been going on. 

Mr. Carnanan. It has also been due to the fact that you supplied 
the economic assistance which permitted them to come through with 
this extra military assistance. 

Mr. Oury. That is partly correct. Of course, a good deal of the 
economic assistance they have really needed for economic purposes, 
but we have conditioned it upon their agreement to undertake certain 
military tasks. 

Mr. Carnanan. That is what I am saying’ They felt they had 
to have additional economic strength before they could do anything 
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much themselves, and until they did get it they could not devote their 
efforts effectively to anything else. 

Mr. Outy. That has certainly been an influential factor. I do not 
want to leave the impression that many of these countries have not 
been eager and desirous of increasing their budgets, because they have 
been. However, I think the process of persuasion and of negotiation 
has brought them further along than they would otherwise have come. 

Obviously, if you are going to carry out a continuous negotiation 
of this kind it seems to me you have to tie together the activities of 
the three agencies and that the conduct of the negotiations must be 
under the general direction of your Ambassador who is the principal 
representative of the United States in those countries. You have to 
remember that in many of these countries a request to increase their 
military budgets is only one of 50 things we may be requesting from 
a country at a particular time. 

We may also be trying to get them to send troops to Korea; to vote 
a certain way in the United Nations; to increase their forces in Indo- 
china; to sign various trade agreements. We may have all of these 
things under negotiation at a given time and we must consider them 
together so that priority matters receive priority attention and so 
that, as a whole, our negotiations achieve the best aggregate result. 

I believe that means the State Department and particularly the 
Ambassador must play an important role in the conduct of all these 
programs. 

If you will bear with me a few minutes more I would like to suggest 
three ways in which I think the problem we now face is different from 
the problem we faced at the time we set up ECA. 

First is the fact that in the European recovery program we were 
essentially doing something which the Europeans wanted us to do. 
We were pouring goods into Europe to help them get back to a decent 
standard of living—a level at which they could subsist. In doing that 
we sometimes asked them, as a condition of our aid, to do things which 
were unpopular with particular special interests in those countries. 
However, on the ew a our aid was welcome. It was not a tough 
bargaining problem in the same sense that we have a tough bargaining 
problem now. 

The problem we have now is to get these countries, with the help of 
our aid, to do things that are difficult for them to do. They are difficult 
to sell to their parliaments. It involves negotiations of the type that 
I have been talking about—negotiations of a type which involves our 
total diplomacy and which I do not think were involved in the day-to- 
day conduct of the European recovery program. 

I would be very interested in having Mr. Bissell’s comments on that, 
but that is a personal reaction. 

In the second place, we should remember that this whole program in 
Europe is designed to carry out the purposes of the North Atlantic 
Treaty Organization and to support the decisions which are being 
made from day to day in that organization. It is not an operation 
which is being carried on unilaterally by the United States, even 
though we now reserve to ourselves the right to make the final deci- 
sions on the program. That means that you cannot conduct this 
program, or at least place the central direction of the program, in a 
different place from the one where you placethe central direction over 
the participation of our representatives in all the North Atlantic 
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Treaty Organization countries. We cannot have Mr. Spofford taking 
a position in the deputies inconsistent with any of our aid policies, or 
receiving his instructions on what to do from different people than the 
people who are administering aid. The two have to be tied together. 

The people who are handling the North Atlantic Treaty Organiza- 
tion have to be the same people, at least in Europe, who are working 
on the problems of military and economic assistance to Europe. 

Chairman Ricwarps. Granting all that, ECA is an independent 
agency now, but the very things you are talking about now as desirable 
are being done. You are saying that it works very well. If it will 
work in the case of one or two organizations, why would it not work 
with one or two other functions ? 

Admittedly you are talking about essential aspects—policy collabo- 
ration and over-all direction from the President to the State Depart- 
ment. That is what I mean. You have to have it. There were a 
few people who may have contended that it did not have to be when 
ECA was set up as an independent organization, but there was not 
anybody who had anything to do with it who did not admit there had 
to be that collaboration. 

Mr. Onty. The thing I am stressing, Mr. Chairman, is that the type 
of relationship between this independent economic agency which I 
said I believe shotld exist, whether it is a continuation of ECA or a 
new agency, is a different type of relationship in certain respects 
from the kind of relationship that existed between ECA in the conduct 
of the Marshall plan and the Department ef State. I do not mean the 
State Department should go in and supervise operations. That is the 
main reason for putting it in an independent agency. I do suggest 
that because the administration of economic aid must be part of the 
totality of the negotiations which are going on continuously with these 
countries to persuade them to do things they often do not like to do, 
the administration of aid must be tied in closely with the Department 
of State. 

Moreover, because of the close relationship of aid administration 
to United States participation in the North Atlantic Treaty Organiza- 
tion, which heads up to the Secretary of State, I think the direction 
of both operations must be tied together. 

Thirdly, of course, there is this difference that you have got to 
relate the work of this independent economic agency on almost a daily 
basis, particularly in the countries, with the work of the Defense 
Department in carrying out the end-item program. 

I think those are three distinctions in the present situation from 
the situation which we faced in setting up ECA, with whom our 
relationships have been extremely good. The ECA operation has 
been, of course, an outstanding success in bringing recovery to Europe. 

It would be very interesting to have Mr. Bissell’s comment on those 
differences. 

Mr. Vorys. It seems to me you left out the big difference, and that 
is this: ECA was started as a temporary emergency agency for a 
4-year plan—period, end, stop. Whatever we are doing now, we can 
kid ourselves, it seems to me, and say, “Well, we are going to make it 
a dead line of 1953,” and try to kid ourselves that it is emergency and 
temporary in character. However, when the optimists say 10 years 
is the period of tensior*here for the military end of it, and when 
we are told that a lot of this is economic aid of various kinds, whether 
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you label it point 4 or not, and that it is going to be like the brook, 
going on forever, then we are not talking about a temporary agency 
any more. 

It seems to me that is one big difference between the origin of ECA 
and this thing. We are just kidding ourselves and trying to kid the 
public if we try to claim what we are doing is a temporary emergency 
thing. 

Excuse me. 

Chairman Ricnarps. John, I think everything in there could very 
reasonably have a termination date except the objectives of point 4 
in this program, do you not ¢ 

Mr. Vorys. No. 

Chairman Ricuarps. You do not é 

Mr. Vorys. No. 

Mr. CarnaHan. The over-all efforts we are engaged in will group 
themselves into different phases. We have.practically accomplished 
one phase of the problem, economic recovery, then the problem con- 
fronting us for the next 10 years or so will demand an emphasis on 
doing a different job. The over-all problem appears to be shaping into 
three principal phases (1) economic recovery, now very well accom- 
plished through ECA, (2) creating and building up necessary mili- 
tary strength, and (3) maintaining economic and military strength. 

It seems to me that we can have agencies that have a termination 
date. 

Chairman Ricnuarps. Well, Mr. Vorys’ argument was that they 
would all be in line, and if you are gomg to do this thing put it in 
the State Department. Do you admit that? 

Mr. Vorys. No. I am not sure yet just how it should be organized. 
In NATO the treaty runs for 20 years. Point 4 runs forever, and 
ever, amen. As to ECA in Europe, we have dear old Iceland with 
those little fish, and if they do not swim back we will have that 
forever. 

Chairman Ricnarps. It does not mean that you are going to keep on 
doing this thing at all. They may think vou are going to do it. If 
they are going to keep this up forever, this country will be busted 
from here to breakfast, and we are not going to do it. 

Mr. Vorys. Just keep that in mind. 

Chairman Ricuarps. Yes. Keep it in mind. 

Mr. Vorys. Take it the other way. You say, “Well, we have heard 
secret testimony and so forth that 1953 is it. Therefore, we are going 
to make a termination on our military aid to Europe in 1953.” 

Well, one thing or the other would happen. If they believed it they 
would say, “Oh, fine. They just get us all fixed up and then they 
leave us, and there they go again back home.” 

The thing is that they would not believe us. They would say, 
“That is like the ECA. They put in those words to make people feel 
good at home.” 

Mr. Carnanan. Is it reasonable to expect in the next 3 years to 
reach a certain military strength in Europe. We should certainly 
exert a reasonable effort to reach the desired point. After we reach 
that point the problem will then become one of maintenance. 

Chairman Ricuarps. I do not know what you are going to do but I 
must leave. What are we going to do in the morning? Are you 
through with these gentlemen / 
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Mr. Barrie. Do we have a session tonight ¢ 
Chairman Ricwarps. Not tonight. We are going to be here in the 
morning. We have some other witness coming up in the morning. 

Will you gentlemen be available if we feel we want to hear Rin 
you some more later ? 

Mr. Outy. You had cepreued a desire before for a country-by- 
country presentation of all these programs. We are prepared to do 
this at any time, to show you each item that has been planned. 

C hairman Ricuarps. We have your formula down pretty well, and 
you can give that for the record if we call you a little later. You 
went over one illustration of that. It may be that the committee will 
want you back here, but we do have these other people listed from 
this morning. 

Mr. Vorys. You do not 4 ant these fellows in the room tomorrow 
morning necessarily, do you ? 

Chairman Ricuarps. We thought maybe you would be available 
Monday or Tuesday if we could get you up here. Could you do 
that ¢ 

Mr. Ontny. Certainly. 

Mr. Bissevu. Surely, Mr. Chairman. 

Chairman Ricuarps. The committee stands adjourned then until 
10 o’clock in the morning. 

(Whereupon, at 5:55 p. m., the committee adjourned until 10 a. m. 
the following day, Saturday, July 28, 1951.) 

(The following was submitted for the record :) 

COMMITTEE FOR EcoNOMic DEVELOPMENT, 
Chicago, Ill., July 27, 1951. 
The Honorable JAMEs P. RICHARDs, 
United States House of Representatives, 
Washington, D.C. 

My DeAR CONGRESSMAN: In response to the recent request of your committee 
I submit for consideration a statement on behalf of the research and policy 
committee, Committee for Economic Development, concerning a program of 
military and economic aid to Western Europe. I trust that the statement will 
be published as part of the committee’s records. 

Sincerely, 
MEYER KESTNBAUM, 
Chairman, Research and Policy Committee. 


STATEMENT ON THE MUTUAL SEcuRITY PROGRAM, SUBMITTED ON BEHALF OF THE 
RESEARCH AND PoLiICy COMMITTEE, COMMITTEE FOR ECONOMIC DEVELOPMENT, BY 
MrYFR KESTNBAUM, CHAIRMAN 


This statement presents the views of the research and policy committee of 
the Committee for Economic Development on the problems of military and 
economic aid to Western Europe.’ These proble ms were studied for several 
months by a CED subcommittee on international economic policy under the 
chairmanship of Mr. Gardner Cowles, president of the Des Moines Register and 
Tribune and Cowles Magazines, Inc. These studies led to the preparation of 
a policy statement entitled “Economic Aspects of North Atlantic Security,’ re- 
leased on May 9, 1951. Copy of the policy statement is attached. The present 
statement is essentially a summary of that document. 

I. We are convinced that the Soviet threat to the freedom of Western Europe 
is as great today as at any time since the end of the war. We believe, further- 





1 The Committee for Economie Development is an organization of businessmen formed to 
study and report on the problems of achieving and maintaining high and secure standards 
of living for people in all walks of life through maximum employment and high productivity 
within a free economy. Its research and policy committee issues from time to time 
statements of national policy concerning recommendations for action which, in the com- 
mittee’s judgment, will contribute to maintaining productive employment and high living 
standards. <A list of the members of the CED research and policy committee is attached. 
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more, that our own self-interest, our treaty obligations, and our cultural affinity 
with Western Europe all require that we share fully in strengthening the defenses 
of Western Europe against the Soviet challenge. On these propositions, of 
course, there is fairly general agreement in the United States today. There 
seems to be less agreement, however, on the nature of the broad strategy that 
we should employ in seeking to thwart Russia’s hostile designs on Western 
Europe. This question was carefully examined by the committee. 

Our strategic thinking must depend, of course, on our analysis of the precise 
nature of the threat we are combatting. Is it the danger of military aggression, 
either in the form of a eneral onslaught by the Red Army or in the form of 
local Communist aggression on the Korea pattern against a European country? 
Is it the danger of political and economic decay in Western Europe, which will 
leave Europe prostrate and incapable of resisting Soviet expansion? Is it 
the danger of internal subversion by native Communist parties trading on weak- 
nesses and inequities in the political and economic structure aggravated by re- 
armament? 

It is clear that the threat to Western Europe embraces all of these possibilities. 
It is doubtful, indeed, whether the Politburo knows today what tactics it will 
employ a year hence. The hypothesis which is probably valid and certainly 
safest is that the Russians will exploit weakness and vulnerability wherever 
they may appear. The provocation which the Soviet rulers will always recognize 
is the provocation of opportunity. If a year or two hence the western powers 
have failed to organize sufficient military power to offer effective resistance, the 
Soviet strategists may decide to strike sooner rather than later. If, on the 
other hand, the western powers should commit themselves to an all-out mobiliza- 
tion which would, if sustained over a iong period of time, impair their under- 
lying productive strength and leave them economically exhausted, the Soviet 
leaders might decide to bide their time. Likewise, if European rearmament 
should force a sharp reduction in European living standards, seriously aggravate 
inequities in the distribution of income, and give rise to an explosive inflation, 
Soviet tactics might well revert to the emphasis on internal subversion which 
characterized the years immediately after the war. 

Given the flexibility of Soviet tactics, it is clearly the task of the western 
powers to organize a comprehensive and balanced security program which 
leaves no breach wide enough to invite a Soviet thrust. In view of the present 
military weakness of the western alliance, first priority must now obviously be 
given to rearmament. The rearmament effort must be on a scale sufficient to 
create within 2 or 3 years a military force able in the event of open war to check 
an onslaught by the Red Army until the full war potential of the United States 
and the allied free nations could be mobilized and brought to bear on the ag- 
gressor. At the same time, it must not be on a scale so vast that it cannot be sus- 
tained during a long-armed alert without undermining political stability and 
economic strength. It must be organized and administered so as to mini- 
mize harmful effects on living standards, on economic stability, on productive 
efficiency, and on economic growth. It must be accompanied by positive meas- 
ures, both national and international, to raise the productive strength and effi- 
ciency of Western Europe and the morale and spirit of the European people. 
In brief, it must take place in a climate which sustains and strengthens the 
hope of the people of Europe for a better future as free men. 

Next to the failure to rearm, perhaps the costliest error that the United States 
and its allies could make in the next few years would be to act as though re- 
armament and security were synonymous. The contest between the Soviet 
Union and the West is ultimately a contest of strength, not of arms alone. 
Strength embraces not only armed might, but in addition all those less meas- 
urable elements—such as greater productivity, efficiency, equity in the distri- 
bution of income, political and economic stability, and social cohesiveness and 
spirit—which are the real sinews of national power. The Marshall plan, which 
has been the most successful element in our postwar foreign policy, was suc- 
cessful precisely because it recognized and emphasized the economic and social 
aspects of European security. It is imperative that this emphasis be preserved 
and sustained in the rearmament period upon which we are entering. The 
rearmament program must be regarded as supplementing, not replacing, the 
cooperative etfort to build a productive, stable, and united Western Europe. 

Il. How much of a rearmament program can the continental European mem- 
bers of NATO support out of their own resources without jeopardiing their 
political, social, and economic stability’ While no one can answer this ques- 
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tion in exact quantitative terms, we believe it is possible to weigh the factors 
which are pertinent to this judgment. Our analysis leads us to disagree both 
with those who hold that the continental countries are so weak and unstable 
that they cannot safely undertake any expansion in their military programs, 
and with those who would ignore economic and political limitations and would 
insist that the continental countries rearm up to the limit of their physical 
potential. 

We believe that the continental countries of Western Europe are capable 
of making a substantial contribution to the combined rearmament effort. While 
a major rearmament program would have been inconceivable in the conditions 
of 1947-48, the tremendous economic advances which Western Europe has 
made under the Marshall plan today provide a margin of resources sufficient to 
support a higher level of military preparedness. Moreover, considerable scope 
exists for the expansion of European output above present levels. Much of 
the European investment in productive facilities which was made possible 
by the Marshall plan will begin to bear fruit in 1951 and 1952. The growth of 
Western European agricultural and industrial output continued at a steady 
rate through 1950, and further growth is possible in the years ahead. There are 
several million unemployed workers in Italy and Germany, and there is sub- 
stantial concealed unemployment—i. e., meagerly productive employment—in 
France and other countries. Further additions to output could be obtained 
by attracting women into the labor force, by raising productive efficiency 
through increased specialization and trade within Europe, and by continuing the 
present ECA Technical Assistance Program under which United States technical 
experts contribute advice and assistance to European producers, and European 
technical personnel study American productive techniques in this country. 

At the same time, there are important limitations on the scope of the conti- 
nental rearmament effort which it would be perilous to ignore. First, it must be 
kept in mind that the rapid economic recovery of these countries since early 
1948 was from a level far below prewar. Per capita consumption in Italy and 
Germany is still substantially below prewar, and in France, large sections of the 
population have a standard of living very materially lower than in the 1930's. 
In addition, the coal production of the four major continental countries is still 
below prewar, and their food production has not risen as fast as their popula- 
tion. 

But the most serious limitations on the ability of these continental countries 
to rearm rapidly become apparent only upon examination of the problems of 
managing the diversion of economic resources from civilian to military uses, 
A government can accomplish this diversion in any of three ways, or by some 
combination of them: (1) It may employ fiscal or monetary measures, such as 
drastic increases in taxation, reductions in nondefense spending, and strict con- 
trol of credit, while relying on military orders and the operation of selective 
credit controls to divert economic resources to military production; (2) it may 
suppress the price inflation accompanying the enlarged military production de- 
mands by the use of direct controls, such as price and wage control and con- 
sumer rationing, while employing priorities and allocations to move resources 
into military production; or (3) it may simply employ or permit open inflation, 
using bank credit or the printing press to the extent necessary to outbid civilian 
demand for labor, production facilities, and materials. 

In the major continental countries, however, there are unusually formidable 
obstacles to the successful use of the first two methods, while the method of 
unrestrained inflation would have economic and political effects fatal to effective 
rearmament and to the value and reliability of these countries as partners in 
the North Atlantic Treaty system. 

The governments of these countries tend to be rather unstable coalitions em- 
bracing divergent political and economic opinions. Such governments have great 
difficulties in raising taxes, in reducing less essential government expenditures, 
and in mobilizing public opinion. Their budgets are already heavily loaded with 
socal security charges, pensions, and other politically sensitive transfer pay- 
ments, and with large public investment programs necessitated in part by the 
relative timidity of private capital. Though their public revenue systems are 
antiquated and inequitable, they are already drawing off a large percentage of 
the national income. Personal savings are at low levels. The history of their 
currencies over the last generation and the uncertain prospects for their future 
have severely impaired public credit. 

Moreover, the sensitivity to price inflation in these economies is great. The 
history of periodic inflation over the last generation has produced an abnormal 
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sensitivity by all economic groups to price increases. With any inflation scare, 
liquid holdings are invested in goods or black market gold or dollars, thus fore- 
ing up prices and black market exchange rates and aggravating capital flight. 
In these circumstances continental finance ministers and central bank officials 
have a deep-seated fear of inflation and of central bank financing which helps 
to account for their caution in expanding their military budgets. 

This is not to say that the governments of these countries are not aware of 
the Soviet peril to their independence, nor is it to say that they underestimate 
the urgency of the need for rearmament. It does mean, however, that the con- 
tinental governments must operate within a range of policy alternatives which 
is narrowed considerably by the economic vulnerability and political fragility 
of their societies, What may appear to be an inadequate rearmament effort 
when judged in terms of the tolerances of the United States and British econ- 
omies may very well be substantial in the context of the economic and social 
capacities of the continental countries. It must be recognized that the instability 
of the political situation and the strains in their societies and economies have 
imposed limits on the extent of the rearmament effort which their governments 
can undertake. This is an unwelcome conclusion, but it is a conclusion which 
we can ignore only at our peril. 

Before the Korean War the continental members of NATO are reported to 
have had about 1,000,000 men under arms, but were spending for military pur- 
poses only about $2.75 billions annually, or about 5 percent of their combined 
gross national product. On optimistic assumptions these countries might be 
able over the next few years to double their manpower under arms, and perhaps 
to approach a doubling of their combined gross product devoted to armament. 
If the political difficulties can be resolved, Germany might be able to make a 
contribution of proportionately similar size in relation to her gross product. 

Ill. The productive resources which Europe devotes to an eXpanded military 
program will have to come either from increased production over present levels, 
or from cuts in European consumption, nonmilitary government expenditures, 
investment, or exports. It has already been pointed out that there is consid- 
erable scope for the expansion of European output. To the extent that this 
potential is realized, the European NATO countries will be able to make their 
contribution to the joint rearmament program without subjecting their econo- 
Inies to severe strain. But it would be too optimistic to count on an expansion 
of output sufficient in a short time to make possible a rearmament program of 
the magnitude required. Thus, while it will not be possible to avoid some re- 
ductions in the nonmilitary uses of output, it must be urged as a matter of the 
highest importance that these cuts be made where they will do a minimum of 
damage to the economic strength and political stability of Western Europe. 

It is relatively easy in the short run to mobilize resources for rearmament 
by taking labor, materials, and end-products away from the export industries. 
To some extent this will be unavoidable, since some productive facilities now 
being used to produce goods for export will have to be converted to the pro- 
duction of military goods—for example, the use of automobile plants to pro- 
duce military vehicles. But it is important, in the larger strategy of sustaining 
the economic health of Europe, to hold to a minimum the curtailment of Buro- 
pean exports. There is great danger that the export markets which Western 
Europe lost during the last war, and slowly and painfullly regained from 1946 
to 1950, might be lost again. The prospect of a Western Europe able to sup- 
port itself by two-way trade in the world economy might again become as remote 
as it seemed in 1946. If this happens, one of the most important achievements 
of the Marshall plan period will have been nullified. Accordingly, the United 
States should urge the European governments to take the steps necessary to 
sustain exports, and should administer and allocate United States aid so as to 
encourage such a policy. 

Cuts in consumption could also release resources for rearmament, but it would 
be perilous to ignore the fact that there exists litthe margin for curtailing Euro- 
pean consumption without inviting social unrest and mounting internal political 
tension. The people of Western Europe have been on short rations for a 
decade. The courage and spirit of many Europeans have been sustained in 
the difficult years since the war by the hope for a better future. To replace 
this hope with a call for severe belt tightening raises the danger of opening 
a political breach as wide as the military breach which this policy is designed 
to close. 

It may well be that a modest and temporary reduction in consumption stand- 
ards is unavoidable. How such cuts will affect morale, however, will depend 
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to an important extent on whether or not the burden is shared equitably by 
different groups in the population. If the curtailment of consumption is en- 
forced by inflation, or by increasing already excessive sales taxes and other 
indirect taxes, a disproportionate share of the burden will fall on the lower- 
income groups. The adoption of equitable taxation policies by the European 
governments can do much to minimize the harmful morale effects of consump- 
tion cuts. 

Improvements in the efficiency of governmental administration and elimination 
of nonessential activities would make possible significant reductions in the non- 
military expenditures of the continental governments without impairing neces- 
sary public services. Such reductions can and should be made, and the United 
States should use its influence to encourage administrative reforms. 

Domestic and foreign investment would be the area in which the deepest cuts 
could safely be made if the objective were to achieve a maximum of military 
power in anticipation of an inevitable and imminent war. Such a policy might be 
disastrous, however, if the present crisis should develop into a long armed 
alert. The failure to maintain a moderate rate of capital formation over 
the years ahead would dash the hopes of the people of Western Europe for a 
gradual improvement in their condition of life, and would dangerously weaken 
European morale. 

The Western European countries cannot allow their economies to stagnate 
as the price of a rapid military build-up. They must maintain a moderate and 
steady rate of growth in their industrial and agricultural productivity. However, 
since the Marshall plan made it possible for some of the European countries to 
maintain an unusually high rate of capital formation, it would appear that some 
selective reductions in investment could be made without seriously adverse effects. 
Some pruning could be made in the area of retail and wholesale trade, in road 
building and similar types of public investment, and in other areas not directly 
related to industrial and agricultural production. 

We conclude, then, that the resources for European rearmament should come 
to the maximum extent possible from increased output—and the possibilities 
here are substantial. They should come from reduced exports only to the extent 
that a reduction in exports is unavoidable, from reduced consumption only to a 
minor extent, from governmental economies to the extent possible, and from 
selective cuts in investment designed to release some resources from this area 
without impeding fundamental economic growth. 

IV. These considerations clearly point to the need for substantial military and 
economic aid to the continental countries. Without access to military plans and 
estimates, it is not possible to say what contributions in military equipment, in 
forces, and in economic assistance are necessary; but certain qualitative conclu- 
sions are reasonably clear : 

1. The continental countries can be expected to contribute a very large pro- 
portion of the manpower requirements of Western European defense ; but a large 
part, perhaps the major part of the equipment requirements must be supplied 
by the United States and Great Britain. 

2. For the near future, the rearmament effort of the continental countries will 
not have reached the point where it increases very significantly their immediate 
ability to repel aggression. Accordingly, it is during this period of 1 to 2 years 
ahead that the presence in or immediate availability to Europe of American 
and British divisions and air groups is most important. 

8. The position of Great Britain must be distinguished from that of the con- 
tinental countries on a number of grounds: the substantially higher real per 
capita income of Britain; its economic recovery, which made possible the suspen- 
sion of Marshall plan aid in December 1950; the strength which Britain derives 
from her position as center of the sterling area; and most important of all, the 
high level of national cohesion and the comparative stability of governmental 
authority which exists in Britain. For these reasons we can fairly expect from 
the British for the time being a military effort substantially larger in relation 
to their resources than in the case of the continental countries. Britain’s present 
military program is in fact larger relative to her national income than the likely 
maximum military effort which the continental countries can achieve. 

4. The continental countries will need general economic aid from the United 
States, Britain, and the British Commonwealth of Nations in addition to the 
projected transfers of arms and military equipment. In view of the sharp in- 
creases in the prices of food and raw material imports, and the likely effect of 
European rearmament on import needs and export availabilities, the continental 
dollar deficit seems likely to increase again. Moreover, the effect of the rearma- 
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ment boom on prices in the sterling area has created a very large sterling deficit 
for the continental countries. Since their sterling imports are to a large extent 
essential materials and foodstuffs which cannot be foregone, these countries will 
also need special sterling assistance. 

5. It is not possible, on the basis of the data available to us, to make an esti- 
mate of the cost to the United States of military and economic aid to Western 
Europe on a scale consistent with the considerations advanced in this policy 
statement. The administration program of aid to Europe, both military and 
economic, totals nearly $7 billion for the present fiscal year. This is a substantial 
sum which should have the most careful scrutiny before funds are voted. We do 
not base the information needed to enable us to judge whether the total amount 
requested is necessary. If, on the basis of detailed data submitted to your 
committee, the full amount is justified, the cost is one which, in view of the 
incalculable consequences of failure, the United States should be prepared to 
assume. ‘ 

V. The major question concerning the content of United States aid to Fu- 
ropean rearmament is the extent to which it should be provided in the form of 
military equipment (end-item aid) and in the form of civilian goods or services 
or free dollars (economic aid). 

There appears to be a widespread confusion over this question, which mani- 
fests itself in a tendency to exaggerate the importance of the choice between 
end-item aid and economic aid. It is erroneous to regard end-item aid as facili- 
tating the realization of nonmilitary objectives. Actually, as a matter of prin- 
ciple, once the detailed targets of European rearmament are set, these targets 
could be reached by either of these roads. Thus, if all aid were given in the 
form of military end items, it would be possible to concentrate European indus- 
try and labor more heavily on export, closing the balance-of-payments deficit 
and making economic aid unnecessary. Conversely, if only economic aid were 
given, the European countries could divert facilities and manpower from pro- 
duction for export and domestic consumption to produce their own military 
equipment ; the balance-of-payments deficit resulting from the necessary increase 
in imports of consumer goods and reduced exports would be covered by the 
economic aid. Thus in either case, United States aid would contribute to the 
realization of military objectives. 

In practice, aid should be given in both forms. It will probably prove expe- 
dient to give most of the aid in the form of major military end items, such as 
aircraft, tanks, artillery, and the more complex forms of signal equipment, while 
the continental countries concentrate on the production of other vehicles, of-the 
smaller and simpler ordnance items, and on the general support of NATO forces 
stationed in Europe. But modifications of the program will have to be made 
as the situation changes and some provision for administrative flexibility in 
shifting funds from one category to the other would appear to be desirable. To 
make a rigid legislative allocation of funds between the two categories would 
rule out the possibility of adjusting the form of aid in particular situations in 
order to achieve maximum efficiency in the combined military-production 
programs. 

As concerns the administration of United States aid to European rearmament, 
the most important consideration is the conception and the purpose with which 
it is carried out. If it is handled passively, simply as a problem of transferring 
resources to Europe, it will accomplish only a small part of its potential. Only 
if it is used as a means of effecting a coordination of military effort and economic 
policy among the NATO governments can we hope for results in Europe com- 
mensurate with our economic sacrifices and those of the Europeans. This 
problem of conception and purpose is central; the forms and techniques of 
administration should serve that end. 

Authority for the administration of aid should be centralized as much as 
possible, both in Washington and in Europe. Economic aid should be adminis- 
tered as at present by the ECA or by whatever new foreign economic operations 
agency may be established. This agency should act as claimant agency for 
foreign requirements, and consideration should be given to vesting in this agency 
authority to administer United States export controls and to procure from 
abroad materials in short supply. Military end-item aid should continue to be 
administered by the military departments. Close coordination of the adminis- 
tration of economic and military aid is essential to an effective foreign-aid 
program. 

VI. The rearmament of Western Europe poses issues of a degree of difficulty 
and complexity such as the United States has seldom had to face in its foreign 
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relations. Whether the cold war will last for 2 years or 20, no one can foretell. 
Whether Soviet pressure against Western Europe will next take the form of 
military attack, diplomatic offensive designed to split the western alliance, or 
fifth-column subversion based on internal political and economic weakness is 
equally uncertain. Confronted by these crucial imponderables, our task becomes 
nothing less than that of organizing a program of mutual defense which we and 
our allies can sustain indefinitely, and which is capable of deterring or repelling 
a Soviet thrust in whatever arena the Soviets may choose. By demonstrating to 
the Russians the futility of further efforts to bring Western Europe under Soviet 
control, we would hope thereby to lay the basis for a durable negotiated settle- 
ment with the Soviet Union. This task will challenge to the limit the stability, 
the wisdom, and the skill of our foreign policy, and thereby the moral resources 
and the basic maturity of the American people. 

Our participation in the European security program must be sustained and 
unwavering. The rearmament effort of the continental countries will be weak- 
ened by timidity and hesitancy so long as they doubt the steadfastness of purpose 
of the United States, and fear that some future reversal of United States policy 
may leave them to face the Red army alone across a few hundred miles of Ger- 
man plain. To dispel this fear, our every official act and utterance should 
reflect our determination to share in the defense of Western Europe until the 
Soviet threat to the freedom of that region is abated. 

The common goal in Western Europe must be seen as balanced security—not 
as rearmament alone. Our strategy in Western Europe will be dangerously 
defective unless it is squarely based on the recognition that the Soviet threat is 
not just military aggression, or diplomatic maneuver, or internal subversion, but 
any of these alone or in combination. Consequently, the security of Western 
Europe requires that her defenses be strengthened against all the weapons of 
Soviet imperialism. The pursuit of this objective will necessitate continual 
compromise between greater armed strength on the one hand and economic well- 
being and advancement on the other. Decisions will have to be made day by 
day as to whether the cause of European security would be strengthened by the 
establishment, for example, of another infantry division at the cost of a further 
reduction in industrial investment. Such questions cannot be answered con- 
clusively, and they may be answered wrong. But it is a matter of the highest 
importance that such questions be asked, and that the direction of the rearma- 
ment program be so organized as to assure that they will be asked: for the 
security of Western. Europe must be understood as resting upon the condition 
of life of the people of that region, on their hope for a better future, and on the 
social and political unity of their countries—as well as on their armed might. 
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J. Cameron Thomson, president, Northwest Bancorporation, 1215 Northwestern 
Bank Building, Minneapolis 2, Minn. 

W. Walter Williams, president, Continental, Inc., 810 Second Avenue, Seattle 4, 
Wash. 

Theodore 0. Yntema, vice president, finance, Ford Motor Co., 3000 Schaefer 
Road, Dearborn, Mich. 

J. D. Zellerbach, president, Crown-Zellerbach Corp., 348 Sansome Street, San 
Francisco 19, Calif. 


STATEMENT ON BEHALF OF THE CONGRESS OF INDUSTRIAL ORGANIZATIONS, Sus- 
MITTED BY NATHAN E. Cowan, Director, CIO LeGisLatTive DEPARTMENT, IN 
Support OF ECONOMIC ASSISTANCE TO THE STATE OF ISRAEL 


The Congress of Industrial Organizations fully supports H. R. 3458, introduced 
by Mr. McCormack, of Massachusetts, and H. R. 3488, introduced by Mr. Martin, 
of Massachusetts, authorizing economic assistance to the State of Israel. We 
hold it of prime importance to give financial aid to this new democracy as part of 
our program to strengthen the free world against Communist aggression. 

We, who are not military experts, would write into this record our conviction 
that Israel can play a formidable and impressive part in democracy’s defense. 
That conviction is based on an intimate knowledge of the social and spiritual 
forces which have given life to this new modern state. Here, in a derelict, barren, 
and feudal part of the world, there has emerged a real democracy, cherishing 
the ideals to whose defense we are dedicated, preserving them and endowing 
them with vitality by seeking to express and realize them in their daily life. 

We have a profound appreciation of the fact that the young State of Israel has 
arisen on foundations firmly laid by free labor. This is the one state in the 
Near East in which workingmen have developed the very same institutions which 
we in America hold so dear. It is the one state in the Near East where the 
idea of freedom is transcendent, arising above all other considerations. This, 
we as Americans know and understand and that is why Israel is a reality so 
readily understood and appreciated by American eyes, 

I have spoken in general terms. I will be specific. 

In Israel, the general federation of labor is known as the Histadruth. It is 
older than the state and it has helped to fashion it. It was founded by 4,400 
Palestine pioneers just 30 years ago. Theirs was not the task of organizing 
labor within the framework of an existing economy—they had to begin by creating 
the worker, teaching him a trade, They also had to create work for the worker. 
In those days, Palestine was a disease-ridden and barren wasteland and so the 
Histadruth had to assume also the responsibility for ministering to the health 
needs of the worker through its own medical organization. 

Idealistically, the Histadruth was devoted to the purpose of building a Jewish 
homeland on democratic principles. At the same time, it was devoted to the 


85708—5 1——_85 











ee ee 


1334 THE MUTUAL SECURITY PROGRAM 


transformation of the people into productive workers. It had to raise living 
standards and it had, at the same time, to establish itself in industrial and 
agricultural enterprises to give jobs to all. 

Today, Histadruth has a membership of 340,000 adult workers, representing 
70 pereent of the working population. Today Histadruth has become both the 
symbol and instrument of cooperation in the highest sense of the term. 

I want to tell you more about this unusual labor movement. I know that this 
is not a committee concerned with labor and its problems. There is another 
committee for that purpose. You are concerned with our foreign policy and that 
is precisely why I want to enlarge on this discussion, For it seems to me if we 
are sincerely concerned to combat the rise of communism in the feudal areas of 
the world, we must think not solely in terms of guns and armaments, in negative 
propaganda. We must think of positive and workable systems of life which meet 
the daily needs of people and which give reality to their hopes and aspirations 
for the future. Here in Israel is a society where capital and labor cooperate in 
the common interest. It is the democratic system proving its independence, 
fulfilling its purpose. We believe that its steady advance and its consistent suc- 
cess will reflect great credit on the democratic way of life. 

Histadruth, the federation of labor, is everywhere in Israel. I have spoken 
of its 340,000 adult membership. 

Twenty percent of that membership is found in the 500 agricultural settle- 
ments of the country. Thus, there is the closest cooperation between settlers 
in agriculture and the workers in industry. 

The Histadruth maintains 16 vocational schools and 15 farm schools in various 
parts ef Israel—a number of these established with funds provided by the CIO. 
During the 1950-51 school year, the 1,109 Histadrath educational institutions 
conducted classes for 78,000 pupils, or 37 percent of the total. The Histadruth 
educational system includes kindergartens, elementary and high schools, night 
schools for working youth, and teachers’ seminars. There are 3,482 teachers 
and 700 kindergartens in the Histadruth schools. 

There is a real partnership in Israel between labor and management. Thus, 
a little over a year ago, the Histadruth took the initiative in setting up joint 
production boards—representing labor and management—as a means of increas- 
ing industrial output. This has proved of real benefit to the country as a whole. 
In all its activities the Histadruth has worked hand in hand with management. 
In fact, and this is one of its unique characteristics, Histadruth has gone in 
partnership with private capital in industries which have developed out of its 
primary building and agricultural interests. Quarries, brick factories, cement 
works, an iron foundry, and a glass factory, were acquired to insure a regular 
supply of building materials and equipment to Solel Boneh, the Histadruth Con- 
struction Co., which is the largest of its kind in the entire Near East. 

You will ask whether Histadruth is concerned about the Arabs in Israel. 

As far back as its 1928 convention, the Histadruth set forth as basie policy 
the principle that “creation of friendly relations with the Arab workers shall 
henceforth constitute one of the primary tasks of Jewish labor.” This was 1 
year after the Histadruth took the initiative of organizing the Palestine Labor 
League for Arab Workers, which today has a membership of some 35,000 Arabs. 
The total Arab population in Israel is 175,000 enjoying equal rights and privi- 
leges with their Jewish compatriots. This was a great step forward for the 
Arabs. Today, the Arab worker is an equal to his Jewish coworker in Israel. 
He benefits from the Histadruth which has set up a special Arab department 
within its framework. He receives treatment from the Histadruth Medical 
Organization. His trade-union rights are guaranteed, thus assuring him a decent 
living standard, He partakes in various cultural activities and profits from 
consumers’ and marketing cooperatives. 

Only in January of this year, an important step in the development of the 
Arab cooperative movement took place when representatives of 21 consumers’ 
cooperatives—including 10 tobacco-growing cooperatives—from Arab villages in 
Galilee met to elect a coordinating council. The Histadruth had been active 
in these villages and saw in the organization of marketing cooperatives a key 
to raising living standards for Arabs and an opportunity for improving their 
agricultural methods. The Histadruth, therefore, began organizing local mar- 
keting cooperatives in the villages; these in turn to constitute a central coopera- 
tive which collects the produce for resale at its markets in the towns. 

Consumers’ cooperatives are also beginning to appear in Arab villages as a 
result of Histadruth encouragement, and the Histadruth hopes to use this medium 
for educational purposes by familiarizing the peasants with a range of goods, 
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such as kitchen and household implements, work tools, and a variety of seeds, 
which will be on sale there. The cooperatives get an initial loan, as well as 
help and guidance, from the financial instrument of the Histadruth’s Arab 
department. 

If I have given you these detailed facts and figures it is to emphasize that 
our friendship for Israel and its labor movement is based not alone on sentiment 
but on appreciation of attitude and achievement. ; 

In 1949 a CIO delegation, chairmaned by President Jacob S. Potofsky, of the 
Amalgamated Clothing Workers of America, and including President Joseph 
Curran, of the National Maritime Union, and Maxwell Brandwell, acting as their 
adviser, visited Israel to make a detailed study of both labor and governmental 
progress in the new nation. On their return to the United States, they reported 
that there was no iron curtain in Israel. Rather, they found Israel to be “a 
giant goldfish bowl in which every occupant is eager to show his record and his 

lans.” 

" The members of the CIO delegation voiced their complete satisfaction with the 
Histadruth and the Government of Israel as democratic champions in the Near 
East, and recommended support by the ClO of further substantial financial aid 
by the United States Government to the Republic of Israel. The delegation 
recommended also that the moral and financial support extended in the past 
by the CIO to the Histadruth “should be continued in even greater measure in 
the future.” 

There is no question as to where Israel's labor movement stands in the present 
world crisis. The Histadruth has withdrawn from the Communist-dominated 
World Federation of Trade-Unions, and on April 5, 1951, the Histadruth refused 
to receive a delegation from the World Federation of Trade-Unions, to discuss 
this question further. The CIO is confident that in the near future the Hista- 
druth will be welcomed as a full-fledged member of the World Confederation of 
Free Trade-Unions, where it will have the opportunity of making its contri- 
bution to the democratic world labor movement. 

The CIO and the Histadruth have maintained liaison with one another for 
many years to their mutual benefit. President Philip Murray himself has served 
and is serving now as an honorary chairman of the National Committee for 
Labor Israel—and the CIO has further demonstrated its keen interest in and 
friendship with the workers of Israel by adopting resolutions on Israel and the 
Histadruth at its national conventions. 

I have attached to this statement the complete text of the last resolution on 
Israel and the Histadruth which was adopted unanimously at the twelfth con- 
stitutional convention of the CIO in Chicago, Ill., in November 1950. 

I have confined my statement to an analysis of Israel’s labor movement and 
the affinity with our own. Others can testify more eloquently on the economic 
crises which Israel faces because of its immigration program. But I would add 
these observations on this dramatic migration which surely must excite our 
admiration. Since the rise of totalitarianism in Europe and Asia, nazism in 
Germany, and communism in Russia, a host of men and women who believed in 
free labor and fought for its rights were crushed and destroyed. A few somehow 
survived. Many of these have found refuge in Israel, the one country in the 
world which maintains an open-door immigration policy. By far, the greatest 
number of Israel’s immigrants, and surely all who have come from Europe, are 
refugees from nazism and communism. The concentration of this force of 
freedom’s advocates in Israel make this little country one of the strongest 
democratic oasis in its part of the world. 

Israel is the pilot plant of the Near East. Its democratic ideas must inevitably 
affect her neighbors, for ideas can surmount boundary lines and overcome 
boycotts and blockades. 

American aid to Israel is crucial to Israel's stability. If we can help this 
little country to become strong, it can become the eloquent advocate and the 
stout defender of all that we as Americans hold dear. A grant-in-aid by this 
Congress to Israel for $150,000,000 will do much to make Israel an impregnable 
fortress for democracy in the Near East. It is eager to assume that role. We 
Americans must help it do it. 


CIO RESOLUTION—ISRAEL AND HISTADRUT 


The young State of Israel in the third year of its existence is engaged in the 
historic task of providing a free and secure home for hundreds of thousands 
of uprooted and oppressed Jews from many lands throughout the world, having 
received nearly half a million immigrants during this brief period and holding 











1336 THE MUTUAL SECURITY PROGRAM 


its gates wide open for even larger numbers to enter during the next few years. 

The State of Israel has succeeded in converting these helpless and homeless 
human beings into a productive, dignified, and free community imbued with 
the ideals of democracy and social justice. 

The democratically elected government of the State of Israel has ably demon- 
strated its capacity to serve the new nation and concern itself with the welfare 
of all its citizens, Jews and Arabs alike, promoting universal education, freedom 
of worship, freedom of the press and respect for individual rights. 

The State of Israel has fulfilled its obligations of membership in the United 
Nations and has demonstrated its sense of responsibility to world peace by 
supporting the United Nations resolution condemning the act of aggression in 
Korea and has offered from its limited resources to aid the United Nations in 
restoring peace in Korea in keeping with the purposes and aims of the United 
Nations. 

The Histadrut, the Israel labor movement, plays a prominent part in the life 
of the country and has been largely responsible for incorporating into its laws 
and customs many progressive labor principles that protect the working condi- 
tions, living standards and human values of the working population which con- 
stitutes the overwhelming majority of the entire population of the country. 

This Histadrut, through its cooperative institutions serves the health needs 
of 600,000 Israeli; fosters educational and cultural activities ; provides vocational 
training for youth and adults; erects cooperative housing projects for workers 
at low cost; and safeguards the democratic fabric of the State of Israel in every 
possible manner. 

The State of Israel is still burdened with the great responsibility of absorbing 
hundreds of thousands of homeless people each year and is further hampered 
by a huge defense budget due to the failure of the neighboring Arab States to 
conclude a permanent peace treaty with Israel as has been sought by the State 
of Israel, the United Nations, and the United States. 

The Congress of Industrial Organizations has consistently expressed deep 
interest in the entire dramatic and rewarding struggle of the Jewish people 
to establish their national home, and has extended invaluable moral, financial, 
and political aid for the attainment of this goal. 

President Philip Murray, on January 10, 1950, in joint and close cooperation 
with President William Green of the American Federation of Labor, called upon 
President Harry S. Truman and expressed the abhorrence of the American 
labor movement that the Arab States of the Middle East were being rearmed 
with weapons for aggressive warfare by Great Britain, and that this excessive 
rearmament constituted a grave and direct threat to the democratic State of 
Israel; and urged that our Government act to halt this shameful and dangerous 
arms race. 

The Congress of Industrial Organizations has extended moral and financial 
aid to the General Federation of Jewish Workers in Israel, Histadrut, thys aid- 
ing it in its promotion of a bona fide trade union movement that is vital not only 
for the welfare of the state of Israel but for all the nations of the Middle East, 
where labor is notoriously exploited and unorganized : Now, therefore, be it 

Resolved, This convention extends its heartiest greetings to the democratic 
state of Israel upon its splendid progress despite adversity, and pledges its 
continued moral and material support so that Israel may enjoy uninterrputed 
growth, lasting peace, and international fellowship. 

The CIO convention takes cognizance of the decisions of the second American 
Trade Union Conference for Labor Israel, held in Washington, D. C., on June 
16-18, 1950, to mobilize the fullest moral and material support of American 
labor on behalf of the constructive program of Histadrut in Israel, primarily 
the absorption of immigrants, maintenance of vocational schools, medical services, 
educational institutions, industrial and agricultural cooperatives, trade union 
organization, and similar activities which mold the democratic character of the 
state of Israel. 

The convention endorses the efforts of the American Trade Union Council of 
the National Committee for Labor Israel to raise through voluntary means the 
sum of $2,000,000 among the American trade unions for the above-mentioned 
constructive purposes of Histadrut during the year 1950-51. 
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SATURDAY, JULY 28, 1951 
Hovse or REPRESENTATIVES, 
CoMMITTEE ON ForeIGN AFFAIRS, 
Washington, D.C. 


The committee met in the House Foreign Affairs Committee room, 
the Capitol, at 10 a. m., Hon. James P. Richards (chairman) presiding. 

Chairman Ricuarps. The committee will come to order, please. 

Ladies and gentlemen, we will continue hearings on the mutual 
security proposal. We are privileged to have with us this morning 
Ambassador Charles M. Spofford, United States Deputy to the North 
Atlantic Council, NATO operations in Europe; Gen. A. Franklin 
Kibler, Director, Joint American Military Advisory Group for 
Europe; the Honorable Milton Katz, ECA Special Representative for 
Europe; and Hon. William L. Batt, United States member, Defense 
Production Board for European Production. 

Gentlemen, we are mighty glad to have you here with us this morn- 
ing. The committee that went to Europe was very much impressed 
with your spirit of cooperation and your knowledge of your job. It 
is mighty good of you to be here to let some of the other members of the 
committee, who could not go to Europe at the time on the special com- 
mittee, receive the benefit of your advice and experience. 

Mr. Coolidge, I expect the best. way to proceed would be to follow 
the team system here, and let each one make a statement. I want to 
tell you gentlemen that we are a little punch-drunk about long written 
statements. We want your statements to be in the record no matter 
how long they are, but if you can abbreviate them and just cover the 
main points, we will appreciate it. 

Mr. Coortmer. I think, Mr. Chairman, you will cover ground if 
you will follow that procedure. 

Chairman Ricuarps. That is in no way to minimize what you will 
want to tell us. I do not mean that at all. You can see what I am 
driving at. We will hear first from Ambassador Charles M. Spofford. 


STATEMENT OF HON. CHARLES M. SPOFFORD, UNITED STATES 
DEPUTY TO NORTH ATLANTIC COUNCIL FOR NATO OPERATIONS 
IN EUROPE 


Ambassador Sporrorp. Thank you, Mr. Chairman. Following your 
suggestion, and Mr. Coolidge’s, I think we would like not to read the 
prepared statements, but talk briefly and informally from them. 

e would like to follow the team procedure which we did when 
we met with you in Paris. We shall attempt to make our opening 
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presentations brief, as a basis for answering your questions and dis- 
cussing the problem with the committee. 

We constitute, as a team, the European coordinating committee. 
The four of us here—General Kibler, representing General Handy— 
meet as a committee periodically in Europe, our objective being to 
make sure we are all pulling together as an effective team to accom- 
plish United States objectives in Europe, primarily through the in- 
ternational organizations on which we represent the United States. 

In addition to our regular formal meetings, we have a staff which is 
in constant contact. We emphasize in our day-to-day work the team 
concept as the only effective means of accomplishing United States 
objectives. 

The previous witnesses which have been before you in your long 
hearings have testified to the fundamentals of the United States pol- 
icy which underlie the defense effort. I think it is unnecessary for 
us to cover that ground. I think we all agree, and completely affirm, 
that the defense of Europe is inextricably linked with and 1s essen- 
tial to the security of the United States; and, also, the building, 
through the Treaty Organization, the North Atlantic Treaty, of a 
shield against external aggression is necessary and a logical exten- 
sion of the shield against internal aggression which was created 
through the European recovery program. 

I think we can usefully help your committee if we give you our 
estimate of the situation, such facts as you wish to bring out through 
our testimony, and answer your questions. 

I should like first to say a very brief word about the Treaty Organi- 
zation itself. You have had the details; you have had the chart; you 
are familiar with the structure. 

I want to make just two comments on our organizational problem 
overseas. Qne is to stress a fact which may be obvious, but which 
I think is not fully understood, that is the actual function of the 
Treaty Organization. 

This is an international organization, the end result of whose ac- 
tivities is not merely international agreement, not merely a solu- 
tion, but carrying international decisions into effect. There is an 
executive function to be performed. 

The Treaty Organization is not merely to get agreement that there 
will be forces on the ground, production programs, but it has to see 
that the plans are translated into action. That I emphasize because 
that is at the core of the organizational problem which we have had 
over the past year since the Treaty Organization has begun to take 
definitive shape, and is still an important problem for us. 

During the past year the Treaty Organization, primarily because 
of the fact that I have called attention to, has evolved in the direction 
of a more effective international executive mechanism. 

We have simplified and reduced the number of agencies that existed 
a year ago now. We have centralized the authority where it has 
been possible and practical to do so, the outstanding example, of 
course, on the military side of SHAPE, the appointment of the 
coordinator, the head of the Defense Production Boat: 

We have replaced to the extent that it has been possible to do so 
occasional committees with which the Treaty Organization was largely 
staffed a year ago with a permanent organization supported by inter- 
national staffs. 
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I think the evolution in that direction must continue, that we must 
increasingly see a more effective executive form of organization to 
perform this follow-up function, the executive function, which is at 
the heart of the Treaty Organization problem. 

These agencies, of which I have just spoken, I think you must bear 
in mind have been on the ground for a relatively short time; the 
council of deputies, for which I am the United States representative, 
for 11 months, the Defense Production Board for about 6 months, 
SHAPE for 5 months, and the Finance and Economic Board for 2 
months. 

I am not prepared to say, and I do not say, that the organization, 
the international organization, overseas is final, or in its most effective 
form. But I think I can say that we now have agencies which are 
equipped to deal with the main elements of the problem and are staffed, 
operating, and I think becoming more effective. 

That is all I should care to say at this time, Mr. Chairman, on 
organization. I think you will probably wish to return to this sub- 
ject when we come to the questions. 

Ambassador Secopenn! I should like to say a few words on my 
estimate of the situation, and try to give your committee a general 
idea of progress in Europe today. 

I will treat the subject mainly from the political standpoint ; Am- 
bassador Katz will deal with the economic questions; Mr. Batt, with 
production problems; and General Kibler, with the military assistance 
program. 

Those of you who met with us and met with General Eisenhower 
I am sure recall his very forceful statement, which I think represents 
the views of all of us overseas, that the central problem, the problem 
which underlies the entire North Atlantic Treaty operation, is the 
development of determination and confidence in the Europeans, the 
development of confidence in their ability to defend themselves. 

General Eisenhower has said to you, and he says it to everyone that 
he meets with, that no one can defend Europe but the Europeans. 
I think we wholeheartedly concur with that statement. 

The importance of this problem is, I think, recognized by the fre- 
omy with which we are asked the question, Will the Europeans 

ght? 'The question of whether the morale, determination, and con- 
fidence which can effectively defend Western Europe is now in 
existence. 

— of course, is the test of their ultimate ability to defend them- 
selves. 

But we have to look for, and we have to apply daily, more immediate 
tests, not the question of whether they will fight, but will they take 
action now, this month, next month, action necessary to put themselves 
in a position so they may not have to fight; in other words, action to 
accept higher taxes, longer periods of service, civilian controls, and 
the various steps which must be taken to create an effective defensive 
structure. 

These steps depend on the same factors, a combination of deter- 
mination and confidence. 

They are basically, as I think you gentlemen who were in Europe 
realize, problems the solutions of which require political decisions, 
parliamentary backing and public opinion. 
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I well appreciate that you had a great many general statements, a 

‘eat many generalities, and I do not want to deal in this altogether 
in general terms. But I would like to suggest an answer to this 
political question which will be somewhat general in its nature. 

I should like to suggest that we consider that the public opinion 
in Europe since the war has been composed of three main elements: 
those who were with us in any event, those who were against us in 
any event, that is, the hard core of communism, and those who are in 
bet ween. 

We have devoted a great deal of attention to the Communist prob- 
lem, and rightly so, because the Communist problem is the toughest 
= and it is the one which must be solved in the long run if 

urope is to have real security. 

It is a problem in which great progress has been made since 1947, 
and in which great progress has been made last year, despite the 
votes in France and Italy recently, with which you are familiar, 
which showed a continuing popular vote for the Communist Party in 
these two key countries. 

I think we feel there has been a definite decline in the influence of 
the Communist element in the past year, shown by the fact that they 
now are not represented in any government in the North Atlantic 
Treaty governments. They have less control over the labor unions. 
Some of their leaders have defected. Some of their political strikes 
have failed. They have proved themselves unable to obstruct our 
military end-item deliveries. 

I think we agree their influence is diminishing. However, there 
is still a hard core, and I think we have to face the fact that over the 
critical years there will be a Communist problem, particularly im- 
portant in France and in Italy. 

Now, the middle element which I referred to, I think we have 
devoted too little attention to. Like the independent vote in a great 
many districts, we think it may be decisive. I am not talking about 
this middle element in the way of political or parliamentary aline- 
ments, but the large group of those who after the war and up to 
recently have been undecided, uninformed, misinformed, tired, apa- 
thetic, who believe that the United States may have aggressive inten- 
tions, and many of those who saw no alternative to a submission to 
the Soviet if it should choose to move. 

T think there has been a definite and a substantial change in the 
political situation in Europe during the past year. I think public 
opinion is firming up behind the parliaments, behind the governments, 
in support of the defense effort. 

I think it does come about due to the increasing confidence and to 
the shift of this undecided middle element to our side. That is just a 
judgment. I think that represents the judgment of most, if not all, 
of those of us who are working overseas. But we do not have to rely 
entirely on personal judgment. Let me give a few examples, a few 
cases which I think tend to support this conclusion. 

You are familiar with the fact, and I do not want to go into the 
details, that over the past year we have had legislative action in two 
politically sensitive fields, that is, national service legislation and 
defense budgets. 

Each country except Portugal has extended its periods of national 
service and otherwise strengthened its service laws. They are still 
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not adequate in many countries. They are adequate in some, and in 
an increasing number. I think that fact tends to show an increasing 
determination to support the defense effort in that sensitive field. 

Budgets are up approximately 75 percent over pre-Korea. The 
trend is up everywhere. It is steeper in some countries than in others, 
as you know. It is not the maximum possibile; approaches it in some 
cases ; and does not approach it in others. 

There again during the past year I think we feel we can see evidence, 
borne out by applying that test, of increasing confidence and support 
for the defense effort. 

I could mention other things that do not involve legislation. We 
have had in several countries more courageous and effective efforts to 
curb the Communists, in Belgium, in France and Italy, acts which IT 
think the governments would not have taken a year ago, but which 
they now feel politically in a position to take. 

We have had extension of civilian controls, measures for allocations 
of materials in a number of countries, notably the Netherlands, Nor- 
way, the United Kingdom; effective in some and less effective in 
others. 

This action of the sort I have referred to has been taken not without 
some political difficulty in several countries. As you know, the Nether- 
lands was without a government for 7 weeks. 

( Discussion off the record.) 

Ambassador Sporrorp. After the political alinement, after this pe- 
riod of political crisis, the Netherlands came up with a 60 percent 
increased budget, a program which involved a 5-percent cut in real 
wages, a decrease in its investment program, and a substantially 
pet support of the Netherlands’ defense effort. ’ 

ake the United Kingdom. The real issue behind the Bevan resig- 
nation, as I think you realize, was the attitude toward the accelerated 
and increased British defense program. That was fought out within 
the Labor Party. I think it is significant that the Labor government, 
under attack from its left wing, stood firm on its program, which is a 
substantial program, and the Government is still in power. 

We have had an Italian crisis, two Italian crises. I do not want to 
go into the details, but I think I can say, and I think it is important, 
after each cabinet crisis, around the circuit during the year there has 
been firmer Government positions in defense of the defense effort. 

One word as to neutralism, which we used to hear a good deal about. 
We hear a great deal less about neutralism this year that we did a 
year ago. 

No neutralist candidate was elected in the French elections. Let me 
mention the Danish elections. The party which was running on an 
NAT essentially neutralist platform was decisively defeated. 

Let me say that I think the reasons for this firming up of public 
opinion in Europe behind the defence effort are probably late: First, 
success in Korea has had a great deal to do with it; but second, and 
most important, the appointment of General Eisenhower and General 
Kisenhower’s leadership, and third, the increasing deliveries of United 
States equipment under the Military Assistance Program. 

On the effect of Genera] Eisenhower’s appointment, I should like 
to suggest an analogy to the effect of the North African landings on 
the French resistance movement in 1942. Prior to 1942, I think most 
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of you will recall, some of you may as I have had personal experience 
with this, you had .a limited spirit of resistance, a limited resistance 
movement in France. The reason was that no alternative was appar- 
ent. The French were defeated and were resigned to their defeat. 

After the landings, the resistance movement grew and at the end 
produced some of the finest fighting that the war saw. 

I think on a broader scale the creation of SHAPE, General Eisen- 
hower’s army, and his appointment, has had that effect on European 
opinion as a whole. An alternative is now in sight, a successful de- 
fense now seems possible. 

One word, if I may, as to the effect of the delivery of United 
States equipment. That has had, of course, the effect of creating 
new units. The outward and sizable signs of strength are very im- 

ortant to the Europeans. The Europeans are equipment conscious. 
‘hey think the German equipment defeated them; they think our 
equipment defeated the Germans. 

So, as they see the new and modern weapons, they realize that the 
American productive genius and power is now operating again in 
defense. I think that fact has had. in addition to the physical fact 
of increasing the forces on the ground, a considerable effect, a most 
important effect, on the morale of the Europeans. 

Against these positive factors, which I think are operating in our 
favor, we have to recognize there is the other side of the coin. 

The deterrents to faster and more decisive action in the political 
field in support of the defense effort I think are three: First, we have 
to recognize there is a very deep-seated fear of inflation, due to the 
rise in prices during the past year, rise in cost of living in most Euro- 
pean countries, substantial in some and worse in terms of trade. We 
may have talked too much about defense burdens and not enough about 
defense contributions. 

Tn connection with this fear of inflation, there is a common denomi-. 
nator that all Europeans now have, that every European country 
has seen its currency destroyed in the memory of the present genera- 
tion. So that is a practical matter and not an economic theory. 

I think the major deterrent to faster and more effective action is 
the fear that the upward trend of military expenditures, taxes, 
controls represent a permanent state of affairs, continuing austerity. 

We have been emphasizing to the government leaders that we are 
now in a phase—this, of course, applies to the United States as well 
as it does to Europe, but I am now speaking of the European situa- 
tion—of the capital build-up of our own defense machine, our de- 
fense establishments, our capital in defense equipment, which was 
disbursed or dissipated after the war. We are now re-creating it, 
and we may have to think in terms of capital levy until we reach that 
security point where our capital is established in terms of produc- 
tion, man-hours of training, and thereafter the curve will descend 
and level out, and the burden will be in terms of maintenance rather 
than capital charges, current rather than capital expense. 

The third problem with which we have to deal, and which is one 
which T think you who are members of the team that went abroad 
recognize, is the fact that our parliamentary situation is very evenly 
balanced. We have precarious governments in most of the countries 
with which we have to deal. That means that domestic politics com- 
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plicate the situation. Domestic issues affect legislation and govern- 
ment action on the defense matters there, as everywhere. 

I would like to mention as an example, on the issue of appointing an 
American admiral to the supreme command, the Conservative Party 
voted against, although the Conservative Party has been most gen- 
erally sympathetic to the United States view. 

Another example of delay was brought about in the French situa- 
tion. I think we have strong individual leaders, and generally in 
many, if not most, countries I think most of them are ahead of their 
parhaments and can be counted upon to help their governments and 

oples to understand the realities of the present situation. 

I would like to conclude this very general summation, as I see it, of 
the political situation in Europe, general and probably oversimplified, 
in this way: First, I believe there has been a definite and substantial 
uptrend in morale, confidence, during the past year, most notable 
during the past few months. 

I think there has been a definite increase in military strength, which 
the military witnesses have testified to, and will confirm later today 
and next week, measured in terms of men in uniform, military pro- 
duction, although the improved support of public opinion, the legis- 
lation that has gone on the books recently, is not fully reflected in 
these respects. 

The over-all picture, of course, is not uniformly good. It is uneven 
between countries; it is uneven within countries as to different ele- 
ments of the defense program: it is encouraging and dramatic in some 
and disappointing in others. 

The defense upward trend we think represents a creditable and 
definite effort by our NAT partners. 

A final word as to the place of the United States aid program in 
this picture. The previous witnesses have all emphasized, and I just 
wish to urge in conclusion, without elaborating on the point, that an 
essential element to the completion of the North Atlantic Treaty plan 
for a defense of the west is continuing United States support, in terms 
of both military and economic aid. 

They are both necessary to the achievement of an effective posture 
in Europe in time, and time is the factor which we must keep very 
much in mind. 

On the military side, as you know, the military program is designed 
to supply deficiences of the force that will come into being. It is 
geared to military plans. The failure to provide the heavy hard- 
ware means fewer units for General Eisenhower or units that are 
formed behind schedule, again with loss of time, a very vital factor. 

A word as to the economic side, which the others will enlarge on. 
It is marginal and it is supplementary to the effort of our NAT part- 
ners, to be used only in support of the defense programs and to serve 
as a cushion against inflation. 

That is important because the transition from the ERP to the NAT 
phase of building up European strength must be gradual. There 
must be no sharp break. There is no profit in building a wall against 
external aggression and permitting collapse within via the Communist 
subversion, which we have called internal aggression. 

Of possibly the greatest importance to the enactment of the present 
aid program is the positive evidence that will be given to our Euro- 
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pean partners of the continuity of the policy of the United States in 
support of a North Atlantic Treaty. 

As you all know, the United States leadership is the major factor 
in directing this entire effort. Continuity and consistency are 
essential. 

I think, Mr. Chairman, in conclusion of these informal remarks I 
wish to say that this program is essential and offers the best hope, 
not only for the security of the United States, but the preservation of 
freedom in the free world. 

Chairman Ricuarps. Thank you very much, sir. We will go along 
with the statements and then we will ask questions from the different 
ones. 

Our next witness on the list is Gen. A. Franklin Kibler, Director, 
— American Military Advisory Group for Europe. General 

vibler. 


STATEMENT OF GEN. A. FRANKLIN KIBLER, DIRECTOR, JOINT 
AMERICAN MILITARY ADVISORY GROUP FOR EUROPE 


General Krster. Thank you, Mr. Chairman. 

Chairman Ricuarps. General, I do not know whether you would 
Orsord to make a statement or subject yourself first to questions on the 

Suropean military situation or not. We will do whichever you 
prefer. 

General Kisier. I am prepared to make a brief statement, Mr. 
Chairman. I will say that, as the Director of the Joint Military 
Advisory Group in Europe, I am directly responsible to General 
Handy, who is the senior United States military representative for 
the Mutual Defense Assistance Program overseas in Europe. It is 
in his place that I have the honor to appear this morning. 

There has been furnished for your record a report by General 
Handy. I am going to follow generally the outline of that report 
in my remarks. 

Chairman Ricuarps. Do you request that General Handy’s state- 
ment also be made a part of the record ? 

General Krprer. Yes. It has already been submitted. 

Chairman Ricwarps. It will be included in the record. Do you 
have copies / 

Mr. Crawrorp. I have copies. I will see it goes in the record. 

(The statement referred to is as follows :) 


Report py GEN. THOMAS T. HANDY, COMMANDER IN CHIEF, EUROPE, TO THE 
UNITED STATES CONGRESS ON MILITARY ACTIVITIES IN EUROPE 


This is a brief report on the military activities of our European partners in 
the North Atlantic Treaty during the past year. My observations are based upon 
information acquired during visits I have made (in my capacity as the United 
States Military Representative for Mutual Defense Assistance in Europe) during 
that period to all the European North Atlantic Treaty countries except Portugal ; 
through my activities as the representative of the Joint Chiefs of Staff in the 
Western European Regional Planning Group of the North Atlantic Treaty Organi- 
zation; as the military member of the European Coordinating Committee; and 
from periodic reports made to me by the Joint American Military Advisory 
Group, Europe. This last-named organization is the United States Joint Staff 
located in London that has had the day-to-day responsibility for representing the 

Inited States in defense planning and for the military aspects of the imple- 
mentation of the military-aid program in Europe. 








THE MUTUAL SECURITY PROGRAM 1345 


Measured only in terms of additional manpower in the armed services or In 
new combat units formed and ready for use, progress during the past year has 
been small. It must be remembered, however, that most of our European allies 
had a very poor foundation upon which to build. With the exception of the 
United Kingdom and Portugal, their military services were wrecked during World 
War II and their equipment completely destroyed. Portugal, with no recent 
military history, has an antiquated military establishment and the United King- 
dom had, like all democracies in the postwar periods, allowed her military 
establishment to run down. 

In the period between World War II and the advent of Communist aggression 
in Korea, all the Western European countries had been engaged primarily in 
rebuilding their civilian economy and attempting to restore the stability of their 
political structures. The military services were forced to begin their rebuilding 
with odds and ends of equipment left over from the German surrender, acquired 
from the United States or the United Kingdom at the close of the war or from 
various other sources. 

A problem of equal importance was that of personnel. Following the surrender 
of the European armies early in the war, no new officers, noncommissioned offi- 
cers, or technicians were trained. These, as you know, are the backbone of any 
efficient military organization; the instructors of recruits, the maintainers of 
equipment, and the basic combat leaders in battle. 

Schools and training centers reestablished since the war had not turned these 
specialists out in adequate numbers. In a number of cases the capacity of these 
iustallations is still inadequate. Senior officers presented less of a problem, but 
even here lack of experience has made more difficult the task of reestablishing 
efficient service staffs and ministries. 

During the past year, however, and especially since the outbreak of war im 
Korea, all countries have been actively engaged in laying the ground work that is 
necessary to the effective development of a sound military posture. Service 
schools are being expanded and training centers reorganized to make more effec- 
tive use of available facilities. More modern methods of instruction and train- 
ing are being employed. A substantial number of instructor-type personnel and 
technicians have been trained in United States schools and installations and 
returned to their own countries as instructors. Terms of military service have 
been lengthened. Military services are being reorganized to produce combat units 
htat will fit more readily into an integrated allied army. Not all countries have 
done all of these things for change is not easily effected in countries of strong 
traditions, but very real progress has been made. 

The things I have just mentioned are matters which each country must deal 
with individually. There are many other matters in the collective-planning field, 
however, in which progress has also been made. Understandings have been 
reached in a number of matters pertaining to the relinquishment of national 
sovereignty in time of war—an extremely sensitive matter and one representing 
material concessions on the part of several countries. Agreements have been 
reached on standardized procedures in many areas of military endeavor which 
will assist in the effective collaboration of allied units in war. This type of 
endeavor is an essential prelude to the development of an integrated force under 
an allied supreme commander. 

Progress has also been made in drafting defense plans. It remains for the 
Supreme Headquarters Allied Powers in Europe to refine these plans for the most 
effective operational use, but they have served the very real purpose of defining 
the magnitude of the task ahead of us and of eliciting commitments from nations 
for raising the major portion of the forces which this planning has shown to be 
required for a successful defense of Western Europe. The raising, equipping, 
and training of these forces is obviously the major task confronting us. My 
views on the progress so far made by each country in meeting its military com- 
mitments, aS well as my estimate of the likelihood of their reaching them by 
1954, I shall discuss separately because of the security aspects of my remarks, 
(See annex A attached.) 

The judgments expressed as to the ability of countries (the United Kingdom 
excepted) to achieve their NATO force commitments is based upon their ability 
to raise, organize, train, and partially equip the forces represented by their com- 
mitments. With maximum use of the present capacity to produce military end 
items in Western Europe, it is clearly not possible within the time required to 
equip adequately the forces to be raised by Western Europe. This is the basic 
reason why it is necessary to make available United States end item and eco- 
nomic aid. 
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The mutual defense assistance program has contributed materially to the suc- 
cess which the European countries have had in having the ground work for greater 
defense progress in the future and can be expected to have an increasingly strong 
effect as deliveries of military equipment speed up. I have mentioned the fact 
that a substantial number of instructors and technicians have been trained in 
United States installations. These instructors, having returned home to their 
own training centers, are having marked success in improving the quality of 
training in every country. This improved training and the increasingly large 
flow of new equipment have been basic factors in the improvement of the morale 
of the European armed forces that is apparent to all observers. Furthermore, 
the mutual defense assistance program is positive proof to the Europeans that 
the United States is wholeheartedly behind the NATO defense effort. This 
stimulus is needed by the European countries in order to completely erase the 
apathy with which they have heretofore been plagued and encourage them to 
increase their own efforts toward raising forces and manufacturing munitions. 

Our representatives in each of the European countries are giving valuable 
assistance to insure that the equipment being furnished is properly used. These 
efforts are even now being augmented by General Eisenhower and his staff who 
are charged with seeing that national forces are organized and trained in such 
a manner that they can be integrated into an effective Allied Army. I am con- 
fident that, given time, this goal can be reached and United States security very 
greatly augmented thereby. 

One final thought: We can neither maintain our way of life nor indefinitely 
insure the security of the United States without the full assistance of the NATO 
countries. It is imperative, then, that we hold our allies in Western Europe— 
the manpower and industrial capacity that enables us to maintain a favorable 
potential balance of strength. As I have indicated, our European allies are 
incapable, in the time considered to be available, of raising and equipping, 
unaided, the forces needed for a successful defense of this key area. Only the 
United States can provide this needed assistance. It is my considered opinion, 
therefore, that mutual defense assistance tu our European allies is our only 
acceptable alternative and must be continued. 


General Kieter. General Handy is responsible for the military 
activities of the Mutual Defense Assistance Program. I am going to 
talk about the military activities of our North Atlantic Treaty part- 
ners, and the impact of the Mutual Defense Assistance Program on 
improving their military posture. 

My organization, which we call JAMAG, is the staff for General 
Handy in executing his mission of the general responsibility to the 
Secretary of Defense and Joint Chiefs of Staff for the Military As- 
sistance Program in Europe. We work very closely with the other 
regional agencies and coordinate the military part of the program 
with the Office of the United States Deputy, Ambassador Spofford, for 
political aspects, the Office of the Special Representative for Eco- 
nomic Cooperation Administration, Ambassador Katz, for the eco- 
nomic aspects, and the Office of the United States Representative of 
Defense Production Board, Mr. Batt, for matters relating to European 
production. 

At the country level, there is a country team of which the Military 
Assistance Advisory Group, which we call MAAG, also a joint Army, 
Navy, and Air Force organization, carries out the military portion 
of the program, under the operational and policy control of JAMAG. 

This group is responsible for the programing of end items and 
training, requisitioning, receiving, and turning over equipment, to- 

ether with its subsequent inspection to insure proper utilization. At 

th the country and the European level, the military organization 

works in close coordination with their State Department and Eco- 
nomic Cooperation Administration counterparts. 

We recognize that the closest integration must exist between the 
United States agencies responsible for the Mutual Defense Assist- 
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ance Program and the Supreme Hearquarters Allied Powers in 
Europe, SHAPE. General on Edad however, does not desire to 
affect his international status by assuming responsibility for what is 
strictly a United States program. 

Moreover, it is recognized that a tendency might develop for inter- 
national members of his staff to attempt to participate in allocating 
the equipment provided by the United States Mutual Defense Assist- 
ance Program. 

A close-working channel, therefor, has been developed between the 
Joint American Military Advisory Group and the United States 
lement of SHAPE to insure that end-item and training programs are 
developed on a United States-eyes-only basis but thoroughly in con- 
sonance with SHAPE’s force requirements, General Eisenhower’s 

lans for their employment and his views as regards interservice and 
intercountry priorities. 

In considering the present status of the North Atlantic Treaty 
Organization nations, it must be remembered that most of our Euro- 
pean allies suffered seriously during World War IT in losses of man- 
power, resources, and productive means. 

Moreover, with the exception of the United Kingdom and Portuga!, 
their military services were wrecked and their military equipment 
largely destroyed. 

Our allies, therefore, had a very poor foundation upon which to 
rebuild their military forces. They were forced to begin their re- 
building with odds and ends of equipment which were salvaged after 
the German surrender, or were acquired subsequently from the United 
States, the United Kingdom, or various other sources. 

Following the surrender of the European armies early in the war, 
no new officers and noncommissioned officers were trained. These, as 
you know, are the backbone of any efficient military organization: 
rhe instructors of recruits, the maintainers of equipment, and the 
basic combat leaders in battle. 

Given sufficient time and the will, our allies could achieve a meas- 
ure of military stability with a minimum of assistance. However, 
with increased evidence of Soviet aggressiveness, time has become the 
essential consideration. 

Our North Atlantic Treaty Organization partners cannot achieve 
the goals, called for by the European defense plan, unless they are 
given substantial United States assistance in the form of United 
States end-item equipment, training assistance, production know-how, 
raw materials, and the many other things which a modern army re- 
quires and which are essential to the successful waging of modern 
war, together with whatever economic help is required to support the 
basic economy upon which the military efforts rest. 

Now, what has been the impact of the Mutual Defense Assistance 
Program upon the European military picture? 

The Mutual Defense Assistance Program is positive proof to the 
Europeans that the United States is wholeheartedly behind the North 
Atlantic Treaty Organization defense effort; and this moral and 
physical backing has gone a long way to erase the apathy with which 
they have heretofore been plagued and it is encouraging them to 
increase their own efforts toward raising forces and manufacturing 
munitions. 

Some specific fields in which their efforts have been stimulated by 
the Mutual Defense Assistance Program are: 
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Service schools are being expanded and training centers reorgan- 
ized to make more effective use of available facilities; 

More modern methods of instruction and training are being 
employed ; 

so tet 10,000 instructor-type personnel and technicians 
have been trained in the United States schools and installations, and 
returned to their own countries as instructors—— 

Mr. Vorys. Just a second. Would the chairman yield to me for a 
moment? We have been here for an hour and we have heard merely 
a repetition of general stuff, a lot of which we got in the background 
documents some months ago, about organizations, etc. 

I wonder if these gentlemen have been at all briefed on what we have 
heard and what the time element is with us. 

I am inquiring, because if it is proposed to spend the next hour in 
repetition of stuff we have already heard a dozen times, I would like 
to go to my office. 

Chairman Ricuarps. Well, the idea was that these gentlemen would 
put their statements in the record and subject themselves to question- 
ing, because our time is rather limited. We are trying to finish all 
testimony Tuesday. 

You see, we have come down to the point where we want to ask 
questions. We have heard the general policy over and over again. 
We have been running three sessions a day for 2 or 3 weeks. We are 
Just going over old ground now. 

If you gentlemen want to do that, we will hear you, but these mem- 
bers here really want to get down to the bone of contention in these 
things. 

I do not know that you have been briefed on that or that anybody 
has told you what we have heard before this committee. 

Has the clerk or anybody told these gentlemen what we want? 
Where is Mr. Coolidge? . 

Mr. Crawrorp. The chairman is asking if these gentlemen have been 
briefed on the testimony previously given the committee. 

Mr. Coonmer. Yes, they have, Mr. Chairman. The thought was 
that from their point of view you would like to know the general 
situation there, but it was not expected it would take much time. 
Their point of view is a different one than exists in Washington. 

Chairman Ricwarps. We will not get a chance to ask any questions. 
This is just a morning session. 

Ambassador Karz. May I make a suggestion? Why not go on to 
the questioning. I am sure that is satisfactory. 

Mr. Currerrrevp. Is this the only day that you are going to be 
before us? 

Mr. Vorys. It is the only day planned, is it not? 

Chairman Ricmarps. If we do not get the answers we want to all of 
the questions, you gentlemen will have to come back. 

Mr. Cooter. When they were briefed, I think there was a con- 
siderably longer time on the schedule. 

Chairman Ricuarps. If there is anything we want, we will extend 
the time. I agree with Mr. Chiperfield and Mr. Vorys. We are really 
going to be wasting a lot of time here for a matter that is going in the 
record anyway. 

We can read that any time. 


« 
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Mr. Cooter. I am sure, Mr. Chairman, you will get no objection 
from the witnesses if you go right to questioning. 

Ambassador Karz. If it represents the preference of everyone in 
this room, why not do it? 

Mr. Mansrtevtp. May I suggest then that Mr. Batt join the rest of 
the team, and they all file their statements for the record so we can 
study them, and start with the questioning. 

Chairman Ricuarps. I think that is a good idea. Mr. Batt, will 
you come forward? All of these statements will be filed for the 
record if there is no objection. 

(The statements referred to are as follows :) 


STATEMENT OF AMBASSADOR MILTON Katz, UNITED STATES SPECIAL REPRESENTATIVE 
IN Europe, ECA 


INTRODUCTORY STATEMENT 


On the basis of 3 years of work and observation in Europe, it is my judgment 
that the Mutual Security Program, now before the Congress, is soundly designed 
to meet critical United States needs in Europe. Its justification rests upon three 
central propositions : 

That, realistically seen and understood, Europe is a battleground whose se- 
curity is critically important to the security of the United States, 

That, during the past 3 years, the United States and its allies have been win- 
ning in the struggle under way—but far from won—in Europe. 

That the Mutual Security Program is needed to bring into being the means 
essential to consolidate the positions already won and to extend our gains to 
the point where the security and peace of the United States and the Atlantic 
community can be firmly established. 


I. THE SETTING 


Europe has been under attack by the Soviet Union and its agencies and instru- 
ments since 1945. The attack has been both internal and external. The many- 
sided internal offensive has included political penetration and the attempt to 
disrupt parliamentary processes through the Communist Party and Communist- 
front organizations; the penetration and capture of labor unions; economic dis- 
location through political strikes and sabotage; and a vast propaganda appara- 
tus. The external aggression has included the systematic exploitation of the 
fear of war, in which a primary instrument has been the shadow of the Red 
army; the cutting off of exports, as in the case of manganese; actual blockade 
in Berlin; and the fomenting and support of guerrilla warfare in Greece. 

This offensive was aided by the economic distress and dislecation following 
the war. 

Until 1947, the defense was limited and sporadic. Since then, the defense has 
become increasingly comprehensive and systematic. The United States partici- 
pation in this defense has evolved from the interim-aid programs and the support 
of Greece in 1947, through the Marshall plan and the steady development of mu- 
tual-defense assistance and the United States role in the North Atlantic Treaty 
Organization. The Mutual Security Program now before the Congress repre- 
sents an appropriate and necessary next step. 

On the record, these policies and their execution have been vindicated by 
events. 

I shall undertake briefly to review the record, and to outline the job being 
done and which must be done, particularly in its economic and production 
aspects. 

Il. THE RECORD TO DATE ON THE ECONOMIC FRONT 


A. Gains in production 

1. Industrial production—In 1947, the level of over-all industrial produc- 
tion in the 18 Marshall-plan countries had fallen to 87 percent of the level of 
1938. In 1950 it had increased to 127 percent of the 1938 level. This increase 
represents an improvement of 46 percent since 1947. 

2. Agricultural production.—In 1947-48, the level of over-all agricultural pro- 
duction in the Marshall-plan countries was only 88 percent of the prewar level. 
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In 1950-51 it was 110 percent of the prewar level, representing an improvement 
of 25 percent since 1947-48. 

3. Industrial production—Steel ; electric power; oil refining; coal; rail trans- 
port.—Advances of the same order have been registered in the production of 
basic materials and services. 

(a) Steel.—Steel production, which in 1947 was down to 68 percent of the 
1928 level, was up to 112 percent of this level in 1950, representing an ad- 
vance of 65 percent. 

(b) BHlectric power.—The production of electric power, which was at 131 
percent of the 1938 level in 1947, was up to 178 percent in 1950, an increase 
of 37 percent. 

(c) Petroleum refining:—Oil-refining capacity, which in 1947 was equal to 
the prewar level, was raised to 300 percent of the prewar level in 1950, an 
increase of 200 percent. 

(d) Coal.—Coal production, off to 77 percent of the 1938 level in 1947, 
was up to 93 percent in 1950. 

(e) Rail transport.—Rail transportation, which was at about 105 percent of 
prewar levels in 1947, was up to 124 percent of the prewar level in 1950, an 
improvement of 18 percent. 


B. Gains in intra-European trade 

In 1£47, the vital process of exchanging goods and services between the 
European countries was at a very low ebb. The aggregate volume of this 
trade for the Marshall-plan countries in 1947 was only 66 percent of that in 
1938. In 1950 the volume of this trade rose to 124 percent of the 1938 level. 


C. Deduction of dollar deficit 
In 1947, the aggregate dollar deficit of the Marshall-plan countries reached 
a level of $8.5 billion. In 1950-51, this had been cut sharply to $1.0 billion. 


D. Progress toward economic integration 

Special mention should be made of three important steps toward the develop- 
ment of free Europe’s resources in terms of Europe as a whole. 

1. The European Payments Union.—One of these is the establishment of 
the European Payments Union. During its first year of actual operation, it 
faced successfully two crises. One was the abrupt pressure upon European 
payments patterns resulting from the Communist aggression in Korea. The 
other was a sudden and critical drain on German payments resources. The 
initiative and responsibility displayed by the Managing Board of EPU give solid 
promise for the constructive development of this institution. 

2. Trade liberalization.—In the course of the last 12 months, member coun- 
tries of the OEEC (with exception of a few countries faced by special financial 
difficulties) agreed to remove all import quotas on goods accounting for 75 
percent of the value of their imports on private account from other member 
countries in 1948. 

3. Schuman plan.—The Schuman plan has been initialed. The plan is de- 
signed to establish conditions under which the coal and iron and steel indus- 
tries of six Western European countries would operate in a single market. 
Within this market, it is contemplated that all tariff and quota restrictions 
on coal, iron, and steel are to be abolished. The plan now awaits the neces- 
sary parliamentary approval to go into effect. 


Ill. THE RECORD ON THE POLITICAL, LABOR, AND INFORMATION FRONTS, AND IN 
BERLIN AND GREECE 


A. Gains on the political front 

1. Communist strength in parliaments.—In Britain, the two Communists who 
had been members of Parliament have been defeated. In Norway, the 11 
Communists who had been members of Parliament have been defeated. In the 
Netherlands, the number of Communist members of Parliament has dropped 
from 10 to 8 (out of a total of 100). In France the Communist membership 
in the Parliament has been reduced from 181 to 101. In Belgium, the Commu- 
nist membership in Parliament was reduced from 23 to 7. In Austria’s postwar 
parliamentary election, the Communists won only 5 out of 165 seats. In the 
first parliamentary elections in the Federal Republic of Germany, no Commu- 
nist candidate succeeded in winning a majority ‘vote in any district. Through 
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the workings of the German system of proportional representation, 15 Com- 
munists are members of the Bundestag, whose total membership is 402. 

Despite these gains, the size of the Communist vote in the recent elections 
in France and in Italy make it clear that the struggle on the political front is 
still a matter of grave concern. 

2. Turkey—The dramatic evolution of government in Turkey, through free 
elections, to a parliamentary democracy, is, of course, primarily a tribute to 
the people of Turkey and its leaders. They were better able to succeed in their 
remarkable efforts in the context of the Marshall plan and European cooperation. 


B. Gains on the labor front 

Gains on the labor front include—l. The rise and increased strength of the 
free trade-unions in France—F'O and CFTC.—It is estimated that since 1947 
the Communist-dominated CGT has lost close to 2,000,000 of its members. It 
remains, however, the largest labor-union federation in France, with a mem- 
bership of from 3 to 3.5 million. Many of these have remained unaffiliated 
with any union; many have joined the FO and CFTC. The membership of 
FO now stands at about 800,000 ; that of the CFTC at between 500,000 and 600,000. 

2. The rise of the free trade-unions in Italy—CISL.—It is estimated that the 
Communist-led CGIL has lost close to 2,5 million members. But it remains the 
largest labor-union federation in Italy, with a membership between 2.5 and 3 
million. The newly formed free labor union, the CISL, has a membership of 
about 1,200,000. Another smaller non-Communist union, the UIL, has a 
membership of 300,000. 

3. The rise of the International Confederation of Free Trade-Unions (ICFTU) 
and the numerous withdrawals from the World Federation of Free Trade-Unions 
(WFTU).—The ICFTU now includes in its membership free unions from 69 
countries with an estimated membership of 52.5 million. 

4. The failure of the Communist-dominated unions, in spite of strenuous efforts, 
to close the ports of Marseilles, Cherbourg, Antwerp, Genoa, and Naples and 
other great ports to arms-aid shipments.—Despite these gains, the continuing 
grip of the Communists on the largest labor unions of France and Italy remains 
one of the serious danger points in Europe. 

C. Results on the information front 

1. Newspaper coverage on economic aid.—Western Europe's 2,000 daily news- 
papers have this past year given an average of 8,000 articies per week to their 
60,000,000 readers on American economic aid, twice as Many as a year ago. 

2. Newsreel c OCA’s monthly newsreel cover- 
ages are being shown in commercial theaters in Europe with an average weekly 
audience of 30,000,000 people, and ECA documentary films were shown to a total 
commercial audience of 64,000,000 and to a total noncommercial audience of 
33,000,000 during the past 12 months. 

3. Radio coverage on the Marshall plan.—In programs varying in length from 
5 minutes to 1 hour, 45 ECA radio shows per week have been broadcast on the 
networks of the 17 Marshall-plan countries to an estimated audience of 
125,000,000. 

4. Other forms of information.—More than 26,000,000 Europeans have seen 50 
Marshall-plan exhibits during the past year. To tell the story of the motives 
and solid practical results of American aid, wall newspapers on ECA have been 
widely distributed in Turkey; mobile motion-picture units have been used in 
Italy and France; an exhibit boat has been used among the Greek islands; barges 
in Holland ; and a traveling train in Germany, Austria, France, Italy, and Greece. 

5. Decline in Communist newspapers circulation.—Since 1947, with one excep- 
tion, every French Communist daily newspaper, every Communist weekly, and 
every Communist monthly has significantly lost circulation. The exception is 
Heures Claires, a monthly picture and style magazine for women. 








D. Victories in Berlin and Greece 


The mention of Berlin and Greece tell their own story. These have been the 
two conspicuous points of external aggression against free Europe in the un- 
relenting Soviet Communist attempt to subjugate it. 

The triumph of the free people of West Berlin and the airlift over the blockade 
and the triumph of the Greek people with American aid over the guerrilla attacks 
fomented and assisted from Soviet-dominated Europe are two immensely sig- 
nificant victories in the hard record of the years since the war. 
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IV. THE BUILD-UP OF EUROPE’S MILITARY DEFENSES 


A, European defense budgets 

In the fiscal year 1949-50, ending with the outbreak of the Communist aggres- 
sion in Korea, the aggregate defense budgets of the nine European NATO coun- 
tries (excluding Portugal) amount to $4,645 million, or 5 percent of gross national 
product. The figure for the United Kingdom was $2,105 million, or 5.7 percent 
of gross national product; for France, $1,594 million, or 6.5 percent of gross 
national product; and for Italy, $475 million, or 3.4 percent of gross national 
product. 

In the fiscal year 1950-51, which has just been completed, European defense 
expenditures began to rise. The aggregate figure for these European NATO 
countries was $5,979 million, or 6 percent of gross national product. The figure 
for the United Kingdom was $2,450 million, or 6.2 percent; for France, $2,235 
million, or 8.2 percent: and for Italy, $650 million, or 4.8 percent. 

During the current fiscal year 1952, the defense budgets of these NATO coun- 
tries will rise again, and at a faster rate. 

(Here Ambassador Katz discussed plans by which the total NATO defense 
budgets would be increased. ) 


B. Comparison with the United States 

In the United States, the pre-Korea level of defense expenditures during the 
fiscal year 1949-50 was $13,200 million, or 5.1 percent of gross national product. 
This percentage was approximately the same as the percentage of the Western 
European countries. In the fiscal year 1950/51, however, the defense budget 
level was upped to $22,200 million, or 7.3 percent of gross national product, 
which was substantially higher than the figure of 6 percent of gross national 
product in Western Europe. In the fiscal year 1952, the President has recom- 
-mended a level of defense expenditures which, if the recommended expenditures 
for foreign aid, both military and economic, are included, would aggregate $46,- 
600 million. This figure is stated on an expenditure, as contrasted with an 
appropriation basis, the expenditure basis being a proper one to use in compar- 
ing American with European figures. Expenditures of this level will amount to 
about 14 percent of gross national product. [Here Ambassador Katz compared 
the defense expenditures of the United States in relation to the gross national 
product with the projected increases in Western Europe. ] 


C. Basic indicators to assist in evaluating foregoing data on a comparative basis 

1. Per capita gross nation product.— In the United States, per capita gross 
national product for the fiscal year 1950/51 was $1985. In the nine European 
NATO countries (excluding Portugal), it was $600. In the United States, this 
figure will increase to $2148 in the fiscal year 1952. In Europe and NATO coun- 
tries it will increase likewise, but only to $620. 

2. Real wages.—During the pre-Korean period (early 1950), approximately 7 
hours of labor were required in the United States to earn enough to buy one 
pair of shoes. The corresponding figure for the European NATO countries 
ranged from 15 hours in United Kingdom to 55 hours in Italy. 

In the United States, 34 minutes of labor were required to buy a pound of but- 
ter, as compared to 40 minutes in United Kingdom, 3 hours in France, and 3 
hours and 20 minutes in Italy. 

To buy a pair of worker’s over-alls requires 2 hours 6 minutes of work in the 
United States, 10 hours 22 minutes in the United Kingdom, 14 hours 30 minutes 
in France, 48 hours 37 minutes in Italy. 

To earn a 6.7 cubic-foot refrigerator required 153 hours of work in the United 
States, 687 hours in the United Kingdom, and 694 hours in Italy. 

In the United States a bicycle can be earned in 35 hours, while it takes 90 
hours on the average to earn one in United Kingdom, 118 hours in France, 138 
hours in Italy. 

3. Trends in per capita consumption.—Between 1939 and 1950/51, per capita 
consumption in the United States rose 36 percent. In the European NATO 
countries, it was, with some variation between countries, about the same in 
1950/51 as in 1939. 

These are basic facts which must be kept in mind when a comparison between 
the United States and Western Europe is made. 
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Vv. ECONOMIC AND PRODUCTION ASPECTS OF EUROPE’S DEFENSE BUILD-UP 

A. Continued increases in basic production 

1. Over-all production.—On the basis of current indications, we believe that 
the aggregate gross national product of the European NATO countries can be 
increased during the next year from the present level of about $101 billion to a 
new high level of about $105 billion, or an increase of approximately 4 percent. 

2. Coal.—It is particularly important that the production of coal be stepped 
up, since coal is currently being imported from the United States, at the rate of 
2% million tons per month. Our European NATO partners are alive to the 
gravity of the problem, and strenuous efforts will be made further to increase 
coal production. 

3. Petroleum.—European refining capacity continues to be rapidly augmented. 
It is expected that the present production rate of 1 million barrels per day will 
be increased to a rate of 1,250,000 barrels per day by the end of 1952. 

4. Sulfur.—Sulfur is critically short in Western Europe. Since exports from 
the United States are the chief source of European supply, Europe is now largely 
dependent on the size of United States export allocations. However, Europe is 
undertaking to expand supplies of sulfur from pyrites, anhydrites, and zinc 
blends to substitute for crude sulfur imported from the United States. 

5. Electric power.—Electric power is in short supply in nearly all the Western 
European countries. However, additions to generating capacity are being made 
at the rate of 5.2 million kilowatts (or approximately 9 percent) per year. Addi- 
tional expansion plans are under consideration. 

6. Nonferrous metals—The production of the six principal nonferrous metals 
(aluminum, copper, lead, zinc, tin, and nickel) in the Marshall plan countries 
and their overseas territories increased from 340,000 tons in the first quarter 
of 1950 to 378,000 tons in the first quarter of 1951. Large development projects, 
including lead and zine mines in Morocco and aluminum refining facilities in 
Norway, have been or will shortly be instituted. 

7. Food.—The increases in agricultural production since 1947 have no more 
than kept pace with increases in population, and more intensive efforts will be 
required in the future. It is expected that over-all agricultural production will 
increase by approximately 6 to 8 percent in the next 2 years, but it is possible 
that these estimates may be upset as a result of unfavorable weather conditions. 


B. Productivity 


There is good reason to believe that the level of industrial production per man- 
hour can be increased by approximately 4 percent during the next fiscal year or 
two in the European NATO countries taken as a whole. 


C. Controlling the uses of materials in short supply 


A few countries (the United Kingdom and the Netherlands) have established 
a form of priority system under which certain critical materials are allocated 
to defense and other essential industries. Across-the-board reductions in the 
use of certain materials have been made by some countries (particularly the 
United Kingdom and Norway) and end-use prohibitions similar to those in the 
United States have been applied in a number of countries. With respect to a 
very limited list of materials, principally copper and other nonferrous metals, 
there has been a limited application of inventory controls. 

In the case of materials requiring import licenses, the necessary end use of 
quantitative controls can to some extent be effected through the administration 
of import controls. 

The actual margin available for reduction in less essential uses is naturally 
more limited in Europe than in the United States, because of lower levels of 
consumption. For example, the United Kingdom can produce about 400,000 auto- 
mobiles a year, of which 320,000 are reserved for export to earn vital foreign 
exchange. As a result, only 1 person in 635 has even a chance to purchase a car 
in any year, as compared with 1 in 35 in the United States. 


VI. THE FUNCTION OF ECONOMIC ASSISTANCE 


The mutual defense assistance program which has been recommended to the 
Congress includes a request for economic assistance to Europe in the amount of 
$1,650,000,000. After making allowance for certain sums to cover the develop- 
ment of basic materials, ocean freight for voluntary relief packages, technical 
assistance, and recommended aid to Yugoslavia, there would be left $1,512,000,000 
for economic assistance to the countries of Europe which would fall within the 
program. 
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By economic assistance is meant assistance other than military end products— 
i. e., tools, materials, equipment, and food for the purchase of which dollars are 
required. Properly understood, economic assistance and military assistance are 
two phases of a single process. Military aid—i. e., grants in the form of military 
end products—is in fact also economic aid, since in the absence of such aid the 
drain upon the economy of the recipient country to build up its necessary 
defenses would be much greater. Economic assistance—i. e., aid in the form of 
dollars to purchase tools, materials, equipment, and food—is also in fact military 
aid, in that it makes possible the effective mobilization of the recipient countries’ 
resources to build up their military defenses. The principal functions of 
economic assistance for helping to build up defenses of Hurope against aggression 
are these: 
A, Effective mobilization of Europe’s resources for the manufacture of arms 

1. The countries of Europe have major resources for the production of military 
equipment and supplies in the form of management, labor, research scientists 
and technicians, facilities and materials. In themselves, they are inadequate to 
build up the equipment and supplies needed at a sufficiently rapid rate. When 
supplemented by materials, tools, and productive equipment from the United 
States, their capacity to produce is significantly increased. For the United 
States each article of military equipment and supplies produced is much less 
costly than the same article would have been if produced entirely from the 
resources of the United States. 


B. Increasing basic production 

The capacity of Europe both to produce armaments and to maintain operating 
defensive forces depends upon basic elements in its economy, such as transporta- 
tion, communications, electric power, fuel, steel, and food. Economie assistance 
which increases the strength of these basic elements of the European economy 
correspondingly increases its defensive strength. 

C. Defense against internal aggression 

The Soviet Communist offensive against free Europe is both internal and 
external. Without economie assistance, the necessary rate of build-up of military 
defenses would be impossible for the countries of Europe and the effort to achieve 
such a rate of build-up would lead to inflation, internal dislocation, and intoler- 
able strain which would render them vulnerable to internal collapse and attack 
from within. 

(The statements of General Kibler and Mr, Batt have been inserted in the 
executive session record.) 

Chairman Ricuarps. Mr. Chiperfield, do you have any questions 
that you want to ask on the political, economic, or military phase of 
this problem ? 

Mr. Cuirerrrecp. I would like to ask what use is going to be made 
of counterpart funds. 

Ambassador Karz. I might answer that, Mr. Chiperfield. Under 
the statute in its present form counterpart cannot be used for military 
purposes. We think the statute should be amended. 

Mr. Curperrtetp. We have discussed that. It probably will be 
changed. 

Ambassador Karz, I think it should be. Does that answer your 
question ¢ 

Mr. Cureerrietp. Do you think we should have control of those 
counterpart funds ¢ 

Ambassador Karz. My view would be this: I think the statute 
should specify the purpose for which counterpart should be used. I 
think it should specify the three or four purposes which would be in 
the United States interest. 

In my view, those would be three or four things: the use of counter- 
part for the military build-up, the use of counterpart for strategic 
materials, and to increase the productivity of the European plant. 
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Mr. Cureerrretp. How much counterpart is now available? We 
could not get the answer to that. 
Ambassador Karz. In the aggregate, all currency ¢ 


STATEMENT OF HON. WILLIAM L. BATT, UNITED STATES MEMBER, 
DEFENSE PRODUCTION BOARD 


Mr. Barr. About $300 million. 

Ambassador Karz. I would not know the exact figure unfortunately, 
if I had to add in the drachma. If you want a rough figure, we gave 
them $12 million worth of aid that was reflected in a corresponding 
part counterpart. That would be about $11 million of counterpart 
by which they have probably spent three-quarters. 

Mr. Curtrerrretp. We were given two lists of figures yesterday. 
One was the amount that would have been given to a country if there 
had not been additional war effort, and the other amount was what 
was necessary because of the war effort. 

I recall, for example, we would have given Italy $75 million for 
general economic relief, and we are going to give her an additional 
$200 million because of the war effort. 

Would it be feasible that we take the counterpart from the $200 mil- 
lion that we are going to give her this year and make use of the pro- 
duction facilities in Italy, be it shipbuilding or what not, and use 
counterpart for military purposes in that country ¢ 

Ambassador Karz. Mr. Chiperfield, the direct and practical an- 
swer to your question is “Yes.” There are a lot of technical curlicues 
in that. If you want me to go into those, I will. Substantially, as a 
practical matter, the answer is “Yes.” 

Mr. Currerrietp. Are you going to use counterpart as part of the 
additional effort of the Italian Government? In other words, are 
they lifting themselves up instead of making an additional effort by 
using counterpart and saying, “What a big boy am I?” 

Ambassador Karz. Maybe I misunderstood your question. Did 
you mean to use the counterpart to buy equipment for the American 
forces? 

Mr. Currrrrieip. For anything that is necessary. 

Ambassador Karz. It would be very easy to provide that counter- 
part be used for Italian forces. Is that what you have in mind? 

Mr. Currerriretp. Why Italian? 

Ambassador Karz. For European forces. 

Mr. Cureerrieto. NATO forces. 

Ambassador Karz. Yes. 

Mr. Currerrrevp. If they use counterpart made possible by us and 
say, “Look what a great additional effort we are making,” they are not 
making it at all. 

I think we should have control of counterpart, and say, “You make 
your extra effort. We are giving you $200 million for that reason.” 
And then we take control of the counterpart and make additional 
effort along military lines for NATO countries. 

They paid for our products in counterpart funds, but we are all in 
this thing together. It seems to me that we should make use of the 
additional money we are putting in for military efforts, and use those 
counterpart funds for that purpose. Do you agree with me? 
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Ambassador Katz. Mr. Chiperfield, I would like to answer that 
question this way: What you suggest can be done, in my opinion. 
Therefore, the only question that I can see is, Is it in the United 
States’ interest to do it that way? 

My own view would be to provide that counterpart may on agree- 
ment between the country and the United States be used for armament 
production. And then make our decisions as we go along in the light 
of all the facts to see what gets us the best results. 

Mr. Smiru. I would like to ask a question along that line. Has this 
matter been explored with the other governments on the point that 
has been raised by Mr. Chiperfield ? 

Ambassador Karz. Informally a number of the other governments 
have been told that we would recommend that the Congress amend 
the statute to provide that one of the primary uses for 95 percent 
counterpart will be armament. 

To the best of my knowledge it has not been suggested to them that 
the control over the disposition of the counterpart should be under 
unilateral United States control. 

What they understood was that the counterpart should be spent for 
the following classes of purposes upon agreement between the govern- 
ment and the United States, one of the primary purposes being arma- 
ment. 

Mr. Smrru. Part of it has been used, as a matter of fact, to retire 
some indebtedness; is that not true? 

Mr. Bart. In Great Britain. 

Ambassador Katz. In Norway, Denmark, and France. 

Mr. Cuirerrrevp. That is all, Mr. Chairman. 

Chairman Ricuarps. I want to ask this question. I am sure we are 
all impressed by the gains made by our friends over there in supply- 
ing themselves. . 

I would like to know to what extent they are using their manu- 
facturing capacity as a give-and-take proposition to supply each other 
in this over-all program. 

Would you say something on that? 

(Discussion off the record.) 

Mr. Barr. They are moving upward. The difficulty in every case 
as to using spare facilities, and there are spare facilities, particularly 
in France and Italy, to a lesser degree in Belgium, is that they do not 
have the budgets that enable them to buy the products of their own 
factories. 

You have heard from various testimony that we have considered 
they are doing pretty nearly, within 10 or 15 percent, of what they 
can presently be expected to do in the way of budgets for rearmament. 

Those budgets are not nearly big enough to supply their deficiencies. 
These deficiencies exist, and the Defense Production Board is making 
clear to all these countries the size of these deficiencies and where they 
exist. 

They are stepping up their production, Mr. Richards, but it will 
never pick up this gap because there are certain things in a modern 
war they cannot make. 

They do not have facilities for heavy artillery or heavy bombers. 

Chairman Ricwarps. But there are certain things they can make 
and they are not doing it. 





we 


THE MUTUAL SECURITY PROGRAM 1357 


Mr. Barr. Yes. In the field of spare parts, small arms, small-arms 
ammunition, electronics, standard engineering parts, they have got 
more capacity than their deficiencies would presently occupy. 

All they need however is the financial ability to utilize those capac- 
ities. 

Mr. Cutrerrretp. How about using counterpart ? 

Mr. Barr. Of course, your question runs directly to that. Offshore 
procurement from the United States we have not used up to the 
present time. We are actively discussing it now. And I think it is 
proper for me to say that we are firming up a decision, to be cleared 
through the proper sources, to do some procurement in Europe for our 
own forces or for the use of the NATO forces through these idle 
facilities. 

As soon as we can get around to it, the use of counterpart for that 
purpose—— 

Mr. Cureerrietp. You could also use dollars in Europe ? 

Mr. Barr. Yes. We have not done that up to this point. We have 
been hesitant to do that. We were so afraid that the moment we 
started putting dollars in there they would sit back in the traces and 
say, “Well, obviously the United States is going to do it.” There has 
been enough of that tendency anyway. 

Our own analysis, which we had to make for presentation to this 
Congress, was that they were up to within 10 or 15 percent of all they 
could do. There the so-called disincentive argument begins to lose 
substance. 

We have said they are doing all they can. Then there is not much 
disincentive in putting some American dollars over there, particu- 
larly if we ae: them over there to replace items that we have com- 
mitted ourselves to under end-item aid. 

The United States is chuck-a-block. If we can take some of that 
load off the shoulders of our own production facilities, I think our 
own production people will be glad. 

The thing we have talked about as a starter are ammunition, par- 
ticularly small-arms ammunition, and spare parts. Those are con- 
sumable goods. The significance of that is that once we get that capi- 
tal build-up, which largely has to come from the United States be- 
cause it cannot be done over there in any reasonable time, who is going 
to keep the thing going? The Europeans ought to keep it going. The 
maintenance of this equipment and the ammunition required will be 
the big element. 

If we can prime that pump, get those lines going, with direct dollars, 
as soon as we can panel a it with the use of counterpart, then we are 
in a position to say to those people, “Boys, you take it over. It is 
Wi you can do.” Is that a reasonable answer to your ques- 
tion 

Chairman Ricuarps. I think that is good. 

(Discussion off the record. ) 

Ambassador Karz. We have estimated if the financing were there 
and the materials were available, if the labor were available, there 
is yee capacity to make another $500 or $600 million worth of 
stuff. 

When we are talking about the potential increase, that is the po- 
tential; that is to say, the cilateel anmaelee for about $500 or $600 
million worth of stud 
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It is stuff of a certain kind, as Mr. Batt pointed out, electronics, 
small arms, small-arms ammunition, certain engineering types of 
equipment, transport vehicles, and the rest. 

If you provide the financing it does not follow, even if you put 
United States dollars in there, that you will actually get another half 
billion dollars’ worth of production. 

That will depend on whether the materials flow in. You may pass 
from the present situation where the limiting factor is financing to a 
new situation where the limiting factor is materials. 

The situation that Mr. Batt referred to, which we have recom- 
mended and may be accepted, rests on two practical propositions. 

The first is that no one will ever know how much of that half billion 
you can get until you try, so let us start and try. 

The second is that since at the end of this period we want these 
countries to be able to maintain these forces themselves there is a 
second reason for activating this capacity. That is to say that in 
addition to getting the extra half billion dollars of production we 
want these fellows started on making the ammunition and spare parts 
they will have to make if they are to maintain the force after 1954. 

What we will actually get will be something between zero and $500 
million. Nobody can give youa statistical figure. 

Chairman Ricuarps. You will get that by what time ? 

Ambassador Katz. That would depend on when we start buying. 
Our calculations were based on the assumption that when we eae 
those assumptions we figured if we could start buying then we could 
realize the half billion assuming the materials would be there. 

The later you start the less you get. 

Mr. Barr. I want to emphasize the effect of raw materials, ma- 
chinery tools, and the like in Europe. It is a great element of the 
problem. In Great Britain today financing is not the major element 
at all. It is raw materials, and, in Great Britain, manpower and 
machinery. Weare going to run into that. 

But we are also aware of the fact that another problem in getting 
spare-parts manufacture started is the problem of getting out of the 
United States, the firms in the United States, the drawings and 
specifications and the know-how for these spare parts. Gentlemen, I 
tell you that is not easy. 

Ammunition we think we can deal with. That is a military prob- 
lem. They have the specifications for it. Even some of the ammuni- 
tion is tied up with patents in 16 different ways. Many of the spare 
parts are much worse. 

We have been trying to develop a spare-parts program for study 
for the last 3 months. While we are closer to having it today, I assure 
es that we have had great difficulties in agreeing on spare parts to 

e made in Europe, for a thousand and one perfectly logical reasons. 

I think the bottleneck is broken. You ask how soon. I would say 
if someone was ready to hand to me the blueprints and specifications 
we could go over and get the orders placed in 30 days. 

I know we will not have the technical information that soon on 
spare parts. We ought to get it on ammunition. Fortunately, the 
services like this idea because it is a great addition to our security. 
It is far better to have all these small plants building the stuff that is 
necessary to keep the Army going, and have it right there inde- 
pendent of transport. 
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I gave you the reason why we have shied off it up to this time. 
We now are wholeheartedly of the opinion this is the time to start 
doing it. 

Giveirwins Ricwarps. In answer to Mr. Chiperfield’s question, you 
would say you are definitely shaping up a program to use counter- 
part for some of the—— 

Mr. Barr. Yes; but we do not want to be tied to counterpart, be- 
cause you have to negotiate out the counterpart transactions. 

We would like to start the pump flowing by —a some of the 
dollars which are in the end-item program in the United States* 
promptly as a first step, and then start to negotiate the use of counter- 
part to go along with it. 

Mr. CureerrieLp. You would not have to negotiate it if Congress 
made it a condition for our aid, that we have control of them. 

Mr. Barr. Ambassador Katz pointed out certain difficulties to you, 
because this is, after all, a mutual job we are trying to do in Europe. 
We will all tell you, I think, that it is important that we maintain 
that element of mutuality. 

Chairman Ricwarps. Mr. Battle, do you want to ask a question? 

Mr. Barrie. No questions, Mr. Chairman; but I would like to com- 
ment that I think most of us, at least those who were on the Economic 
Subcommittee that visited these gentlemen not long ago, were very 
much impressed by the caliber of personnel we had, and figured chiefly 
that the degree of success that they and we were enjoying was due more 
to their individual initiative and capacity rather than the organiza- 
tional procedure that they were working under. 

I just wanted to thank them personally, Mr. Chairman, for their 
kindness and patience in the way they went about helping us to get 
the information we wanted when we were on this trip. 

Chairman Ricuarps. Mr. Vorys. 

Mr. Vorys. How much counterpart is there uncommitted ? 

Ambassador Karz. I do not know the exact figure. It would be 
around 

Mr. Vorys. Who knows the exact figure? We tried to get it yester- 
day. Thisis July 28. You are talking to a legislative committee. We 
asked the whole American team. Now we have the whole European 
team. Can somebody tell us that? 

Ambassador Karz. I will send out and see if we can get it. 

Mr. Vorys. I would like to have the team explain about this 400,000 
troops for Europe. That is part of the NATO program officially now, 
but we have never heard of that in this committee. 

Chairman Ricuarps. What 400,000 troops—do you have reference 
to the story in the papers this morning? 

Mr. Vorys. That the Secretary of Defense says is in the program. 

Chairman Ricwarps. I do not know if any member of this team 
can tell us about that. What about that, General Kibler? 

General Kister. Can this be off the record? 

Chairman Ricwarps. Off the record. 

(Discussion off the record.) 

Chairman Ricwarps. Mr. Carnahan. 

Mr. Carnanan. No questions, Mr. Chairman. 

Chairman Ricuarps. Mrs. Bolton. 
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Mrs. Botron. Mr. Katz, I have checked these two statements of 
yours and I find only one paragraph from your secret testimony 
which is not included in the press release. 

Ambassador Karz. That is right. I do not know why they classified 
the whole thing secret. I guess it is because they are all grouped 
together. I tried to provide figures which you could use, and I had 
them checked here. 

On the bottom of page 6 and at the top of page 7 there are a couple 
of sentences which should be classified, so they classified the whole 

*thing secret. 

Mr. Barr. They have to, securitywise. 

Ambassador Katz. The unclassified document contains everything 
except those sentences. 

Mr. Barr. Mine won’t keep you awake at night, for I have taken 
all the secret material out of it and it is a confidential document only. 

Mrs. Bouron. Thank you, 

Chairman RicuArps. Mr. Burleson. 

Mr. Burteson. I have no other questions, Mr. Chairman. 

Chairman Ricuarps. Mr. Smith. 

Mr. Smiru. This question is addressed to whoever wants to 
answer it. 

What criteria are being used to determine to what extent the 
budgets of the European countries will stand the rearmament pro- 
gram! 

Ambassador Sprorrorp. I think Mr. Katz can answer that, and 
others may then want to comment on it. 

Ambassador Karz. We go at it this way: First, I should say 
directly there really is not any precise calculation prepared. What 
we do is the following thing: First we take the budget for the country 
itself, which represents a minimum, and we then calculate various 
levels of possible increases, what the existing tax load is, and make 
a practical problem of it as to how much they could increase their 
tax in the course of the year, given the actual political factual realities. 
Then we figure how much of a deficit that increased budget would in 
fact represent. Then we figure what that deficit would mean to the 
price levels, that is, the inflationary factors with regard to the stan- 
dard of living within the country. 

We then make a judgment as to how much of a cut the standard 
of living in the country can take as a practical matter, so it is more 
or less a matter of judgments you run off and is not scientifically 
accurate or precise, and we would not pretend it was. 

Mr. Smiru. Do you do the same thing as far as the United States 
budget is pow ei Q 

Ambassador Karz. That is not our job, Mr. Smith. 

Mr. Soiru. I know, but do you take into consideration how that 
affects us? 

Ambassador Karz. We do in this practical sense—— 

Mr. Smiru. We are certainly furnishing the things the NATO 
countries need. 

Ambassador Karz. We do in this sense: Our idea is to get as much 
out of the Europeans as can conceivably be gotten out of them, and to 
keep to a minimum the United States load, but we do not go into the 
United States budget itself. 
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Mr. Smiru. From whom can I get an answer to that question? I 
want to have an answer as to whether or not we in this country are 
using the same criteria or the same rules they are using to set up these 
budgets in the NATO countries, excluding the United States. 

ow, in regard to this matter of inflation and the standards of 
living, have you any suggestions as to how we might approach legis- 
latively this question of the standards of living of the people over 
there? Also, with regard to inflation. As we get the figures today 
on the standards of living per capita in those European countries we 
know that the Marshall plan has not done much to increase their 
standard of living. There has been some rise, but it has been a slight 
rise. 

Ambassador Karz. There has been a tremendous rise since 1947, 
when the Marshall plan started. There was no rise as against prewar. 

Mr. Suiru. No. They gave us the figures for 1947. They were 
in the hearings the other day. I think the figures actually, as applied 
to France, show that they have gone from about 524 to 560, some- 
thing like that. That is the change in the over-all picture, it seems 
to me. It is one of the basic things, it seems to me, that we must 
consider in this whole rearmament of Europe for this reason: Why 
should these people be much concerned about getting behind this 
program if it does not mean anything to them / 

A lot of money has been poured into Europe. Who has gotten 
it?) We know it has gone into productive capacity to a great extent. 
Now, there must be some profits along the line somewhere, but the 
people are not getting the benefit of that increased productivity. 

Is there anything we can do legislatively to correct that situation / 
Should we say, “We will go along with the program if you do thus 
and so in order to insure that the French people are going to get the 
benefit of this increased production”? In other words, what is it that 
the Frenchman is willing to do in order to get behind this program ¢ 
What is the incentive, if any, or is it merely an operation, as the 
Communists now say, to help American imperialism. That is one of 
great questions I am concerned with. 

Ambassador Karz. There is no question that you are touching upon 
one of the fundamental problems, which is, how do you change the con- 
dition of a large section of the French, Italian, and German popu- 
lation. As a practical matter, I do not think the way to do that is 
to have the United States Government legislate for France, Italy, 
and Germany, although I must say it is sometimes doing it. 

Mr. Smirn. I do not mean that by any means. We ought not to do 
that; but here we are pouring out all this money, and I want to 
know what is there that we can do here in our own Government 
which would say, conditionwise, “You do thus and so if you want our 
help”? 

Perhaps we are taking the attitude that this is our job and Western 
Europe is our first line of defense, and notwithstanding all of these 
other things, we are going to continue to do this job regardless of its 
effect upon the people as a whole. If this is the case it is strictly a 
military approach. 

It was not my understanding that we had assumed that position. I 
hope we have not. I can appreciate that perhaps legislatively we can- 
not do too much along that line, but it is certainly a very great prob- 
lem and it is time that serious consideration should be given to it. 
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Ambassador Karz. I would agree completely with your suggestion, 
Mr. Smith, that from the practical point of view of the United States’ 
interests in Europe the problem of how to get better results of the 
nature you are talking about should be treated as a major instance of 
United States interest. The question of how we get results is a very 
complicated one. I agree it is something we should give all our 
attention to in order to see how we get the result. 

Mr. Barr. Can I tell you something that interested me, and I think 
it would interest you, and I have never heard it commented on in any 
testimony? That is, the cost of equipping an army today compared 
with the recent period we all know about, in which I was involved u 
to my neck. Our heaviest bomber in 1941 cost about $300,000 to build, 
as you can see when you break that down into terms of tools, man- 
hours, and raw materials, and so forth. Today our heaviest bomber 
costs $4,000,000 to build, and heavier ones are in process of develop- 
ment. 

Chairman Ricuarps. That is not due entirely to the cost of mate- 
rials going up either. 

Mr. Barr. No. It is just a bigger and more elaborate piece of 
equipment. Many fighters then were not equipped with electronic 
equipment. Today we are trying to equip every fighter with complete 
electronic equipment. : 

In 1941 it cost $145 an hour to operate our heaviest bomber. Today 
it costs us $1,000 an hour. 

We had a commission that came over to see us about a month ago 
on ball bearings, which I think some of you understand I was sup- 
posed to know something about once upon a time. They came over to 
see about getting small ball bearings in Europe. I said, “What are 
they coming over here for? We have plenty of capacity in the United 
States to deal with anything we have to make.” I knew what we had 
inthe last war. That is why I made the statement. 

They came over and showed me that the demand for small ball 
bearings today—and this is classified information 

( Discussion off the record.) 

Mr. Barr. I give you that as a more specific answer to your question 
as to whether production is increasing in Europe. It is substantiall 
increasing. There is no doubt about that, although it is still mene 
and has to be small, compared to the United States. 

Mr. Smiru. May I ask Mr. Batt one more question in connection 
with this matter of production? If we are aiming at a 1954 target 
date for European self-sufficiency, will the other countries then be 
able to take care of their own production by that time? 

Mr. Barr. I tried to cover that, but I did not do it specifically 
enough, I know. In connection with spare parts, small arms and 
small-arms ammunition I tried to make it clear that in that field they 
have capacity. It is not being used. It is in order to get that capacity 
activated that we are proposing to take up offshore procurement by 
one device or another along the line indicated by Mr. Chiperfield. 

They have the capacity generally to keep this thing going once it is 
set up. Do you agree with that statement, Frank? 

General Kreter. Yes. 
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Ambassador Katz. That would be to this extent: There are some 
things they would not be able to make themselves, and we would hope 
by 1954 they would be able to buy those. 

Mr. Barr. I made it perfectly clear they could not make heavy 
bombers or heavy artillery. 

Chairman Ricuarps. Are you through, Mr. Smith ? 

Mr. Sairu. Yes. 

Chairman Ricuarps. Mr. Mansfield. 

Mr. Mansrievp. We are all delighted that we are having this oppor- 
tunity to meet with you again and to carry on the conferences we had 
while in Europe last month, 

Ambassador Spofford, 1 was very pleased that you brought out the 
fact that neutralism as a political force this year is practically dead. 
It was quite prevalent a year ago, especially prior to Korea. 

That indicates, of course, that there is a sharp cleavage now and the 
middle group has evidently come over more to our side. 

You also emphasized that communism is something which we could 
not take too lightly, I recall. In talking with General Eisenhower he 
mentioned the fact that in this military program we cannot afford to go 
too far, because if we did then the standard of living would be de- 
pressed still more and the result would be just the opposite of what 
we are trying to achieve at the proper time. 

Is it a true statement of fact that on the basis of this relatively 
small increase in the standard of living in certain of these European 
countries, at least France and Italy, that it may be considered one of 
the reasons why the Communist Party of both those countries is still 
able to poll a tremendously strong popular vote ¢ 

Ambassador Sporrorp. I could answer that, Mr. Mansfield. I 
think that is true. I think you are dealing there with something that 
goes pretty far back. I think it has been a problem of distribution of 
wealth in the broad sense in France and Italy, and I think the fact is 
that there is too large a proportion of the population in France and 
Italy that does not have a sufficient say in the present order of things. 

I think the Communist vote is a protest vote against that. 

I cannot be too precise about this, but I think a large part of it is not 
a vote in favor of the Soviet, but a vote against the present system. 
I say that is a condition that is not created by this defense effort. That 
has been in the picture for a long time. 

I think what General Eisenhower said is that we all believe if you 
go too far, too fast, then you may recreate the condition which the 
European Recovery Program met. That involves the balance between 
getting the maximum in terms of results that go into the essentially 
nonproductive job of setting up a defense machine and increasing and 
not decreasing the standard of living in certain of these key segments 
of the population, such as the labor groups, for the most part. You 
try to do that so that you certainly do not increase the Communists, 
who are, as I say, not basically loyal to the present system. You cer- 
— do not increase them, and you tend as far as you can to decrease 
them. 

Mr. Mansrieip. Evidently there has been some increase in the eco- 
nomic structure as it affects the ordinary people in France, because I 
understand that the election returns there indicate that on a popular 
en the Communists polled 500,000 less than they did in the last 
election. 
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However, it does appear to me that while there is a great deal of hope 
in Europe at the present time, based on military strength, either actual 
or potential, that the weak spot in our endeavors is the fact that the 
program has not reached down to the little eon sufficiently strong 
enough to give them a comparable degree of hope in that particular 
field. 

In other words, as Mr. Smith said, the standard of living is a very 
potent factor, and it does appear that even with the judicious applica- 
tion of Marshall plan aid funds—which I fully approve of—there is 
still that weak factor to consider. 

I wonder what could be done to bring about a further increase in 
the standard of living of these people in the NATO countries and 
thus to help draw them away from voting Communist at the polls? 

Ambassador Srorrorp. You have an immediate question that is 
before you when you talk about a further increase. You have this 
very serious price rise in Europe that you have had all over the world. 
I think the figures show that the wholesale prices have gone up in 
the past year trons 20 to 40 percent, or an average of around 30 per- 
cent, I believe, as against the figure—and Mr. Katz will correct me if 
I am wrong—of about 16 percent here. 

So that increase in the prices is a factor that you have to arrest. 
Then you have to go to work on the difficult process of raising the 
standard of living at the same time that you are putting an increased 
slice of the resources into defense. 

The economic-aid program, of course, ties in with that, and I would 
like to have Ambassador Katz comment on this question, if he will. 

Mr. Mansrietp. Mr. Spofford, it is your assumption then that if 
it had not been for the inflation which is now taking place there, that 
very likely there would have been a sizable increase in the standard 
of living for the people of Europe? 

Ambassador Srorrorp. It has been on the way up. 





Mr. Barr. That is a satisfactory answer. 

Mr. Cootmer. Mr. Chairman, might I put in there that this draft 
bill contains a provision which you will hear some testimony on, 
which is designed to relieve that situation. 


Mr. Mansrtetp. It is a slow process anyway, at best. ; 
Ambassador Sprorrorp. It is a slow process. I think the price x 
rises of the last year have affected it in a serious way. They may have z 
accounted for some of these election results. 6,| 
Mr. Mansrrevp. Mr. Spofford, I want to ask you a question. 3 
You mentioned patents. Will you explain to this committee just 4 
what the significance of patents is in the aid program now being carried 3 
on by this country for Europe? 
Ambassador Sprorrorp. Patents? q 
Mr. Mansrrevp. Patents. ¢ 
Ambassador Srorrorp. I think it was Mr. Batt who mentioned q 
it, but I will just answer the question this way and ask him to give 
you a comment on it also. 
The production problem abroad involves not only patents, licenses, 
and designs, but you have a number of extremely difficult legal prob- 
lems where patents are held by manufacturers here and it is difficult rs 
to get them released for manufacture abroad. It is a question we 
have been working on, but I think it has not been marked with much 4 
success today. It is a real drag on the production program abroad. 4 
Bill, that is in your class. a 
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Mr. Mansrretp. I see. I know Mr. Ooms is going to be before the 
committee on Monday. 

Mr. Cootiwer. Yes. He is the man who will testify on this. 

Mr. Mansrtevp. Mr. Batt, are we shipping trucks and jeeps to 
the NATO countries at the present time / 

Mr. Barr. I expect we are. I will turn to General Kibler to answer 
that. It is part of the end-item aid program. 

General Kisier. We have in the past. 

Mr. Mansrretp. Is it possible for those European countries to build 
the trucks and jeeps necessary for their efforts / 

General Kipier. Not in the time required. Not in the time to cor- 
respond with the defense plans. 

Mr. Mansrtexp. I can understand why it is impossible for them to 
build planes because of the tremendous time lag of 18 months to 2 
years which is involved. However, it appears to me that with this 
oversupply of labor in a country like Italy, for example, and with their 
knowledge of making automobiles—and the same could be applied to 
France, I think—that is one item we would not have to build here for 
export abroad, and they could build themselves there out of their own 
funds. 

Mr. Barr. You are absolutely right in theory, Mr. Mansfield, but 
I said the limitation to the situation on a good deal of this capacity 
was that their budgets are not big enough to produce the extra things 
like trucks or jeeps, which they regard as rather short-lead, and so 
do we. They regard them as short-lead-time items. When they break 
down their budget and decide how they are going to spend it, first 
they will put the long-lead items in there, as they should, and get those 
started. Then they will take the things which are most critical to 
the equipping of a force. 

Then they will let those things, such as transport vehicles, wait. 
The British have not worried very much about it because they say, “If 
we really get in trouble we can requisition trucks out of our civilian 
economy.” That does not apply to jeeps, of course. 

We have been trying to get a jeep program started. 

(Discussion off the record.) 

Mr. Barr. When our military associates send troops there and they 
need some jeeps to make those troops effective they are for the present 
time sending them over. 

However, we surely contemplate that capacity should be made avail- 
able for the kind of thing they can make. They can make jeeps and 
ordinary commercial vehicles for back-up purposes in the quantities 
they need, in time. 

Mr. Mansrrevp. Mr. Batt, what I had in mind was, that I believe 
there is unused automobile capacity in both France and Italy. Those 
countries have a very good automotive record over the years. 

Mr. Barr. You are quite right. 

Mr. Mansrrevp. Here we are building jeeps, for example, at great 
expense, and shipping them, when the same thing could be done 
over there more cheaply, even if we had to pay for them over there. 

Mr. Barr. All right. Now you are going to off-shore purchasing. 
That is another matter. We could have had jeep production goin 
today in Europe if it had been agreed that the starting of it wi 
American dollars at that time was wise. 
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Mr. Mansrie.p. Could you use counterpart funds for that purpose ? 

Mr. Barr. Of course, Mr. Chiperfield raises that question. We can- 
not legally today. We hope you will make it possible for us to. 

Ambassador Karz. May I throw two cautions in on that? The 
first, Mr. Mansfield, is on the question of cost. When you get items 
like automotive equipment, the techniques and the volume involved 
in mass production are so important that actually it would probably 
cost you more even if you used American dollars to buy the truck in 
northern Italy or northern France, than it would in Detroit. We 
simply make them cheaper because of the production process and the 
great volume of production. 

Mr. Mansrie.p. The difference is between the cost of producing 
the vehicles by mass production here with high labor costs and produc- 
ing them there with a low cost of labor. 

Ambassador Karz. When it comes to that type of hardware the 
efficiency of American industry more than compensates for the low 
wages. 

Mr. Vorys. Will the gentleman yield ? 

(Discussion off the record. ) 

Mr. Mansrietp. What I had in mind, John, was not new facilities, 
but making use of available facilities and thinking of the fine automo- 
tive history both these countries have had over the years. 

That is all, Mr. Chairman. 

Mr. Barr. May I just make a statement off the record ¢ 

Chairman Ricuarps. Off the record. 

(Discussion off the record.) 

Mr. Mansrrevp. According to Mr. Katz, to do it on that basis 
would do more in the long run than it would over here. 

Mr. Barr. He told you, Mr. Mansfield, that he was generalizing. 
There are instances and there are things that you can make some- 
what cheaper over there. When you get to transport vehicles, that 
isan exception. It actually costs more for a truck in France or Italy 
than it costs for a truck from the United States. 

Mrs. Bouron. Including transportation ? 

Mr. Barr. That is not very much, Mrs. Bolton. I talked within 
the last 2 weeks to Canada’s head of Willys-Overland about the cost 
of jeep production in Europe. In spite of this shortage in their real 
wage Levels he says it is about a toss-up. 

Ambassador Karz. One reason why the recommendation to which 
Mr. Batt referred before is concentrated on spare parts and ammuni- 
tion in Europe is that it depends on several factors. 

One, we want to utilize European capacity. 

Two, certain types of hardware are made more cheaply at home. 

Three, certain types of production for security reasons we want 
to keep only in security areas. 

Four, we want these countries to be self-sufficient after 1954. 

Five, from the supply end of it they want to have the supply line 
for the maintenance and operation of an army there. 

Putting them together we have come to the conclusion and recom- 
mended that the best net result is to utilize European capacity, that 
is, to provide American financing to utilize European capacity, con- 
centrating on spare parts and ammunition. 

If you do that you have as good a balance of all the factors as you 
can possibly have, and that is what we are really shooting for now. 
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Mr. Barr. You can add a sixth one to that, that in those particular 
things the efficiency of American manufacture is not so much rela- 
tively greater than that of Europe because it is not a peacetime thing 
which we are accustomed to producing in large quantity. There 
is sure to be an advantage in ammunition, I think, and in many spare 
parts. 

Chairman Ricuarps. Would spare parts and ammunition amount 
to one-fifth of that ? 

Mr. Barr. Off the record, if I may? 

Chairman Ricuarps. Off the record. 

(Discussion off the record.) 

Ambassador Sporrorp. Let me add a factor No. 7 to the six tliat 
Mr. Batt and Ambassador Katz put on the record. That is the very 
strong pressure of national pride of some of the countries to manu- 
facture equipment for themselves, and sometimes it is equipment that 
economically they should not manufacture. That may be at their 
own expense. 

For example, the French want to put more money than they should 
into certain types of armament because they would like to see France 
develop French weapons. Economically it would be better for them 
to put those resources into spare parts, but it is hard to convince them 
of that. 

Chairman Ricnarps. That is one of your jobs. 

Ambassador Sporrorp. Yes. I just wanted to add that seventh 
factor. 

Mrs. Bouron. Do they use women in the factories in France? 

Mr. Barr. Oh, yes. In England it is about the same as we do. 

Mrs. Bouron. 1 know about England. It is about the same as 
with us? 

Mr. Barr. Yes. I would think so on a rough guess. You do not 
see much difference. 

Chairman Ricuarps. Before we go any further I would like to 
take up this suggestion of Mr. Vorys. I do not know if General Scott 
will make a statement about the 400,000 troops which are proposed to 
be sent to Europe and give us any information he has from headquar- 
ters. Do you want to do that, General Scott ¢ 

General Scorr.1 have been in touch with Secretary Marshall’s 
oflice by telephone. He said he would furnish to the committee early 
ncxt week a clarification of that 400,000 figure for troops in Europe if 
the committee desired it. 

Chairman Ricuarps. Does that help you any, or not? 

Mr. Vorys. I would like this on the record, because I am reading 
from what will be the public record of this committee on July 19. 

I asked General Collins about this matter and I quoted Senator 
Green, who on February 19 said: 

Up to the present time under the conditions as you see them now and believe 
you can reasonably forecast them, six divisions will do the trick’? 

General Collins answered : 

Under the present world conditions, yes, sir. 


I said to General Collins: 


I want to ask you whether your answer would still be the same to that 
question. 
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General Collins answered: 
Yes. Essentially the same. 


Mr. CurrerrteLtp. What date was that? 

Mr. Vorys. That was July 19. 

General Scorr. That is correct. 

Mr. Vorys. Now, as to the divisional slice and all that sort of stuff, 
to which reference was made in the six-division discussion, General 
Bradley said the following for the Senate. This is public testimony, 
so I can read it: 

Senator JoHnson of Texas. But if you were making an estimate on your 
present plans based on four divisions and the men required to support them, 
your estimate would be 100,000? 

General Brapiey. The estimate would be approximately 100,000. 

So that at the time of the Senate hearings it was roughly 100,000. 

Chairman Ricuarps. What hearings are you talking about? 

Mr. Vorys. The Senate hearings on the assignment of ground forces 
in European areas. 

Chairman Ricuarps. You are not talking about this bill? 

Mr. Vorys. It certainly has to do with this bill. 

Chairman Ricnarps. I mean, the testimony was not in consideration 
of this particular bill over there? 

Mr. Vorys. Yes. I quoted what General Collins said on July 19 
to this committee. 

Chairman Ricwarps. That is pertinent. It is in the record. 

Mr. Mansrtevp. Will you please read that again as to what General 
Collins said? The reason I asked that is because there is a doubt in 
my mind as to just what the meaning of that is going to be. 

Mr. Vorys. I will read it a little more fully. The question was 
asked him by Senator Green, as follows: 

Senator Green. Up to the present time, under the conditions as you see them 
vance 4 ant believe you can reasonably forecast them, six divisions will do the 
trick? 

General Cottins. Under the present world conditions, yes, sir. 

That was the question of Senator Green. Then I said to him: 


I want to ask you whether your answer would still be the same to that ques- 
tion? 

General Cotiins. Yes. Essentially the same. Now, practically, it does not 
mean if world conditions change you would be necessarily limited to six divisions. 


Skipping down again, he said: 


However, if world conditions change, they might not be. You asked me if 
it would still be the case now. I said essentially the same. Yes. 


I want to know if world conditions have changed in 9 days? 

Mr. Mansrtevp. That 100,000 figure is what I am after, Mr. Vorys. 

Chairman Ricwarps. Yes. That is what Senator Johnson was ques- 
tioning on. 

Mr. Vorys. On Senator Johnson’s questions, it went as follows: 


Senator JoHnson of Texas. General Bradley, what is the approximate esti- 
mated size of our Armed Forces now in the European area? 
— BrapLey. Approximately 100,000. Ground troops, you are talking 
about? 
Senator JoHNnson of Texas. Yes. 
General BrapLey. Approximately 100,000. 
Senator Jonnson of Texas. In your opinion, will 100,000 men be sufficient to 
supply the four divisions planned and the support necessary ? 
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General Brap.ey. It will be an approximate figure. The question of support- 
ing units is one which wili have to be worked out by General Eisenhower and 
his staff. It may be that some of the units which we normally supply for our 
own integrated forces might be supplied by someone else in Europe. 

Senator JoHNSON of Texas. But that is an approximate figure? 

General Brapiey. That is only an approximate figure, and I hate to use this 
division slice because it has so many meanings. 


Chairman Ricwarps. According to that ratio the 400,000 figure 
would be 16 divisions. 

Mr. Vorys. According to that ratio 100,000 would be four divisions 
more to make up the six that was contemplated in the Senate hearings. 
That is what I was interrogating General Collins about. That was 
200,000 men. Today we have a figure just double that. 

General Scorr. The Air Force is not included in your 200,000 


figure. 
General Krister. The 400,000 figure probably includes Air Force 
and Navy. 


Chairman Ricuarps. Do you have anything to say on that while 
we are on it, General Scott ? 

Mr. Mansrrevp. Before the general says anything I want to explain 
why I raised the question. To me it does not seem to be accurate on 
the face of it because how can you have six divisions of 18 to 20,000- 
men to a division and expect to get by with'200,000 men, when you 
figure that the men in the divisions alone would be 110 to 120,000. 
That would mean you would have a back-up of less than one man for 
each man in a combat division. 

Mr. Vorys. I am not a general. 

Mr. Mansrrevp. I am not either. 

Mr. Vorys. I am just reading what generals were saying. 

I also think that to have the answers to all of our questions put off 
to the future, as of July 28, presents some difficulties, because we have 
to decide what these answers are. 

Chairman Ricwarps. Let us hear what General Scott has to say 
about it. 

General Scorr. The only point I want to bring out is that there has 
been no change, sir, in any testimony of General Collins or General 
Marshall on that number of six divisions. Apparently the question 
is the support for those divisions and the numbers required for the 
other services. 

I think that can be clarified in the statement that will be submitted 
by the Secretary. 

Chairman Ricuarps. All right. Mr. Hays. 

Mr. Hays. Mr. Batt, this material, of course, comes to us in such 
volume that we cannot absorb it all, so if my question appears 
elementary you will understand. 

(Discussion off the record.) 

Mr. Hays. This is on the record. 

As I understand it, in the light of the things that Mr. Bissell had 
to say about the import-export equation, the whole idea of economic 
aid is to secure productiveness. I mean, it has actual production 
for military purposes as the objective. 

Mr. Barr. Or military support. Something that directly supports 
the rearmament strength of the country. 

Mr. Hays. But it is that direct. It is not a vague directive affecting 
economic stability. 
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Mr. Barr. No. It is awfully hard to draw a line. I live in the 
middle of it and half the time I do not know what they are talking 
about, but I do know that a power plant in the neighborhood for a 
gun plant is direct armament supporting. There is no doubt about 
that. When you get to a power plant for a community, of which the 
armament plant may be only a part, then the thing gets a little hazy. 

Mr. Hays. Yes. 

Mr. Barr. But we are trying in the use of this aid for this year to 
see as nearly as may be possible, that it is related to rearmament or 
something that is aiding rearmament. 

In other words, there are some exceptions in some of the countries 
like Greece, for instance, that I do not know anything about. But 
generally in these NATO countries we are trying to see that this 
money is funneled into the direction that will immediately assist their 
rearmament, 

There is no philanthropic approach to it. Does that meet your 
point ? 

Mr. Hays. Yes, it does exactly; I think there is considerable logic 
in the economic items. I-am not talking about the $1,673,000,000, but 
of other items in this bill that are related to defense, such as technical 
assistance, for example. 

Mr. Barr. That is very directly related to rearmament. 

Mr. Hays. Yes. I mean, there is not anything too hazy or too 
vague about that activity. 

Mr. Barr. No. There is nothing philanthropic about that at all. 
That is very immediate. If you can raise the productive efficiency of 
a country, While some of that will, of course, go into other things than 
rearmament, the important byproduct is that your rearmament effli- 
ciency is substantially improved. 

You take Great Britain. I think there is a sort of revolution going 
on there. They have increased their productivity or productive effi- 
ciency relatively more than any country in the world in the last 4 years. 
They have been running about 8 percent a year, and that is a big 
figure. They realize they have fallen hopelessly behind in competi- 
tion with the rest of the world. 

Anyone who wanted to go to Europe and study this particular 
question I think would be amazed at the enormous difference between 
the efficiency in Europe and the efficiency in the United States. Any 
American ought to be very proud of it and ought to be quite sure that 
he understands where it comes from, and that he does not do anything 
to hurt it. 

These teams we are sending over in the case of Great Britain, that 
is, the Anglo-American Council on Productivity, are all coming back 
with the same story. The teams, incidentally, are made up mag 
agement and labor. They come back with the same story. They 
could almost write their report before they leave. They say that 
production in the United States is two or three times what it is in our 
particular industry, and these are the reasons why it is. There is a 
whole host of such reasons. It is no single thing. 

It is a matter of education. I would submit if you look at it over 
a 10-year period you could not use money any better than to change 
the kind of education they have in most of the countries in Europe, 
because they are not directed toward increasing the production of 
things for people. Generally, the people cannot buy the things over 
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there that they make, and that is the basis for the success of the United 
States. 

Mr. Hays. That is not only true of industry, but it is true of agri- 
culture. France, for example, has nothing that is comparable to our 
extension service. 

Mr. Barr. No. 

Mr. Hays. Which takes research results and makes them available 
for general use. 

Mr. Barr. Great Britain is the only country in Europe that has, 
and they are behind us. We have a team over here right now, or if it 
is not here now it will be in the next month, which is studying the 
extension service and utilization of the agricultural extension service 
by American land-grant colleges. 

Mr. Hays. I share some of Mr. Smith’s fears about the inequitable 
distribution of the increased income. I do not know whether you 
would say gross national product or national income. 

Mr. Barr. Your increased national income would be a proper ex- 
pression, I think. 

Mr. Hays. Yes. But the distribution of it is what bothers me, so 
that in terms of economic and social conditions you get a more favor- 
able situation. 

I judge from your answer that you have shared that fear that not 
enough has been done in that respect, perhaps. 

Mr. Barr. That is right. We understand that situation, Mr. Hays, 
but we cannot force it. It is the result of hundreds of years. It isa 
smart Frenchman—and I think Mr. Katz will bear me out on this— 
it is a smart Frenchman who can raise his prices and cut his wages 
at the same time. There is a philosophy of management in Europe 
that is totally different from that which exists in this country. 

There are people over there, however, who are beginning to see 
that they need to have larger markets in order to sustain a larger 
production, and thus a larger distribution. There are a few people 
who are doing that, but the matter of price maintenance is not illegal 
in Europe. That is about the only thing they do get together on, and 
they get together on that regularly. 

Mr. Mansrievp. Will the gentleman yield? 

Mr. Hays. I yield. 

Mr. MaNnsFieLp. Speaking of a smart Frenchman, I remember not 
so long ago a smart Frenchman who came to this country and found 
out how he could increase his productivity and sell his shoes—in this 
instance he was a shoe manufacturer—for less, and pay his workers 
more. He got by for a month or two and then the rest of the shoe 
manufacturers began to make trouble for him, and he was frozen out 
an< could not get credit. He had to go back to the old system. 

Mr. Barr. I can understand that. I said to an American distribu- 
tor who has a big business here and a good reputation for low prices 
and a substantial plant in Great Britain, “What are your costs over 
here compared to the United States?” He said, “They are far less 
than the United States actually.” I said, “What are you doing on 
selling prices?” He said, “I am selling the same as the British market. 
I could not live over here if I did not.” 

That is a practical consideration grown men will understand. It 
will break down in time, and I think it is beginning to break down, 
but there is no law over there which governs people and keeps them 
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from getting together and fixing a price. It is considered a fair thing 
to do that. : 

Mr. CarnaHan. Will the gentleman yield for an interruption along 
that line? 

Chairman Ricuarps. Mr, Carnahan. 

Mr. Carnauwan. If we are going to place rather big orders for spare 
parts and ammunition, such orders are certainly going to be an eco- 
nomic problem in the particular area where those parts are going to 
be made. Are these orders well enough distributed over the different 
European countries so that we will not get into quite a misunder- 
standing because of the fact that one country is getting practically 
all of the orders, and another one is not getting any ! 

Mr. Barr. We will put this up to the Defense Production Board 
and ask them for their recommendation and advice, and we will get 
out of the Defense Production Board and its international staff, head- 
ed by a very capable American, W. R. Herod, who is on leave as presi- 
dent of the International General Electric—we will get out of that 
staff and the action of the Board, a recommendation for the distribu- 
tion of that business. We do not have to follow it, of course, but I 
hope that we will. Then the heat will be taken off the United States 
for having placed orders in this country in this amount. 

Mr. Carnanan. Are we not running the risk of throwing the whole 
European economy out of balance by concentration of such orders? 
Is it your opinion the orders will be fairly well distributed, or will 
they be concentrated in certain centers ? 

Mr. Barr. They should be fairly distributed. 

Ambassador Katz. They will be mostly in three countries—France,, 
Italy, and Belgium. j 

Mr. Batr. That is right. France will get the largest bulk of them 
because there is the manufacturing know-how and the idle capacity 
and a big deficiency there. France is supplying a larger number of 
men than she is able to supply equipment to support. 

Ambassador Katz. You see, Mr. Carnahan, on your distribution of 
capacity—and I am talking now of theoretical capacity, as to what 
the British could make—assuming the labor and materials and finane- 
ing was there, Britian could roughly do one-seventh of what the United 
States can do, France one-twelfth, and Italy one-seventeenth, and 
all the others put together one-twentieth. 

So, obviously if you are giving out the orders you place them in 
accordance with the capacity there, so that you have the program filled. 
However, you have to watch that from the political viewpoint of 
what the results will be. 

Mr. Barr. We have nine teams who have covered these areas and 
reported on combat aircraft, small arms and ammunition, artillery,. 
electronics, transport vehicles, combat vehicles, engineering equip- 
ment, and so forth. That has been an international study made by this 
Board, which is international in character. So, we have already got- 
ten a good foundation on which we have begun to rely, because each 
of the countries has reviewed these reports, and we have their com- 
ments ; so, we know and have an agreed position on the capacity of each 
of these countries for each of these things. It will not be difficult to: 
get them under way. 

Chairman Ricwarps. Mr. Batt, Mr. Hays has not had his time yet, 
and I wanted to get along with him. , 
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Mr. Hays. Yes. As I get it then, the problem is partly a long-range 
problem. Admittedly, these things must have attention, but not im- 
mediately at the expense of a production program. 

That is a sound generalization; is it not ? 

Mr. Barr. 1 would agree with that. 

Mr. Hays. Again, it is partly to be directed to specific countries and 
not the whole of Western Europe, as you brought out with your refer- 
ence to Britain. What you say, for example, with respect to a lag in 
France would not apply to Belgium, perhaps ¢ 

Mr. Barr. There is some idle capacity in Belgium. If you are ask- 
ing whether Belgium is using as large a percentage of her national 
production for rearmament as France, I would say that the actual 
deliveries from Belgium today are larger than those coming from 
France, but the planned utilization of the budget in France is some- 
what ahead of Belgium. 

Am I correct in that? 

Ambassador Karz. That is correct. 

Mr. Hays. I understand at the end of the war we had a debit figure 
with Belgium. We owed Belgium money, in other words. 

Mr. Barr. That is right. That is because of the materials we 
bought out of the Belgian Congo during the war. 

Mr. Hays. That was the Congo production ? 

Mr. Barr. Yes. Solely that. 

Mr. Hays. On the political side, in Italy, for example, you have 
a situation that is not general, but a specific political problem? You 
can hardly quote election results as a test either. 

I asked a previous witness why we lost ground in Sicily. The 
Communists gained in Sicily. They generally lost in Italy, but why 
did they gain in Sicily? 

The report I had was that primarily there was a failure to reach 
the people there with the story. We have that problem to consider, 
because actually Sicily should be favorable to the democratic elements 
in the light of what the democratic nations through the Marshall 
plan and otherwise have done for them. 

Mr. Barr. The chairman told you this is a team, Mr. Hays, and 
that is not my part of the ball team. 

Mr. Hays. Mr. Ambassador, what about that ? 

Ambassador Srorrorp. Referring to Sicily particularly, I think 
that that is probably a good example of a part of the world where 
your average voter just does not see enough in it for him. After all 
in Sicily there are probably no floors, and the standard of living of 
the Sicilian peasant is very low, and when he gets this story he is 
apt to say, “Well, I have been living this way for a couple of thousand 
years. I do not see anything in it for me one way or another, but I 
do not like the present system, and I am going to vote against it.” 

The Communists have capitalized on the feeling of general protest. 
The Sicilian peasant has about the lowest standard of living, I sup- 
pose, of any population group in the whole NATO set-up. I think 
probably that is why we lost ground there. 

Mr. Hays. I have been pondering the things Mr. Smith is bringing 
out, and I think it is useful in this discussion. I am simply trying 
to simplify our problem by expressing my own thoughts about it 
and inviting comment. My purpose is to distinguish between the 
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immediate problem and the long-range problem. Certainly we have 
got to do that. 

It seems to me we have to take care that we do not act against our 
own national interests respecting maximum production simply be- 
‘ause there are these irritating problems which we seem to be unable 
to do anything about. That is the purpose of my question. 

Ambassador Sporrorp. I would agree with that analysis and agree 
with your point of view on it. 

Mr. Hays. I would certainly agree with what Mr. Batt says, that 
in some cases, after all, it comes very close to being outside our prov- 
ince as a nation. To some extent that is true, too, and that poses a 
very difficult question for the Congress, because if we are going into 
an expensive program for the American taxpayers and yet meet frus- 
tration because we find the essential difficulties outside our province, 
then there is some logic in thenegative attitude. 

Ambassador Karz. May I make a comment on that ? 

Mr. Hays. Yes. 

Ambassador Karz. We are trying to hold Western Europe, and it is 
under attack by the Soviet Union. That attack follows a number of 
different channels. I know military officers speak to us about a mili- 
tary plan with a balanced defense, in which Army, Navy, and Air 
Force are balanced with one another. The Soviet Union has carried 
its attack way beyond that. They attack production through labor 
unions, and create economic dislocations and fear. They resort to 
economic warfare and blockade, like the blockade of Berlin. They 
resort to guerrilla warfare in Greece. There is no form of device they 
have not used in attempting to subjugate this continent. 

Our job, however, is to hold Western Europe with the aid of the 
people there. When you are fighting a fight, you try to get realistic 
military intelligence. What is the fight we are fighting? The realistic 
military intelligence tells us this about this battlefield : 

Right in the middle of the battlefield is France, Germany, and Italy. 
The people we have to work there with at this time happen to have 
unstable governments, and to be a confused and divided people. 
When you get unfavorable battlefield intelligence in an area in which 
you have to win, you do not say that that is a reason for turning tail 
and leaving the battlefield. Neither do you say, “I am not going to 
believe that evidence because I do not like it.” What you do is say 
that is what the situation is, and you ask yourself what you can do 
about it. 

Now, what you can do about it is a very complicated thing. 

You fellows know more about politics than any of us. The dis- 
appointing vote in Sicily is not due to any one item, but it is due to 
many things. It is due to many complicated factors. One of the 
things I will mention is this: The Communists have a highly organized 
apparatus. I happen to believe you could raise the standard of living 
in Italy and France to that of the United States and vou would still 
have a Communist problem. It will help a great deal, but you would 
still have the problem. 

There is another part of the job, which is that of beating them at 
their own game. Take the United States. Toa great extent the Com- 
munists had infiltrated into the United Electrical Workers Union. 
What did it mean to eliminate them? It meant we had to fight plant 
by plant, local by local, and city by city, a dirty, slugging fight, union 
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by union, That had to be done despite the standard of living in the 
United States. 

So, it is very dangerous to oversimplify this thing. What we have 
to do from our point of view is to take this area and take the facts, 
whether we like them or not, and try to change the facts. 

Mr. Hays. That is very helpful to me. 

I have taken longer than I should, Mr. Chairman, but if I might 
intrude with one other question I would appreciate it. 

Mr. Batt, you said lower wages are offset in cost factors by improved 
technology in America in many instances. 

Mr. Barr. Yes. 

Mr. Hays. We want to know before this record is finally completed 
just what the eg are with reference to determining the items that 
should be made in Europe and the items that should be made here— 
at least, we want to have assurance that there are logical formulas 
used in determining that. We were told, for example, that a bazooka 
could be made in Europe at one-fifth the cost in America. That was 
an illustration. I am pretty sure those references were made. 

You do find, do you not, with regard to some of these items, that 
they ought to be made over there ¢ 

Mr. Barr. Yes. That is right, Mr. Hays. We work very carefully 
through the ECA missions in a country, and the MAAG missions, and 
then through JAMAAG, which is the over-all control of the MAAG 
missions, and OSR, which is the over-all control of the ECA missions, 
to bring into the Defense Production Board, of which I am the Ameri- 
can member, the best judgments we can get as to the capacities of each 
of these countries for each of these things. 

There is nothing haphazard about that. As I said in the beginning, 
we start with the knowledge that some of this equipment, which is long- 
term, ought to be ordered first, even if there is little to show for it in 
the way of finished production for some time. Then we start with the 
knowledge that some of this equipment cannot well be manufactured 
over there. 

I would like to say this off the record. 

(Discussion off the record.) 

Mr. Barr. On the record. Weare up against a problem there which 
you all ought to recognize. We cannot make a commitment to the 
arnues of Europe as to what we are prepared to do for them next year 
or the year after. 

Therefore, the generals, or those responsible for the military direc- 
‘ion in the country, will say to us, “All right. We will agree not to 
make any 50-ton tanks, provided you will agree to furnish us with the . 
heavy tanks 4 years from now.” Now, you know we cannot make any 
such commitment. 

They say to us, “You expect us to leave our armies improperly bal- 
anced as to equipment and dependent on the good nature of the United 
States.” They will say, “No. We cannot buy that.” Therefore, we 
are under that pressure when we say to them that they should not make 
a particular thing. 

Is that clear ¢ 

Mr. Hays. Yes, indeed. Thank you very much. 

Mr. CurrerrieLp. This can be off the record. 

(Discussion off the record.) 
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Chairman Ricuarps. I have two questions. One of them is how 
tight these figures are on economic aid. You know, people are talk- 
ing about making it a 2-year program instead of a 1-year program, 
which means splitting it in half. 

The other question is, How about a new organization to handle this 
thing instead of depending on you gentlemen, even though you love to 
get together and your personalities do not clash, and you have done 
a good job. However, why not put all of this under one organization, 
except for end-items that you have to have from the United States? 

What do you think about that? I wish somebody would answer 
those two questions in just 5 minutes. I mean, each one of them in 5 
minutes, i 

Ambassador Karz. Do you want me to do that, Mr. Chairman? 

Chairman Ricuarps. No. I want whoever wants to to answer the 
military and economic side of it. I am not talking about the political 
aspect of it at all, but of the business of operating the program. 

Mr. Cuirerrietp. I might call attention to the fact that Mr. Nelson 
Rockefeller has advocated one organization. 

Chairman Ricuarps. That is right; and a great many other wit- 
ens. have testified it could be done, such as Mr. Foster and Mr. 

issell, 

mat Botton. Would the military accept procurement by the civil- 
ians ¢ 

Chairman Ricnarps. That is the question I brought up. End items 
could come from our own production. What you would do with that 
is another question which, of course, you are not involved in. 

From the economic standpoint, I would like to have you tell me 
about that. 

Ambassador Karz. Do you want me to answer the economic or- 
ganization question first ? 

Chairman Ricuarps. Yes. That is right. 

Ambassador Karz. May I speak personally on this, Mr. Richards? 

Chairman Ricwarps. Vai. 

Ambassador Karz. This is my personal view, sir. 

Chairman Ricwarps. You mean you want it off the record? 

Ambassador Katz. No. I want to explain it. 

Chairman Ricwarps. I want your personal opinion. 

Ambassador Karz. It is a view which is based on the limited view 
of this thing I have had in Europe. There may be all sorts of ques- 
tions back here I do not know anything about. It is my judgment 
that a separate organization can administer the economic aid and can 
administer the military aid subject to certain limitations. 

Chairman Ricwarps. On point 2, or scientific aid, I mean, because 
you are not a specialist on point 4. 

Ambassador Katz. I was going to say the economic aid. I think 
actually the military assistance and economic assistance could be and 
should be put within one organization. 

Having said that, I would say that in the case of the military end- 
product assistance it is necessary to handle it in such a way that the 
Defense Establishment retains responsibility for two primary 
functions : 

First, they have to determine the military requirements. Is this 
thing really needed ? 




















THE MUTUAL SECURITY PROGRAM 1377 


Secondly, they have to do the actual procurement and handle the 
physical process of delivery to get the weapons to the forces to which 
they have been assigned. 

Chairman Ricwarps. They do that now. 

Ambassador Karz. Yes. But having said that, I think the military 
and economic aid could better be administered within a single 
organization. 

I would like to add to that two other facts. As I said to you in 
Europe, I believe profoundly any aid program should have a definite 
terminal date att you should not embark upon any indefinite aid 
program. Maybe you will miscalculate on your terminal date. That 
is another matter, but I think you should make the best calculation 
you can of the period within which you ought to get the results, and 
fix the terminal date, and from that time forward operate against 
that terminal date. 

I would suggest if you set up a separate agency to handle both 
these things you should not in the process forget the importance of 
the terminal date in an aid program. 

There is the other thing, which has been brought out by some wit- 
nesses, and that is the need to make sure that in the administration 
of such a eg r your operation should be harmonized with other 
foreign-policy objectives of the United States, so as to maintain in 
substance and practical terms a unified position, 

Chairman Ricuarps. If that can be done under the present set-up 
it can be done under that. 

Ambassador Karz. I happen to believe it can be. In fact, I happen 
to believe it will be better actually—and this is not in my business, but 
I am speaking personally—lI happen to believe it will be better even 
from the point of view of the political arm to have it relieved of 
the day-to-day operating responsibility. That happens to be my 
point of view, subject to those considerations. 

Chairman Ricuarps. You say you have no ax to grind, and as I 
understand it, you have already resigned. Is that right ? 

Ambassador Karz. That is right. 

Chairman Ricuarps. And you are not hunting a job? 

Ambassador Karz. No; Iam not hunting a job. 

Chairman Ricuarps. | wanted that in the record. 

Ambassador Karz. On the tightness of the figures, as I said, no one 
‘an pretend these figures are scientifically accurate. 

However, I believe this: If you look at the total future requirements 
of the situation, on any estimate of European availabilities and in any 
estimate of United States assistance as matters now stand there is a 
very substantial gap between what you ideally ought to have and what 
is now projected on the basis of present United States aid levels, and 
any estimate of European capacity. 

I want to emphasize that point, because even if you could get signifi- 
cantly increased Eureopean production you would still have a sub- 
stantial gap. 

We have made an estimate of how much higher the Europeans ought 
to be than they are now, and in terms of physical hardware, which is 
just as good a practical measure as any, we have estimated they could 
make in the fiscal year 1952 another billion dollars’ worth of hard- 
ware. Even if we are wrong, it will only be $600,000,000 or $700.- 
000,000 worth of hardware. 





1378 THE MUTUAL SECURITY PROGRAM 


The point I want to stress is if we are wrong on that calculation 
the error is from $600,000,000 or $700,000,000, as compared to $1,000,- 
000,000, or roughly $200,000,000 or $300,000,000 worth of hardware. 
The gap between what we are getting and what we would like to have is 
very much larger than that. 

So I would like to say, Mr. Chairman, even if you trim your military 
requirements down to an austerity basis, and even if you conduct 
your military build-up on the most austere basis you can, and even 
if you get out of these Europeans everything vou can get out of them, 
the aid figures which are projected in this bill and which we are dis- 
cussing would be probably less than we ought to have ideally. 

That does not mean that we should ask for more. In the first place, 
j think if we did ask for more dollars we would probably not be able 
to spend them very effectively with the present state of materials in the 
world, In the second place—and this factor is present here, as in 
everything else—you make a balanced judgment and consider the effect 
on the American budget and the American economy. But, speaking 
for myself, my conscience is completely clear. I believe this is an ex- 
penditure which is fully warranted on the basis of a conservative and 
hard-boiled estimate. 

Mr. Cuirerriecp. Every witness who has been before us talked 
about the impact on the European countries. 

Ambassador Karz. Yes. 

Mr. Currerrietp. We have not had any witness who has talked 
x bout the impact on the United States economy. 

What consideration have you given to that ¢ 

Ambassador Karz. Of course, in my official capacity I have tried to 
mind my own business, Mr. Chiperfield. I would not conceal from 
you, however, that as a citizen that thought sometimes crosses my 
mind. But may I answer that in the most direct and conerete way I 
can possibly answer it? 

Here is the way I have tried to answer this to myself: There are 
about 30,000,000 taxpayers in the United States. You take the cost of 
this whole program—the economic part of it, let us say, is $1,500,000,- 
000. I will start with that. That means that comes to roughly 
$1,500,000,000 into which you divide 20,000,000 taxpayers, which 
gives you a cost of roughly 

Mr. Crirerrrevp. It comes to $56.20 for every man, woman, and 
child in the United States. 

Ambassador Karz. Let us take the $56.20 and let us say for those 
of us at this table we happen to be in an income-tax bracket which 
would not be $56. My share might be $500. Putting it to myself as 
M. Katz, individually, and M. Katz, United States citizen, I ask my- 
self whether, as between spending $500 for what this bill gives the 
United States of America, and spending $500 on anything else I, 
or even my wife can think of, would I rather spend that money on one 
or the other? As far as I am concerned, I would rather spend the 
$500 this way. 

Mr. Currerrtetp. I would too, but what about the economy itself ? 
We will have to have a financial structure that is strong. We cannot 
break ourselves. 

Ambassador Karz. I completely agree with you. I think it has to 
be taken into account. ‘ 
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However, Mr. Chiperfield, everyone talks about armament as a 
diversion from economic progress, and everyone spends his time talk- 
ing about the question as to whether bread and guns are compatible 
or not. 

I want to go a little further. I want to say to you over any period 
of time, or let us take a 10-year period, that guns and bread are 
not only compatible, but you just are not going to have the bread 
without the guns. 

May I be specific? Will you please go off the record on this? 

(Discussion off the record. ) 

Mr. Barr. I want to leave one thought with you, which is purely 
my own, for what it is worth. 

When you talk about cutting this in half and seeing what will 
happen, I will tell you that you will shock the rearmament recovery 
of Western Europe beyond belief, because they are just looking for 
excuses, or enough of them are. They are not looking for evasive 
excuses, but excuses that satisfy their own conscience for not doing 
more. 

If this Congress in its wisdom says to the rest of the world, “We 
have decided that this thing is not serious and therefore we are only 
going to send over half as much stuff as we have been sending,” I tell 
om Congressemen, you cannot measure the repercussion of it in 

curope. 

If you just look at dollars expended, we are asking you for $7,- 
000,000,000 for the NATO area in title 1. Indirect aid is not included. 
An army of roughly 2,900,000 men is being put together and 180,- 
000,000 people are daily being made more willing to be a part of this 
defense structure. If you start pinching that $7,000,000,000 very far 
you are playing. I think, with terrific hazards in the state of mind 
of these 180,000,000 people, and this army and its equipment. 

You cannot cut this appropriation without having an effect on the 
goods that are going to come out of the United States. 

If anybody thinks that cutting it that much means that they will 
pick it up and do it themselves, they are whistling down a dark alley, 
because that will not happen. 

Chairman RicHarps. Now, I want to ask you this: We are talking 
about the possibility of reorganizing this thing. A good many good 
businessmen who have been employed by the Government think it 
can be done without injury. There may be injury here and there, 
but it can be done with over-all success. Here is what bothers me 
about your end items. 

If you leave that out of there, a lot of the end items furnished by 
the United States are going to depend on the items provided by 
Europe. A certain amount of economic aid, of course, is to be used 
to increase that. That is the primary job of most of it. A good 
bit of it, or, say, one-fifth of it, would be used to increase the pro- 
duction of ammunition and spare parts. 

One is related to the other. You put this one over here in the 
military end entirely, and then you put this other part of the military 

program over here. If you do that, how are you going to get that 
synchronized so you get the best out of it? It would be simple 
to me if it were not for that. 
Ambassador Karz. May I tell you how I see that ? 
Chairman Ricuarps. Yes. 
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Ambassador Karz. I see it this way: Let us say you are dealing with 
France and there is a computation made concerning the build-up of 
French forces. That has been made, you see. 

Chairman Ricwarps. Yes. 

Ambassador Karz. But the question is, How do you develop the 
equipment for those forces? You make your best judgment on how 
much the French can produce and finance themselves. 

Chairman Ricuarps. You touched on that. 

Ambassador Karz. Then the French come along and say, “We need 
help because, having done everything we can possibly do, we are 
still short.” I am assuming they will have done everything they 
possibly can do. 

They then come to the single aid agency and say, “We need help.” 
Here I want to be sure to say something, Mr. Richards, speaking still 
from my point of view. We talk about military and economic aid. 
In a sense those titles are not accurate, because military aid really 
is economic aid, and economic aid really is military aid. What do I 
mean by that? If you give the French $2,000,000,000 worth of equip- 
ment for their army, to that extent you relieve the French budget and 
the French economy. If you give the French dollars to buy steel 
and tools to make tanks, that is military aid. 

So the accurate way to look at it is this way: We want this addi- 
tional build-up which the French can have. For that they need help. 
How much help can we give them, and in what form can we give it? 
The judgment as to which form it sheuld be in should be a practical 
judgment, as to which gets the best result. So we make a calcula- 
tion that if we give them a certain amount of aid in dollars to buy 
steel and tools, and so on, they could increase their production by such 
and such an amount. That is one calculation of how much economic 
aid there should be. 

We also calculate that if we were to give them any more aid in the 
form of steel and tools, it would not yield a sufficient return in the 
form of increased French production. So we feel the balance has to 
be made up of military end-item aid, in our view. 

At that point we turn to the military and say, “You fellows have 
determined the requirements for aiding France, as to whether the 
need such-and-such a force. On the Satie of that force we thin 
the French will be short of equipment by X. We have figured we 
can cover one-third of X efficiently by giving them steel and tools 
and other items to increase their own production, but the remaining 
two-thirds has to be covered by weapons. 

“Here you take over from this point and you figure the kind of 
weapons, and you figure where they should be procured, and take care 
of the whole process of delivery.” 

I think that can be tied together in that way. 

Chairman Ricnarps. If you are going to do that, why not keep the 
end-item funds where they are, sad tien allocate so much? Why can 
you not say, “Here. We have some money in the United States, and 
we have to have that much stuff.” You could put the whole thing 
under that one heading. 

Ambassador Karz. It really does not require much more than if 
you were to take the role of the State Department right now in MDAP 
and transfer that particular role to a single agency which also admin- 
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isters the economic aid. Then you will have substantially what I am 
talking about. 

Chairman Ricuarps. End-items and everything else. 

Ambassador Karz. Yes. Even in the case of the State Department 
the Defense Department still has the responsibility and is given the 
responsibility for securing military items. 

Chairman Ricnarps. It has to say how much can be spared. 

Ambassador Karz. Yes. 

Chairman Ricuarps. We have been discussing the end-item business 
and Mr. Herter, who is certainly one of the best exponents of the 
aid situation in this Congress, has the idea that with regard to the 
end-items we ought to say this: Let us give them 15 percent of the 
production in the United States of this program, or 12 percent, or 
whatever you are going to make it. Then they will have the same 
controls as they have now, and all that, but cut that off and put it ina 
separate department. That would mean, so far as this Congress is 
concerned, and possibly the Defense Establishment itself, that they 
would be in the same relationship to that and have the same authority 
over that that they would with the budget for home defense and the 
establishment here. It was the thought last year, I think, that part 
of it should properly go to the Armed Services Committee, dealing 
with arms aid abroad, and should not come here to this committee. 

However, when you do that, you divorce the thing from the com- 
posite plan. 

Ambassador Katz. Not only that, Mr. Richards, but it seems to 
me you divorce your military aid from the build-up of forces. In 
other words, how do you calculate how many tanks or guns you want 
to give the French? You do not do that by figuring just the United 
States production. We estimate the French production, and also it is 
a question of how many men they can raise, and how long it takes 
them to train them, and what they have in the way of cadres and 
officers to train those men. On that basis you have a scheduled build- 
up of French divisions and you tie your flow of arms to the scheduled 
build-up of French troops. If that happens to call for 2,000 tanks 
and your percentage figure applies to United States production 
happens to be 1,000 tanks, that is just too bad. 

Not only that, but here are our fellows working with the French to 
get this much from them, and the French say it is too much. The 
French say, “Look here, when we get all of this and get these fellows 
out on the field, are we going to have the weapons for them?” Our 
fellows have to be able to say “Yes.” That means the flow of weapons 
has to be scheduled into the flow of French forces. 

If you make your flow of weapons dependent on someone’s pro- 
duction, there is just no reason to it. 

Chairman Ricwarps. What about that, General ? 

General Kieter. I think the requirements have to be determined by 
the Defense Department essentially as they are now, just as Mr. Katz 
explained it. Otherwise General Eisenhower is not going to have his 
troops and is not going to have an army to fight with. If you leave 
with the Defense Department essentially its present functions in this 
thing with regard to training, in addition to just end-items, I think 
you could have any number of organizations above that for coordinat- 
ing end-items, 


85708S—51——-88 








1382 THE MUTUAL SECURITY PROGRAM 


Chairman Ricuarps. We do not want any number. We want it 
solidified. 

General Krever. I could be satisfied with our present system. We 
are about half through this thing and I should not see any reason for 
changing that. 

Mr. Cutrerrievp. How about changing the name of ECA? 

General Krerer. I think it is important to remember we are half 
through with this thing and oil not change unless essential. 

Chairman Ricuarps. We are about through with ECA. 

Mr. Currerrietp. We promised the American people there would 
be a termination date to this thing. 

Chairman Ricwarps. We are going to terminate it. 

Mr. Cuiperrietp. You heard Mr. Bissell talking about it yesterday. 

Chairman Ricuarps. As such, for economic aid for the Marshall 
plan. The termination date was written in at the start. 

You were talking about that, Mr. Katz, and said you think you 
ought to write it into any program. Of course, you get into a field 
there that you people do not have anything to do with. There is one 
phase of this bill which deals with long-time scientific research, and 
that sort of thing. That is the so-called point 4. 

Ambassador Karz. You can administer that separately. If you 
put your point 4 in, Mr. Richards, you could provide by statute that 
those functions that have no terminal date should be administered in 
a distinct unit under the whole organization, so that when the time 
comes When you terminate the other functions this thing can be carried 
on. 

Chairman Ricuarns. You could have that in the organization and 
still not have a terminal date. Is that right? 

Ambassador Karz. Yes. 

Mr. Cutrererrtecp. How about the Export-Import Bank coming into 
that organization, and the International Bank ? 

Mr. Katz. My views on that would be just abstract. I do not know 
a thing about that. 

Chairman Ricuarps. You would say they would have the same re- 
lationship to that organization as they have to the others? 

Ambassador Karz. There is a limit to your putting this together. 
No one in his right mind would suggest that we have a single De- 
partment of Domestic Affairs. That is not because they are all un- 
related to one another, but because you cannot get more than a certain 
amount into a single ministry. 

If you take the position that everything that deals with foreign 
countries should get into one organization it will be so unwieldy that 
no one can administer it. 

Mr. CureerFrecp. But when you are giving aid to a country you 
have to know whether they are getting aid from the Export-Import 
Bank or the International Bank. You do not want to have aioe 
tion there. 

Ambassador Katz. As a practical matter, there has not been any 
difficulty in keeping ECA and the Export-Import Bank apart. 

Chairman Ricwarps. What do you say about having a single agency 
for the functions we are talking about, Mr. Spofford ? 

Ambassador Srorrorp. I think anything we do toward a more ef- 
fective backstopping of the foreign-aid items is in the right direction. 
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That is one of the problems we have not worked on, and we have 
plenty of our own. 

Chairman Ricuarps. You have done a good job. 

Bill, what do you think about that? 

Mr. Barr. There has been so much said on it, Mr. Chairman. I 
will personally agree with Mr. Spofford. I am not resigned and in the 
position that Mr. Katz is in, but I am certainly not tied to this job 
Thave. What is needed is more authority in the hands of the people 
who are supposed to do things. It seems to us, as we see it over there, 
that this place is being run by committees, and people spend two- 
thirds of their time attending committees. 

I would like to see the people who are running things here run 
them without spending so much time clearing with everybody else. 
We are trying to do that over in Europe. We have a terrible time try- 
ing to get answers over here, because by the time they get cleared 
over here, half the things are done. 

Chairman Ricuarps. Why do you not set up a few more suborgani- 
zations? You havea few. Set up a few more subs. 

Mr. Barr. I would like to see ISAC with enough authority to oper- 
ate here, but you have to give those people the stuff to make it possible. 

Chairman’ Rrcnarps. Before we close, how long will you be in 
town? All of next week? 

Ambassador Srorrorp. I think we will. We are going over to the 
Senate committee. 

Chairman Ricrarps. If we need you Monday or Tuesday and it 
does not conflict with that, will vou gentlemen be available for a very 
short time? I do not know, but perhaps some of the others will want 
to ask you something. 

Ambassador Karz. We would appreciate it if we could get as much 
notice as possible. I have to goto New York for 1 day. 

Chairman Ricuarps. Mr. Mansfield. 

Mr. Mansriecp. Reverting back to the question raised by Mr. 
Chiperfield, which has certainly a good deal of merit to it, as to 
whether or not the people who work on these programs think of the 
United States as well as the needs of the European countries, 1 want 
to say in my opinion I think they do. That is, they have to do it just 
as we have to do it here. 

However, the thought strikes me when we are engaged in a program 
such as this, which costs a great deal of money, and which I, and I am 
sure the rest of the committee, have to explain to our constituencies 
that we represent, | am struck by the idea that what we are doing here 
is spending money in behalf of the security of the United States. We 
are spending money in a fight for freedom and a fight for survival. 

I think that if people think of this program and realize how much 
it will cost us in dollars and cents if we lose Western Europe and 
become isolated, then we are in a position where we have no choice in 
the matter. This is not just a struggle of a Korea here and a Korea 
there, but it is a struggle which contains a continuing number of 
Koreas, and it will be so for some years to come. 

So, in my opinion, the money is being spent for a good security 
purpose. 

I want to ask one question of General Kibler. How many divisions 
do we contemplate having in Europe ? 
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General Kisier. The United States? 

Mr. Mansrievp. Yes. 

General Kiecer. Six. 

Mr. Mansrtevp. Are those six to be in Germany ¢ 

General Kisuer. Yes. 

Mr. Mansrtevp. Is it true then that the troops in Austria and 
Tieste will, in effect, comprise another division ¢ 

General Krister. That is right. 

Mr. Mansrietp. The average American division—and this is just 
for the record—comprises anywhere from 18,000 to 20,000 men. Is 
that right? Iam just reiterating now. 

General Kipter. Yes. Around that. 

Mr. Mansrrievp. Exclusive of that 18,000 to 20,000 men in each 
combat division, how many men do you have backing up each combat 
division ? 

General Kiever. I said a moment ago that our normal theater divi- 
sion slice is 40,000. That means roughly 20,000 behind each division. 

Mr. Mansrtevp. All right. 

Chairman Ricuarps. Wait a minute. You said 20,000? 

General Kister. Roughly 20,000. That makes a total normal 
theater division slice of 4°),000, 

Mr. Mansrrevp. You have one man behind one man in a combat 
unit ? 

General Kipter. Yes. That does not include the Air Force but only 
the Army. 

Mr. Mansrtevp. The 60,000 is out. This is just the ground back-up 
of these divisions and exclusive of the 60,000 Air Forces. 

General Kister. That is right. 

Mr. Mansrtetp. And that would give us roughly 130,000 men com- 
prising seven divisions, plus another 130,000 behind them. That 
would be 260,000, plus the 60,000 Air that has been mentioned. We 
will say, as a round figure, that it would be 300,000. 

General Krieier. Yes. 

Mr. Mansrrievp. That is all, Mr. Chairman. 

General Krister. There is something to add to that. When you add 
the Air and Navy you are not far away from that figure. 

Mr. Mansrievp. I have already added the 60,000 figure, but have 
left out the Navy. I am trying to get this clear in the record because 
this question is coming up and we will have to get it straightened out. 

Chairman Ricuarps. Then with all the necessary component 
groups, including the Navy, and the communications people, that 
figure would not be far from that. 

General Krister. It would not be far from 400,000. 

Mrs. Bourton. May I ask that you have somebody give us the mean- 
ing of these “slices,” such as the world slice and some other slice? 
There were three of them ? 

General Kisier. Just two. I only know of two. That is enough. 

Mrs. Bouron. I would think so. If we could just have that, or if 
you would give it to us here. What is the world slice and what does 
it represent ? 

General Kreier. Sixty-five and forty. That is my knowledge of it. 
I think the Defense Department ought to give that. . 
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Mrs. Botton. What is the meaning of “world slice”? 

General Kisier. It includes the zone of interior and includes the 
United States, and everything you have here which is necessary to 
support an army. 

Mrs. Bouton. That is very clear. Thank you. 

Ambassador Karz. I would like to say one thing for the record, 
that the figures which Mr. Vorys requested with regard to counterpart 
were handed to Mr. Vorys. 

Chairman Ricuarps. That is correct. 

The committee stands adjourned until Monday morning at 10 
o'clock. 

(Whereupon, at 1:10 p. m. the committee adjourned until 10 a. m., 
Monday, July 30, 1951.) 
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MONDAY, JULY 30, 1951 


Houser or RepresENTATIVES, 
CoMMITTEE ON ForetGn AFFAIRS, 
Washington, D.C. 


The committee met in the House Foreign Affairs Committee room, 
the Capitol, at 10 a. m., the Honorable James P. Richards (chairman) 
presiding. 

Chairman Ricwarps. The committee will come to order, please. 

Ladies and gentlemen, we will continue the hearings on the so- 
called Mutual Security Program. 

The question was raised, I believe by Mr. Vorys, and some others, a 
day or two ago concerning General Marshall's statement about the 
question of sending 400,000 troops to Europe. 

I have a letter here from General Marshall on the subject. Without 
objection, after the clerk has read this letter to the committee, I will 
put it in the record. 

Is there any objection? There being no objection, it will be included 
in the record. 

Mr. Crawrorp. This is a letter addressed to the Honorable James 
P. Richards, chairman, House Committee on Foreign Affairs, House 
of Representatives. It is dated July 28, 1951. 


I have been informed that a question has arisen as to the basis for my state- 
ment before the Senate Foreign Relations Committee yesterday as follows: 
“We will have, I think, about 340,000 in Ground Forces, and seme 50 or 60,000 
in the Air Forces, reference United States military strengths in Europe in 1952.” 

I want to confirm at this point that the total figure of approximately 400,000 
is correct, of Which approximately 60,000 will be Air Force personnel. 

The 340,000 Ground Force troops represent the approximate total personnel 
strength of the six divisions reported to the Congress, the necessary “combat 
support” and “logistic support” troops to maintain, supply, and support these 
six divisions in combat readiness, the necessary corps and Army headquarters 
troops, the necessary antiaircraft units for the protection of both ground and 
air units, and includes also our forces in Austria and Trieste. 

The foregoing figures and requirements provide the necessary types of troop 
units to maintain, both in combat readiness and in combat itself, the six combat 
divisions. The number of supporting troops per combat division is less than 
that required in Europe for the support of our combat divisions in World War II. 

When the Congress discussed the six divisions, there were already in Europe 
some 100,000 military personnel. 


Faithfully yours, 
G. C. MARSHALL. 


Chairman Ricnarps. The first witness we have this morning is the 
Honorable Carlisle Humelsine, Deputy Under Secretary of State. 
He will testify on the question of salaries and super-grades. 
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STATEMENT OF HON. CARLISLE HUMELSINE, DEPUTY UNDER 
SECRETARY OF STATE 


Mr. Humetsine. I am going to talk, Mr. Chairman, to section 512, 
subsection (a) and (b), and section 513, on page 56 of the Mutual 
Security Program. 

We are asking for eight top positions to direct and operate this 
ISAC organizational arrangement. 

Section 512(a) is the section that has to do with the Director, Inter- 
national Security Affairs’ position. That is a position that is filled 
by Mr. Cabot at the present time. We are asking for a salary of 
$17,500 for that particular position. That is the top position in the 
ISAC committee. It is in the hierarchy of the executive branch. It 
is the equivalent of a Deputy Secretary of State. 

He is, I would say, in this field the number one man, if you excluded 
the Secretary of Defense, the Secretary of State, and the head man 
of the ECA. That isa position covered in section 512. 

In section 512, subsection (b), we are asking for four positions at 
$15,000 a year. Those positions are for a Deputy Director, Mr. 
Coolidge holds that position at the present time; an Assistant Director 
for Policy and Program Development, that is a position held by Mr. 
Jack Ohly; Assistant to the Secretary of Defense, which is the job 
in Defense comparable to Mr. Cabot’s position in the State Depart- 
ment, and also that is the position of the Defense representative on 
ISAC. In other words, Mr. Nash wears two hats. He is the Defense 
representative on ISAC, and he is the man who operates the total 
program within the Defense Establishment. 

The next is the Executive Director of the European Coordinating 
Committee, Mr. Bonesteel. He is the man that works as the Executive 
Secretary and Executive Director of the American team over there. 
The American team is made up of Mr. Spofford, as the United States 
Deputy of the North Atlantic Treaty arrangements, General Handy, 
the Defense representative there from the Department of Defense, 
Mr. Katz the top ECA representative in Europe, and Mr. Batt, the 
United States member of the NATO Defense Production Board and 
ECA top man in England. 

Mr. Gorvon. Has not Mr. Katz resigned already? It was stated 
in the press. 

Mr. Humensine. The 15th of August. I am talking about Mr. 
Katz as an individual. When he resigns there will be a replacement, 
presumably, who will have the exact same position. 

Then, in addition, under section 513, we have asked for three addi- 
tional positions in the so-called supergrade structure of the executive 
branch. Those three would be at the GS-18 level, pay $14,000 apiece 
a year. 

"Those would be for the three assistant directors that we have not 
covered in the other five positions. 

Mrs. Bouton. They are at what level? 

Mr. Humetsrne. At the GS-18 level. That is the top rating. That 
is the $14,000 job. Those would be for the Assistant Director in 
Charge of Program Management, Mr. John Bell, Assistant Director 
for European Security and NATO Affairs, Mr. Ernest Pittman, and 
the Assistant Director for non-European Security Affairs, Mr. Jona- 
than Bingham. 
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That is the sum-total of the jobs that we are asking for in the 
super-grades. 

I would be delighted, Mr. Chairman, to answer any questions I 
could in regard to these positions. 

Chairman Ricuarps. Thank you, Mr. Humelsine. You are short 
and to the point. That is what we want. That is what you are up 


‘here to tell us about. Are there any questions? Dr. Eaton. 


Mr. Earon. No, I got in too late for questions, although I am 
startled at hearing of the salary of $14,000. That beats being a Con- 
gressman. 

Mr. Humetsrne. Practically any job, I would say, beats being a 
Congressman. 

Chairman Ricuarps. The witness has just testified that any job 
beats being a Congressman. Do you agree with that? 

Mr. Eaton. Sure. From the point of view of profit, permanence, 
and peace. 

Chairman Ricuarps. Mr. Gordon. 

Mr. Gorvon. Mr. Chairman, this additional help that you are ask- 
ing for, will they remain here or will they do most of their work in 
Europe / 

Mr. Humetsine. They will be here, practically all of them, except 
Mr. Bonesteel, who will be in Europe. This will be the framework 
for the ISAC organization; also, the individual that runs the top 
in ECA, or whatever would be determined under the act, and the 

efense Establishment. 

Mr. Gorvon. That means it will increase the personnel by how 
many people ? 

Mr. Humestne. Under the MDAP Act, we had eight positions 
filled, but we were paying certain of these $50 a day as consultants, 
which is the consultant fee with the Government. 

We did not have under the MDAP the type of program that you 
have under this particular act. Under the MDAP, you were talking 
about a program that had only to do with military assistance, which 
was in the neighborhood of $1 billion. Here you are talking about a 
program of $81% billion. It has to do not only with military assist- 
ance, but it has to do with the pulling together of these international 
security arrangements, I mean, the backstopping of the North At- 
lantic Treaty Organization, the Organization of American States, 
and those particular arrangements. It is a different animal from 
what the MDAP was. 

Mr. Gorvon. That is all, Mr. Chairman. 

Chairman Ricuarps. Mrs. Bolton. 

Mrs. Bouron. Mr. Secretary, what is your sense of this new organi- 
zation? Do you feel it should be a separate organization? How do 
you see it setup? How do you see this work done? 

Mr. Humetsine. I would be pleased to give my own views on that. 
Actually, I was not prepared to testify to that. 

I am afraid I am pretty orthodox in that. I think that the set-up 
that the administration has asked for here is logical. The reason I 
think it is logical I would like to set down, if I could, briefly for you. 
I do not think there is any way of getting away from the following 
facts: The military character of the aid program is a job for the 
Defense Department to do. I do not think there is any doubt about 
that, at least in my mind. 
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The second fact is that to determine the economic character of 
the program, and the economic operations, is a job for a single 
economic agency in the aid field. 

I think you have to have something like the ECA, or some such 
organization, to do that. 

3ut then here in Washington I think you have a real job of co- 
ordinating whatever you do. 

There are two of the aspects, the defense part, the economic part. 

Then you have the overriding consideration of the political, and 
the total coordination of all three of these things so that we have 
a program that makes sense, so far as this Government is concerned, 
and which sees that this money which is appropriated is used wisely. 

To coordinate is the job, as I understand it, of the State Depart- 
ment. That is the job set down in the way the executive branch 
is organized. They are supposed to take care of the foreign policy 
under the direction of the President. That is what is proposed 
under ISAC, that in the State Department you set up an operating 
committee that includes the defense and the economic arm that 1s 
decided on for this aid program, along with the responsibilities 
that normally are handled by the Secretary of State in doing this 
coordinating. 

You keep a small organization, and then you coordinate United 
States policy there. If you take this thing and put it somewhere 
else, all you are doing is setting up, at least in my judgment, a sec- 
ond Department of State. If you are going to do that, my sug- 
gestion Is make it complete enough and then you can move the whole 
thing kit and caboodle over there. 

I do not see any other way to run it except that way, if you are 
going to follow the premise that the Department of State is the 
organizaion that coordinates foreign policy. 

1 think I ought to emphasize that this ISAC committee is not 
the committee that is going to run this thing. They are the com- 
mittee that is going to coordinate it. The defense part is going to be 
operated by the Defense Department. 

Any economic phase that comes up I would assume would be 
operated by the economic agency, in the same sense that ECA did 
it. But you still have to have the thing coordinated. We are talk- 
ing about an organization of about 100 people. That is the total 
personnel in the office of International Security Affairs in the De- 
partment of State. I would say about 30 of those people are tied 
up in a fiscal operation to make sure that this thing is properly 
coordinated. 

Mr. Herrer. Would Mrs. Bolton yield ? 

Mrs. Bouton. Yes, indeed. 

Mr. Herrer. You speak of this as a coordinating organization. On 
the other hand, the money that was ee aaaiaee te the last 2 years 
has been actually expended by that organization, that is, the money 
is spent by the State Department, so it becomes more than a co- 
ordinating agency ; in effect, it has control over the funds. 

Chairman Rrcuarps. When you answer that, I would like to inter- 
pose a question on that, if the gentlewoman will yield. 

Mr.  seseenay coal Mr. Congressman, as far as the appropriations, 
I think the appropriations of the funds should be made to the Presi- 
dent, and then the President decide where it is wisest to subappro- 
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priate those funds in order to do the best job in the executive branch 
of the Government. 

In all reality, in the way the Military Assistance Program oper- 
ated, there were large sums in the breakdown that were given to 
defense under the MDAP. But in order to have any sense of con- 
trol to this coordinating committee, the funds virtually had to be 
there. It would be like’ trying to coordinate somebody if they had 
all the money, all the power, ‘and so forth. They are going to tell 
vou to go chase over the hill. You have no authority over them 
whatsoever. It makes it practically impossible to do a job of co- 
ordination. 

Chairman Ricuarps. Will you yield? 

Mrs. Bouron. I think my time is up, Mr. Chairman. 

Chairman Ricuarps. I will interpose a question there. Granting, 
of course, that the State Department, under the President, m: akes 
policy, policy in Europe, in regard to the Atlantic Pact and the NATO, 
and all of that, T think that is pretty well defined in all of our minds. 

This thing is based on policy: That being the caseg why could there 
not be an independent agency to carry out that policy? If there was 
an independent agency in ECA to carry out ECA operations, why not. 
an independent agency over the whole thing? 

Mr. Humerstnr. This thing, Mr. Chairman, at least as I visualize 
it, is beyond anything under ‘the ECA. ECA had one single job to 
do. It was pretty definitely laid down what they were to ‘do. The 
guide lines were there. Actually, you do not have all of your policy 
made. You have your preliminary policy made and your operating 
policy as far as the present arrangements under the North Atlantic 
Treaty Organization, as far as Europe goes. But that is a shifting 
thing. That is going to shift from day to day, as new crises come 
along. 

NATO is in its infancy. It is going to become, T hope, a much 
stronger thing than it is today. Today it is nothing but laid out on 
a piece of paper, and the structure over there has but a skeleton staff 
working in it. There are no forces in being, as such. 

You have a long way to go before this is the meaningful thing that 
T am sure we need in order to carry out our objects of our foreign 
policy. 

If you take and put the defense, put the economic, put all that busi- 
ness 1n a separate agency, that fellow virtually is going to be a Secre- 
tary of State. He is going to be in the position that he is making 
and has the authority to practically make the decisions. 

Chairman Ricuarps. He could not override the President. 

Mr. Hvmetsine. No; but you could get such a complication and so 
much confusion down there, with the President being in the position 
of coordinating two Secretaries of State, that I think you would have 
yourself in a fine kettle of fish. 

Chairman Ricnarps. How about end items? Do you think they 
ought to be under this policy—military items? 

Mr. Humetstne. End items? 

Chairman Ricuarps. Yes; tanks, guns, and so forth, 

Mr. Humerstne. I think that isa yo fense problem to do. 

Chairman Ricuwarps. Then that should not be like it is in this bill. 
Defense makes those decisions, anyway. Why not turn those over to 
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General Eisenhower that are in this bill, those from our production 
line, that is, a certain percentage of them It has been suggested here 
that this is an over-all program of defense. It has been suggested if 
a = is assigned to Europe why not let the military handle it 
entirely. 

Mr. Humeéxstne. Largely, under the way it operates now, the mili- 
tary does handle it practically 100 percent, as far as the procuring of 
that. I think within the framework of this ISAC committee you 
ought to keep control of that thing to make sure that as this thing 
shifts from time to time you can adjust accordingly, as far as the 
overriding political necessities are concerned. 

If you could lay this thing down like General Motors does in lay- 
ing out their production of cars, and if you only had to worry about 
what the market was going to be for cars in the United States, then 
you could go ahead in the program to fill that. 

That is one thing. But this thing is shifting all the time. It is 
not static as the demand for cars is in this particular country. 

I heard someofie say this morning that we are not operating a thing 
as simple as a popsickle wagon here. It is not like a fellow taking 
a very simple business and running it himself. This is a very com- 
plex arrangement that has to do with everything that we are doing 
in the foreign-policy field. 

If you take that and put it lock, stock, and barrel outside of any 
coordinating responsibility of the Secretary of State and the State 
Department as such, I think you have got yourselves away from the 
fundamental idea. 

Chairman Ricuarps. The economic aid under the Marshall plan 
was a departure from the foreign policy of the United States. As 
far as that announced foreign policy to build up the world to combat 
communism, this Congress wrote into the law it would be an inde- 
pendent agency. That is before some of these other things came into 
it. I cannot see the distinction. 

If you could operate under that, and not have a head-on clash with 
foreign policy or the State Department, I cannot see why that same 
theory should not go along the line, unless it does not answer the prob- 
lem in the military field. 

Mr. Herter has arised the question here about end items from time 
to time. That is one phase of it, but I am talking about the over-all 
program of economic relief. 

For instance, some of the economic relief is for military production. 
That blends in from one to the other. I think if this thing worked 
under ECA, and there was not a head-on clash or conflict with the 
policy-making end of the Government, I just cannot see why the other 
will not work. 

Mr. Humetstne. Probably it is an oversimplification, but my gen- 
eral impression of ECA was that you had a very specific job that ECA 
was going to do, that was that you were going to get European pro- 
duction and the European economy back on its feet after the disaster 
of the Second World War. 

 oaeaacaness Ricuarps. Now ECA is going out and you have another 

ob. 
, Mr. Humetsrinr. That was, I think, a relatively simple job, as 
compared to what we are getting into now. It was a difficult job. 
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There is no doubt about that. But it was directed toward simple 
objectives. They were difficult to achieve. 

Chairman Ricnarps. I am getting a little away from your particu- 
lar field. I will call on Mr. Mansfield. 

Mr. Mansrretp. No questions. 

Chairman Ricuarps. Mr. Smith. 

Mr. Surru. Mr. Humelsine, what position do you fill down in the 
Department ? 

Mr. Humetstne. Deputy Under Secretary for Administration, sir. 

Mr. Smirnu. In that capacity you have the responsibility of con- 
sidering personnel ¢ 

Mr. Humetsrne. Yes, sir. 

Mr. Smirn. How many people are now engaged in this program? 
How many are employed ? 

Mr. Humetsine. In this particular program ? 

Mr. Smrrn. That is right. 

Mr. Humetstne. Approximately 100 actually employed in the Office 
of International Security Affairs. 

Mr. Surru. Here in this country ? 

Mr. Humetstne. Yes, sir. 

Mr. Smrrn. How many overseas? 

Mr. Humerstne. About 100 involved in the direction of the pro- 
gram, including the organization under Mr. Spofford. This includes 
a small staff under Mr. Bonesteel, Executitve Director of the ECC. 

Mr. Suirn. As you visualize the growth of this particular activity, 
have you been thinking in terms, or has your Department been think- 
ing of the maximum number of employees required for the over-all 
program ¢ 

Mr. Humetstnr. As far as the over-all program is concerned in the 
State Department, I do not visualize for the coordinating responsi- 
bility that we have a very large organization. The organization that 
is going to take care of the economic phase, and the organization that 
is going to take care of the military phase, as far as getting these 
things in production and handling the total economic arrangement, 
that is going to be, I imagine, a sizable staff. 

Mr. Smiru. Who would have that information ? 

Mr. Hume tstne. I imagine Mr. Foster would have that informa- 
tion, and I imagine Mr. Nash would have that information, as far 
as Defense is concerned. We do not, as far as State goes. 

This ISAC is a coordinating instrumentality. That is exactly 
what it is. It will not build up into a big organization, unless I am 
sadly mistaken. That is my understanding. Is that not correct, Mr. 
Coolidge? 

Mr. Cooutner. There are no plans for that. 

Mr. Smrrn. What activities are they coordinating? 

Mr. Humetstne. Under that, they are coordinating the entire pur- 
poses of this particular act. 

Mr. Smrru. You mean the whole act? 

Mr. Hume sine. The whole act, including the four titles, including 
NATO. NATO will come under title 1. That will be the largest, 
and the rest. 

They will be backstopping Mr. Spofford’s organization as the 
United States Deputy to the North Atlantic Treaty Organization. It 
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will be centered on this coordinating job, and will not get into the 
operations per se of the program. 

Mr. Erron. May I say that a letter has gone forward to you this 
morning outlining all the personnel, both in the United States and 
overseas, civilian and military, that the Department of Defense has. 

Chairman Ricwarps. I think we have that letter here. I was going 
to put it in the record. 

(The documents referred to are as follows :) 


Department of Defense employment under Mutual Defense Assistance 
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This statement includes only military personnel regularly assigned and civilian 
personnel regularly employed on a full-time basis for MDAP. The military 
personnel overseas does not include the members of mobile training teams, which 
are usually in temporary duty status. The civilian personnel in the United States 
does not include the labor force employed in the various installations and facili- 
ties from time to time in connection with the rehabilitation, repair, and delivery 
of matériel, or in the manufacture of equipment in Government plants and 
arsenals. There was an average of approximately 20,000 so employed during 
fiscal year 1951. The civilian personnel overseas does not include indigenous 
employees paid from contributed local currency. There was approximately 675 
so employed during the greater part of 1951. 


OFFICE OF THE SECRETARY OF DEFENSE, 
Washington D. C., August 3, 1951. 
Hon. JAMES P. RICHARDS, 
Chairman, Committee on Foreign Affairs, 
House of Representatives. 

Dear Mr. Ricnwarpds: Iam attaching for the information of the committee 
budget estimates and a general statement justifying them, prepared by the 
Department of Defense for administrative expenses for the Mutual Defense 
Assistance Program for fiscal year 1952. There is also attached a statement with 
respect to personnel services in the military assistance advisory groups, together 
with a breakdown of military and civilian personnel in each of the country 
missions. 

The attachments represent the most complete information as to personnel 
and administrative expense requirements available to the Department of De- 
fense. We will, of course, be happy to furnish any further information you 
may require. 

Sincerely yours, 
Epwarp L. WAppbELL, Jr., 
Lieutenant Colonel, GSC, Executive. 
(for 8S. L. Scorr, 
Major General, United States Army, 
Director, Office of Military Assistance). 


PERSONNEL SERVICES IN MILITARY ASSISTANCE ADVISORY GROUPS 


The general statement in the budget justifications for administrative expenses 
of the Department of Defense emphasizes that the military assistance advisory 
groups (MAAG’s) are representative of the entire Department and not primarily 
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of the services. This statement is based on the nature of these advisory groups 
and the functions they must perform. 

Their personnel are not compartmented ; the mission of training is one which 
is performed to some extent by every member of each of these MAAG’s, for 
example: similarly the checking on utilization of equipment provided is per- 
formed as part of the duty of every member of the MAAG as he carries out 
his duties related to matériel and training programs. The level of forces, the 
status of training and effectiveness of utilization of matériel on hand and an 
estimate of the capacity to utilize additional matériel effectively must all be 
weighed in developing, screening, and recommending country programs for addi- 
tional matériel as well as additional training to be financed from United States 
appropriations for mutual defense assistance. 

The statement which follows outlines the duties of the chief of a military 
assistance advisory group. All of its subordinate personnel are assigned to 
provide the necessary specialized assistance required to effect the mission of the 
chief. 

The chief of the MAAG, with appropriate assistance from the ECA Mission 
chief, is responsible, under the general direction of the chief of the diplomatic 
mission, for leading and coordinating United States military program efforts 
within the country and for making appropriate recommendations. He is pri- 
marily responsible for furnishing military judgment on all aspects of the 
program and for: 

(a) Advising the military staff of the country government on the initiation 
and development of requests for aid. 

(6b) Determining, in accordance with policy and instructions, matériel 
requirements, and submitting necessary itemized lists of equipment to be in- 
cluded in the country grant aid program. 

(c) Directing and assisting in the preparation of requisitions for United 
States military matériel. 

(d) Recommending priorities of receipt of equipment within the limitations 
of an approved program. 

(e) Coordinating proposed military-end-item -programs with the ECA Mission 
to permit elimination of items which can be obtained from other sources, and 
to serve as a basis for support by ECA of defense programs. 

(7) Participating, in cooperation with ECA representatives, in the develop- 
ment of programs for indigenous production, 

(g) Receiving United States military matériel and effecting transfer of title to 
the recipient government. 

(h) Advising and assisting the recipient government in the receipt, identifi- 
cation, storage, maintenance, warehousing, and proper use of military sup- 
plies and equipment furnished by the United States. 

(¢) Maintaining supply records showing the status of all approved military 
programs with respect, particularly, to items not yet requisitioned, items requi- 
sitioned but not shipped, items in transit, items received but not yet transferred, 
and items transferred to the recipient government and making required reports. 

(j) Initiating recommendations for the standardization of equipment, training 
methods and doctrines, and advising in the implementation thereof. 

(kK) Advising and assisting in the development of approved training programs, 
and establishing such United States training detachments requested by the 
country government as are approved by the United States Government. This 
will include direction of temporary training personnel assigned in accordance with 
approved policies and programs. 

(tl) Observing and reporting on the end-use and maintenance of items of 
equipment furnished. 

_ (m) Reporting on program progress, status of training, the capacity of the 
local armed forces to utilize the equipment scheduled for shipment, and similar 
matters. P 

In a number of countries, particularly Greece, Turkey, Formosa, the Philip- 
pines, and Thailand, the military assistance advisory group includes a field 
training mission with its personnel stationed with, and attached to, troop units 
of the host nation. In all other military assistance advisory groups, the training 
funet nos the stated nthe deceription of the duties of the chief of the military 
assistance advisory group; performance of training—to the extent that it is per- 
formed by United States personnel in these countries—is by mobile training teams 
(composed almost entirely of military personnel) detached for temporary periods 
to conduct specific courses at facilities provided by the host nation, whose extra 
expenses Within a country are paid by the host country. The operations func- 
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tion embraces the whole field of program development, supply, and end-use 
check— including the receipt of material, and assistance to the recipient country 
in utilization, storage, and distribution of matériel. With minor exceptions, 
civilian personnel are primarily stenographe and clerical employees who are 
United States nationals. A distribution of MAAG personnel complements esti- 
mated for 1952 MDAP operations is provided on the attached tables. 
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Mr. Smiru. I wish we might have that, Mr. Chairman. I think when 
we were in Paris, we were informed in Paris alone there were 3,400 
Americans engaged in all of the activities. 

Chairman Ricnarps. I think the distinction he made there was that 
that was the administrative end of the program, and not in the field; 
is that right ? 

Mr. Humetstne. That is right. 

Mr. Reece. Would the gentleman yield? Would it be feasible, Mr. 
Chairman, to have an over-all personnel breakdown which would 


include ECA and ISAC and MDAP, etc. ¢ 
89 
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Chairman Ricuarps. I think so. I think we should have it. I was 
under the impression we had most of that now. If we have not got it, 
I will assure the gentleman we will get it. 

Mr. Reece. Then it would be all together ? 

Chairman Ricwarps. Yes; and it would show your particular field 
that you are talking about, Mr. Secretary. 

Mr. Hume tstne. I will see that is prepared and furnished to the 
committee. Iam sure Mr. Cabot has that. 

(The information referred to is as follows :) 

Avu6ust 1, 1951. 
i ma for: Mr. Albert Westphal, House Foreign Affairs Committee 
staff. 

In accordance with our conversation of yesterday, I am forwarding, herewith, 
the data on MDAP employment in the Department of State. I understand you 


have already received like data from Defense and ECA and that taken together, 
these data meet the request of the committee as made to Mr. Humelsine during 
his testimony on Monday, July 30. 
I trust you will see copies of these tables are made available to Mr. Reese. 
J. E. Mureny, 
Comptroller, International Security Affairs. 


MDAP American Employment as at June 30, 1951 
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1 Program support includes positions necessary to absorb the impact of the MDAP on 
regular department operations. Includes such personnel as account clerks, clerk stenos, 
cryptographers, and other personnel in the geographic bureaus required to handle the 
increased work loan generated by the program. 


2In most overseas locations, the Department of State provides administrative support in 
the form of housekeeping services to defense elements in addition to State program 
personnel. 

Chairman Ricuarps. I know we have some. I wish you would see 
if there is an over-all statement from Mr. Cabot on down through 
the operations of the set-up that you are talking about, and the admin- 
istration of the ECA itself. 

Is there anything else, Mr. Smith? 

Mr. Smiru. I noticed in a release last Friday or Saturday by Mr. 
Foster that he is discussing changes also in administrative personnel. 
I was wondering what connection that had with the thing you are 
talking about. 

Mr. Humenstne. That is within the framework of his own organi- 
zation. On this particular organizatiton he has a representative. He 
has one of the five members of the coordinating set-up. That would 
be made up of the Defense representative, the State representative, 
as chairman, Mr. Cabot, and representatives of ECA, the Treasury, 
and Mr. Harriman’s office. 

Then this particular organization, this little coordinating organi- 
zation, 100 people work in effect, for this group within the frame- 
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work of the State Department, that is in the Office of International 
Security Affairs. 

Mr. Smirn. You said something a moment ago about somebody 
making mention of the fact that this whole proposition ought not to 
be considered from the standpoint of a popsicle business. 

Is there anybody down in your organization that really feels that 
Congress is really approaching this matter from that standpoint ‘ 

Mr. Hume sine. I was not referring to Congress. 

Mr. Smiru. You were referring to somebody, and from your re- 
marks I am impressed that they had reference to Congress’ approach 
in this matter. 

Mr. Humecsine. No, sir. Iam sorry if I gave that impression. 

Mr. Smiru. That is all, Mr. Chairman. 

Chairman Ricuarps. Mr. Carnahan. 

Mr. Carnanan. No questions. 

Chairman Ricuarps. Mr. Herter. 

Mr. Herter. Have I not exhausted my time by breaking in? 

Mr. Humelsine, I find myself a little embarrassed because both Mr. 
Cabot and Mr. Coolidge are close friends of mine and I have the 
greatest admiration for them, but I am still very confused about this 
coordinating set-up. 

When the ECA set up a regional office in Paris as a coordinating 
set-up for the European scene it began with a very small office. To- 
day it is much the largest office in Europe, I think with some one- 
thousand-three-hundred-and-some-odd people in it. It is literally a 
coordinating office. While it had certain specialists in it that operated 
for the different missions, it nevertheless started as a coordinating 
office for Europe, and in effect became a second screening oflice for 
everything that was done by every European mission. That would be 
screened again when it came to Washington. So you had three screen- 
ing processes. 

In order to do that, the OSR kept growing in numbers, and as the 
work tapered off it continued to stay at its full personnel 

Here you have individuals with the best of intent wanting to hold 
down the personnel of this coordinating operation, which is also an 
operating organization. The fellow who controls the funds is the 
operator. There is no getting away from it. If he wants to put the 
heat on at any moment he can withhold funds and he, in effect, takes 
the major responsibility for the operation under that process. 

When you are doing that, in order to keep yourself as well in- 
formed as all the missions and all the coordinating agencies, the ten- 
dency always is to build, and build and build, and you never get away 
from it when you officially set up a coordinating body of this kind. 

I have serious doubt as to whether it is good administration to do 
this, but I am impressed by your feeling that it is the logical way to 
go at it. I can understand it would be entirely the logical way to 
go at it if the State oe were taking primary responsibility for 
operating all the way, but operation and coordination are two entirely 
different things. ; 

Mr. Humensine. That is right, and we try to keep those two things 
distinct. 

_ Mr. Herrer. The fellow who controls the money sooner or later gets 
into the operation, and you cannot help it. 
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Mr. Humexstne. I do not think history bears you out on that because 
we have controlled the money as far as the MDAP is concerned. We 
do not have a great, big organization there built up. We have kept 
it small. The operation has been done by the military in that field, 
and I think you have a splendid object lesson there to look at. 

Yet, that has been going on for 2 years. 

Mr. Herrer. Yet, Mr. Humelsine, the military testified on Friday 
that the whole operation would be simplified and speeded up tremen- 
dously if they had a direct line of responsibility. 

Mr. Humetsine. It would be speeded up as far as their business is 
concerned. I admit if you give the money directly to the military, in- 
sofar as their particular phase of it is concerned, looking at it from the 
military standpoint, surely it is going to be speeded up. 

If you give money directly to anyone, it is going to be gotten rid of 
sooner in order probably to get the tanks, guns, and that sort of thing. 
However, there is more to this particular program than that one facet 
of it. : 

We want these things to be pooled together, so that we get our total 
United States objective out of it. We do not want one fellow running 
down one road and one fellow running down another road and another 
fellow running down a third road. 

Mrs. Ketiy. Will the gentleman yield ¢ 

Mr. Herrer. Yes. 

Mrs. Ketiy. Did I understand you to say that ISAC had full con- 
trol of MDAP? 

Mr. Humetsine. That is right. , 

Mrs. Ketxy. I thought ISAC only came into being about 4 months 
ago ¢ 

Mr. Humecsine. ISAC came into being about 4 months ago, but it 
is the successor agency to MDAP. MDAP was limited to the military. 

Now, actually, in getting ready for this presentation and in pre- 
paring this program to submit to the Congress, the ISAC organiza- 
tion was created, but it still includes the MDAP going concern. 

Chairman Ricuarps. Are you through, Mr. Herter? 

Mr. Herrer. Yes. Thank you. 

Chairman Ricnarps. Mr. Ribicoff. 

Mr. Rinicorr. No questions. 

Chairman Ricwarps. Mr. Reece. 

Mr. Reece. I do not have any questions, Mr. Chairman, but just 
a further comment with reference to the personnel breakdown. It 
would seem to me it would be helpful if that could be broken down so 
as to show the number of personnel in each one of these phases of the 
operation, so that when a person looks at it he gets a pretty good pic- 
ture of what is being required to carry on each phase of the operation. 

Mr. Humetstnr. I think I understand what you are driving at, and 
I will be glad to get that drawn up. If the chairman would permit, 
I would like to show it to you first in the draft form to see if we have 
what you are aiming at. 

Mr. Reece. Mr. Chairman, in some meeting of Congressmen I was 
attending, someone made the suggestion about the overlapping of re- 
sponsibility or operations of the ECA and the Voice of America in 
Europe, saying that the ECA is exercising a good deal of responsibility 
in that field. 
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I am not sufficiently well advised to know what they were talking 
about, but they spoke as if we had two pretty well-established voices 
there. One reached back to the ECA for its responsibility, and the 
other to the State Department. 

Chairman Ricnarps. You will get those? 

Mr. Humetsine. Yes, sir. 

(The information requested is as follows :) 


USIE RELATIONSHIP TO ECA 


In the field of overseas information, the ECA and the State Department per- 
form different and distinct jobs. Although the ECA uses many of the same tech- 
niques and media as the USIEF, the division of labor between the two agencies is 
carefully worked out to avoid overlapping. 

The principal distinction is this: ECA supports and defends its program in 
countries in which it operates and it reports on its activities to the United 
States. The State Department handles the rest of the United States information 
program. 

In order to insure effective teamwork and to avert duplication, there are regu- 
lar weekly conferences between the USIE officers and the ECA information 
officers in all the Marshall-plan countries. 

The Department of State and ECA-Washington maintain continued close con- 
tact. As our economic and military aid programs change their scope and direc- 
tion, changes will be made in our information programs to keep them in step 
and prevent the growth of duplication. 

Chairman Ricwarps. Mr. Hays. 

Mr. Hays. No questions. 

Chairman Ricuarps. Mrs. Kelly. 

Mrs. Keiiy. I have just one question. 

Is it a requirement for all personnel overseas to be American 
citizens ¢ 

Mr. Hume sine. No, ma’am. We employ overseas a certain num- 
ber of alien employees as support for some of these particular pro- 
grams. There is a requirement that any officer of any responsibility 
be an American, and anyone who has access to any classified infor- 
mation has to be an American. We do have certain clerical people 
and custodial people, chauffeurs, and individuals such as that, who 
are aliens. 

One of the main reasons we do that is from an economy standpoint, 
because it costs one-fifth as much to hire an alien as an American 
citizen when you take into account the salaries and the movement 
of families back and forth, and all the costs incident to keeping an 
American overseas. 

Mrs. Ketxiy. All administrative positions are held by American 
citizens ¢ 

Mr. Humexstne. That is correct. 

Mrs. Keiiy. That is all, Mr. Chairman. 

Chairman Rrenarps. Mr. Lanham. 

Mr. Lannam. No questions. 

Chairman Ricuarps. Are there any other questions? 

Mr. Lanuam. I might ask if these aliens are checked for loyalty ? 

Mr. Humetsine. Yes, sir. We check them for security. 

Mr. Lannam. I mean security. 

Mr. Humersine. Yes, sir. For security, but not for loyalty. 

Mr. Lanuam. I meant security. I used the wrong word. — 

Mr. Furron. Could I have one question, Mr. Chairman / 

Chairman Ricrarps. Yes. 
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Mr. Furron. Under section 16 of the Displaced Persons Act of last 
year, there was an authorization for countries that were overpopu- 
lated, for the transfer and emigration of their citizens to under- 
populated areas of the world. Has there been any organization set 
up under the ECA Act by way of personnel to implement that section ? 

Mr. Humetstne. You will have to ask the ECA people on that. 

Mr. Attan. What was the question ? 

Mr. Furron. Will you read the question ? 

(Whereupon the question by Mr. Fulton was read by the reporter.) 

Mr. Avan. I know we have some people in ECA in Washington 
who are actively concerned with that problem, but I do not think 
there has been a separate organization set up. 

Mr. Fvuron. Could you get that for us? 

Mr. Humetsine. I know quite a little of that. We have a Special 
Assistant to the Secretary in the Department of State, a Mr. Robert 
West, who is Special Assistant for Migration Problems. His office 
consists of himself and a secretary. As I understand it, he is working 
on that field with Government agencies to try to implement that very 
requirement laid down that you mentioned. 

I can get from him, I think, the type of information you are seeking. 

Mr. Furron. Would you please have him submit a statement to 
us for the record? I ask unanimous consent to put in the record at 
this point that statement as to the implementation of that section. 

Chairman Ricuarps. Without objection, that statement will be 
forthcoming, you say, Mr. Secretary, and will be placed in the record 


at the point indicated. ; 

(The information submitted by the Department of State is as 
follows :) 

The Department has been aware of the intent of the Congress to facilitate 
the movement of surplus manpower from Europe, including persons of German 
ethnic origin, as expressed in section 115 (e) of the ECA Act of 1948, as amended ; 
section 16 of the Displaced Persons Act of 1948, as amended; paragraph 6, 
page 87, of the report of a special subcommittee of the Committee on the Judiciary, 
House of Representatives, No. 1841, Eighty-first Congress, second session; and 
the statement made on the floor of the House by Congressman Walter, on June 
22, 1951, in connection with the extension of the Displaced Persons Act, as 
amended (Congressional Record, 82d Cong., vol. 97, pp. 7149-7150). 

Acting to carry out the intent of the Congress to increase the movement of 
surplus manpower from Europe, the Department has held a number of informal 
consultations with other governments and with international organizations 
on this subject and in this connection has given special attention to developing 
Ways and means of continuing the operation of approximately 12 ships already 
reconverted for this type of movement, which the International Refugee Organiza- 
tion will relinquish for other services upon its termination before December 31, 
1951. <A plan of operation has emerged from these conferences involving the 
continuing use of these ships under other auspices than the IRO in the service 
of moving surplus manpower from Europe. This plan envisages, in the first 
instance, the calling of a conference of approximately 20 governments at the 
earliest possible date, at which time the plan may be submitted for amend- 
ment and approval of these governments. The 20 governments would represent 
countries of emigration, immigration, and certain other countries which have 
an interest in reducing the pressures of surplus manpower in Europe. 

The plan envisages the establishment of a provisional arrangement among 
these governments, under which the IRO ships will be taken over, as relin- 
guished, for the movement of surplus manpower from Europe which would not 
otherwise be moved by present unilateral and bilateral arrangements. Estimates 
based on accumulated experience suggest that 100,000 additional persons could 
be moved in a full year of operations at a cost of approximately $30,000,000, cover- 
ing all administrative, processing, and ocean transport expenditures. Of these 
costs, $10,000,000 might come from ECA funds, although the ECA has not taken 
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this into account in its present request to the Congress for funds; $10,000,000 
from funds of countries of emigration in Europe ; and $10,000,000 from immigrant 
receiving and other countries concerned with the pressures of population in 
Europe. 

In the light of the expressed interest of other governments in the plan, there 
is reason to believe that $20,000,000 of the total funds required for a full year’s 
operation will become available from these governments. 

Acceptance of this plan involves a commitment to participate for 1 year by 
the concerned. governments, including the United States, in this provisional 
urrangement. It is recognized that the maintenance of these shipping facilities 
in operation will only partly resolve the problem of emigration of the substantial 
Europe and who desire resettlement opportunities overseas. Feasible plans for 
the resettlement of larger numbers will be presented to the Congress as they 
develop. It would seem wasteful and uneconomical to permit these shipping 
facilities to be disbanded at a time when plans for the movement of larger num- 
bers may emerge. Any commitment of United States participation beyond 1 year 
in a further migration program, however, will be a matter of later presentation 
to the Congress. The Department of State is prepared to proceed with this plan 
to afford facilities to move an additional 100,000 persons provided ECA funds 
in the amount of $10,000,000 are assured for this purpose. 


Mr. Fuiron. Under the ECA Act, as we passed it, there was a 
section which provided for the discovery of the assets of aliens of the 
ECA countries in this country and the possible application of those 
assets toward the program. There was some focling that various 
nationals of certain ECA countries, I believe, and also Greece and 
Turkey, were not sharing the tax burden or the other burdens that 
should be shared within each country. This is the problem of flight 
capital. 

Could you tell us what the organization is working on implementing 
that section and what are the results, if any, to date ¢ 

Mr. Humetsine. On that, again, 1 am not familiar intimately with 
the organization of the ECA. 

Mr. Atxan. I will see that there is an answer on that. 

Mr. Fuuron. I ask unanimous consent to put that report in the 
record on the progress made on that phase. 

Chairman Ricuarps. Without objection, that will be done. 

(The information requested is as follows:) 


UTILIZATION OF ALIEN ASSETS IN CONNECTION WitH FOREIGN-ASSISTANCE PROGRAM 


The question has been raised as to what type of organization ECA has estah- 
lished to assist the participating countries in locating, identifying, and putting 
into appropriate use foreign assets and earnings therefrom located in the United 
States. The question has also been raised as to how successful participating 
countries have been in mobilizing these assets. 

ECA legislation does not require the agency to establish an administrative staff 
for the purpose of assisting countries receiving ECA aid in mobilizing the gold 
and dollar assets of their nationals. However, the United States Government 
has taken steps to assist such mobilization. These steps were taken by the 
Foreign Funds Control Division of the Treasury Department in connection with 
its program of unblocking assets which were blocked during the war. The pro- 
gram involved three principal elements : 

1. Public notice was given that at the end of the specified period assets not 
certified by the foreign governments are free from enemy taint would be trans- 
ferred to the jurisdiction of the United States Alien Property Custodian. 

2. Accounts containing amounts of property, less than $5,000, were unblocked 
unless a known amount of enemy interests existed. 

3. A new census of assets in the United States held by foreign nationals was 
taken and the information gained was made available to the governments of the 
countries receiving United State aid. 

It has been argued that the participating countries should pay for a part of 
the aid program by utilizing their gold and dollar assets in the United States by 
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liquidating the American investments of their own citizens. In this way it has 
also been asserted that the liquidation of these assets would constitute a means 
of relief to the American taxpayer. The ECA consulted on this matter with the 
National Advisory Council on International Monetary and Financial Problems. 
The conclusion was reached that it would be unwise for the United States to force 
the European countries to liquidate their gold and dollar balances in order to 
finance their dollar costs. This dissipation of gold and dollar balances would add 
element of instability to the monetary systems of these countries. Moreover, 
investments in the United States earn an income which can be used to defray 
part of the cost of European requirements during the life of the program ind 
in subsequent years. To force the liquidation of invested assets would weaken 
the balance-of-payments positions of the participating countries in the future. 
Accordingly it was concluded that liquidation of dollar assets should not be a 
condition to aid under the European recovery program, but that assistance should 
be given to the participating countries in obtaining control of these assets along 
the lines indicated above. 

Participating countries have taken steps to mobilize assets, additional to 
the steps taken by the United States. The sections following will describe 
briefly the various measures taken by the participating countries. 

The Austrian Government has required that all foreign assets of its citizens 
be registered with the Austrian National Bank, and that all earnings therefrom 
be sold to the national bank. Further information on Austrian foreign assets 
was made available to the Austrian Government by the United States Alien 
Property Custodian. 

Belgium has sought to integrate the problem of repatriating foreign assets 
with its general economic policy of free enterprise. By restricting internal 
credit, the Belgian authorities have induced private holders of foreign assets 
to repatriate them in substantial amounts, particularly in the early years after 
the war. This was done without introducing direct controls or surrender re- 
quirements. There are no plans to introduce such controls or requirements at 
present. 

Danish laws require that all dollar assets held by Danes must be declared 
and, except for certain assets, like stocks and bonds, must be repatriated. In 
case of stocks and bonds, regulations do net require that these be sold, but do 
require that interest on them must be returned to Denmark. 

The French Government has taken measures both to stimulate voluntary 
repatriation of French capital abroad, and also measures to force such repatria- 
tion. These measures, together with the actions of the United States Treasury, 
referred to above, have resulted in substantial repatriation of French capital. 
According to figures issued by the French Government during the period Feb- 
ruary 1—20, 1948, $112 million of French dollar assets were repatriated, of which 
$5S million were in Swiss dossier. As of June 1, 1948, a census of assets in 
the United States belonging to French nationals indicated holdings totaling 
about $59 million. 

There are no German national assets in the United States. Such assets were 
sequestered by the United States at the beginning of World War II, and no 
foreign investment of any consequence has been permitted Germany in the 
postwar period. 

Under legislation of January 1949 all Greek nationals, not permanently regis- 
tered abroad, were required to declare all assets held in the United States. 
Individual holdings, in excess of $10,000 per person, were required to be re- 
ported. In February 1950, legislation required that 20 percent of such assets 
be transferred and utilized in Greece for the repatriation of the economy. No 
comprehensive information is presently available on Greek dollar assets, <Ac- 
cording to the July 1951 issue of International Financial Statistics published by 
the IMF, dollar exchange in the United States banks owned by Greek businesses 
and individuals totaled $6.5 million as of May 31, 1951. 

The Icelandic Government has indicated that it does not have information 
on assets held by its nationals in this country. Such assets are believed to be 
exceedingly small. 

Italian assets in the United States are subject to stringent controls exercised 
by the Italian Government over all foreign exchange assets. Italian nationals 
are prohibited from holding Italian assets in this country except for the purpose 
of enabling business concerns to maintain adequate working balances and except 
for the so-called 50-percent accounts, i. e. 50 percent of foreign-exchange earnings 
retained by exporters to retain 50 percent of their receipts in dollars. Holdings 
in these accounts remain normally at about $10 million. All Italian long- and 
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short-term assets in the United States are the property of the Italian Govern- 
ment with the exceptions noted above. The earnings derived from such assets 
revert to the Italian Government. 

The Netherlands Government has taken severe measures to acquire control of 
the dollar assets of its private citizens. Dollar balances with United States 
banks were taken over by the Government in exchange for guilders, except for 
such dollar assets as were required for working needs. Dollar securities must 
be registered with the Government. In this this connection, the assistance of the 
United States Government referred to above was of great help to the Netherlands 
Government in uncovering such securities. It is reliably estimated that some 
08155 million in dollar assets have been liquidated by the Netherlands in the 
postwar period. 

Norway has very stringent control over the use of foreign currencies. In 
1948 the Norwegian Embassy utilized all sources available to it for locating 
the payment accounts belonging to Norwegian citizens and companies in the 
United States. Inheritances to Norwegian citizens from the United States 
must be paid to the Embassy in dollars, and the Norweigian Government in turn 
disburses the Norwegian kroner equivalent. All countries are required to file 
a report on their dollar earnings. 

Turkish nationals do not hold important amounts of foreign capital. But 
Turkey has taken several steps lately to tighten up control on export proceeds 
to prevent circumvention of exchange control, and the illegal accumulation 
of exchange assets. 

Wartime exchange control regulations in the United Kingdom authorized 
treasury to regulate all foreign exchange transactions, and the Government 
was given the power to requisition foreign securities in exchange for sterling. 
During the war period very large amounts of such assets were liquidated in 
order to finance war costs. The Exchange Control Act of 1947 provided a 
permanent legislative basis for control of foreign-exchange transactions, but 
did not renew the power on the part of the Government to requisition foreign 
assets. However, at the present time all residents of the United Kingdom are 
obliged to surrender to an authorized dealer all receipts of dollars derived from 
foreign assets held abroad, in return for which they receive sterling. 

Mr. Fuiron. Could I make one further explanation on my first 
previous question ¢ 

I refer specifically to the Walter amendment to the ECA bill on 
the immigration problems of overpopulated States. 

Chairman Ricuarps. Thank you very much, Mr. Humelsine. It is 
good to have you with us again. 

Mr. Humetsine. Thank you, Mr. Chairman. 

Chairman Ricuarps. The next witness is Mr. Casper W. Ooms, con- 
sultant to the Secretary of Defense on patent matters. 

Mr. Ooms, you have a prepared statement you wish to make, do you 
not ¢ 


STATEMENT OF CASPER W. OOMS, CONSULTANT TO THE SECRETARY 
OF DEFENSE ON PATENT MATTERS (PATENTS) 


Mr. Ooms. I have, Mr. Chairman, and I can hand it in, however. if 
the committee finds it most useful to have that done. 

Chairman Ricuarps. It is a very short statement. Suppose you go 
ahead and make that statement and see if there are any questions. 

Mr. Ooms. I shall do that, Mr. Chairman. I shall not object to 
any questions that arise even while I am reading the statement. It 
will not interfere at all. 

Mr. Chairman and ladies and gentlemen of the Congress, my name 
is Casper W. Ooms. Iam an attorney with offices in Chicago, where I 
have specialized in patent law for more than 20 years. From 1945 to 
1947 I served as United States Commissioner of Patents. Since that 
time I have contributed my services on a part-time basis as Chairman 
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of the Patents Compensation Board of the United States Atomic 
Energy Commission, as a member of its Patent Advisory Panel, and 
as patent consultant to various Government departments and offices. 
I appear here as a consultant to the Office of the Secretary of Defense 
to render what help I can in respect to section 509 of the mutual secu- 
ia bill (S. 1762). 

The inclusion of section 509 in this bill was intended to accomplish 
several things to improve the efficieticy of this program. 

1. In the first place, the section would make unmistakable that the 
use of patented inventions in the advancement of the purposes of the 
act would be used “by or for the United States” and placed upon the 
same basis that has been established since 1910 for patented inventions 
used by or for the United States. Legislation has for more than 40 
years provided that the usual remedies, particularly the injunction, of 
patent owners shall not be available where the invention is used by or 
for the Government. 

The purpose of this legislation has been to prevent the interference 
with manufacturers of military equipment by injunction, and to pre- 
vent numerous suits in scattered places against subcontractors and 
others who may participate in the manufacture of equipment for the 
Government. The patent owner retains his full right to damages for 
any infringement that may occur, but must prosecute his suit directly 
against the United States in the Court of Claims. Since the United 
States Government would be ultimately liable anyway, no new burden 
is placed on the Treasury by this proposal. 

n view of the fact that the bill before you provides for assistance 
to other nations, which may involve procurement directly by them 
or for them, using United States Government funds, the question 
immediately arises whether such procurement and the manufacture 
pursuant thereto, is subject to the normal patent remedies or is subject 
to the special provisions which have long been effective with respect to 
manufacture which can be more directly identified with the United 
States. This section eliminates any such question and merely classifies 
the activities which this legislation contemplates with manufacture by 
or for the United States. It involves no change in the patent law 
and no novel procedure. 

2, The second effect of this section would be to group with patented 
inventions special types of information, secretly kept, such as secret 
processes, designs, and know-how employed in this program. I am 
talking about trade secrecy in this connection, not secrecy for reasons 
of national security. The former type of secret information has 
always been protected at common law in this country, both by injunc- 
tion and damages, and section 509 recognizes this, but remits the 
owner of such information to the single remedy of a suit directly 
against the United States in the Court of Claims. 

It is to be observed that the type of information for which this 
remedy is provided is carefully specified by section 509 (a) (ii) as— 

1. “peculiarly within the knowledge of its owner”; 

2. “not available to the public”; and 

3. “subject to protection as property under recognized 
principles.” 

This definition should insure that any disclosure which might have 
to be paid for under this section will be one upon which there would 
be an unquestionable right to recover at law. 
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Further, if the Government or any of its agencies has independently 
arrived at the information before any disclosure thereof was made to 
the United States by any claimant under this section, that would 
constitute a complete defense to such claim. That would meet the 
situation, which not infrequently arises in the development of weapons, 
that designs are made or processes developed by our own services and 
agencies which are not put into immediate use or published, but filed 
away. Subsequently the need for employment of this information 
arises and it is put into use. Meanwhile, the same information may 
have been independently arrived at by an individual who submits it to 
the Government. 

Regardless of the value of the information, obviously the Govern- 
ment should not be required to purchase what it had previously 
acquired by its own efforts and expense. 

This principle has been written into section 509, bgeinning at line 
12 on page 15 of S. 1762 through line 3 on page 16. 

I am informed that some apprehension is felt outside the Govern- 
ment over the possible ramifications of putting this language into the 
law. Since it is intended only to state existing principles as to 
defenses in suits of this type, it can be deleted without harm. 

Section 509 involves no legal novelties. It should encourage the 
submission of information of this special character, as it is one of 
the few statutory expressions to give it recognition. In addition, it 
will enable the Armed Services, which are now in possession of 
information procured in various ways during the enormous procure- 
ment program of World War II, to employ that information in 
furtherance of this assistance program with assurance that any owner 
of it is protected in any rights he may have in the information. 

The other provisions of the section are conventional. They expressly 
authorize Government departments and agencies to settle or compro- 
mise any claim made under the section, and they contain the usual 
provision against claims by Government employees arising from the 
use of inventions or information developed by Government employees. 
The latter is based entirely on existing law; i. e., section 68 of title 35 
of the code, - 

In brief, this section creates no new liabilities, but does clarify a 
few questions that might embarrass the procurement under this legis- 
lation. Actually, the problem to which the section is addressed is a 
simple one which should raise no substantial obstacles, but it is one 
of those intangible difficulties which raise questions in the minds of 
contractors and the procurement services and thus create a problem. 
This section should answer those questions and eliminate the problem. 
For this reason, I believe it should be incorporated into the act. 

I should like to add that this proposal has been discussed from time 
to time with a group of lawyers representing private industry who 
have been asked to give their advice in this field. They were selected 
on the advice of the Department of Commerce through the medium 
of various well-known trade associations. It was they who urged the 
omission on pege 15 that I have already endorsed. 

1 believe it is accurate to state that, with their help, we have elimi- 
nated from this proposal anything that would be opposed by private 
industry. It must be borne in mind that one of the two chief purposes 
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of this proposed section is to assure private owners of inventions and 
know-how of their just compensation. The other purpose, of course, 
is to further the Mutual Defense Program. 

I might say, since I prepared this statement last week it occurred 
to me that the problem of a statute of limitations from the time when 
these claims may be submitted has been raised. The usual statute of 
limitations in patent matters is 6 years. For private litigation, that 
is quite generous and completely adequate. However, in view of the 
provisions which are common in Federal legislation that the claims 
may be administratively determined, and because of the fact that 
frequently that consumes a great deal of time, it has been proposed in 
the code which is now pending under the general revision of the Patent 
Act that the statute of limitations shall be tolled from the time such 
aclaim is administratively presented and answered by the Government. 

In other words, the citizen who has the claim should not be penalized 
by the fact that the claim may take a year or two in processing in one 
of the Government departments. 

Accordingly, with the approval of the various services who have 
been consulted about this act, IT have a brief amendment which I am 
suggesting to care for that. 

Mr. Fuuron. Could you restate that again as to when the statute is 
tolled, specifying the exact time period ? 

Mr. Ooms. It would be from the time that the claim is first present- 
ed to one of the Government bureaus. 

Mr. Furron. Formally? 

Mr. Ooms. By a letter. That is considered formal for the presenta- 
tion of any of these claims. When that first claim is passed upon by 
the particular bureau. In other words, we want to protect the man 
against the delays that are natural in the bureau handling of claims 
of this type. We do not want to give him the opportunity of present- 
ing the claim first to the Defense Department and getting it turned 
down there in a matter of months, and then going to the Atomic 
Energy Commission and waiting another few months, and then going 
somewhere else and repeating the process and filing the same claim 
repeatedly, and adding in the 6 years provided by statute he has 
ultimately some 10 years. That is one of the exigencies that the 
language is designed to protect against. 

The presentation of the claim and the time of intervention between 
its first presentation and its first disposition which will be taken are 
added to the 6 years, and that alone will toll the statute. Have I 
mace it clear? 

Mr. Fuuron. Yes, but I wonder if it is compounding confusion by 
having these people make the claim to a number of departments. 
While a claimant is held up by those departments probably for a 
very good reason, that the United States is so busy on defense orders 
and we cannot take care of those things, the claimant’s time runs 
out. I mean, will this not fool the average citizen ? 

Mr. Ooms. The thought is that he will present the claim to the 
service which is most directly involved. 

Mr. Rietcorr. My understanding is just the opposite. This tacks 
it on and gives him extra time, and does not take it away. 

Mr. Furron. Yes, we know the extra time is given to the claimant, 
by extending the statutory times. The point I am making is this: 
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The claimant is probably dealing with the Atomic Energy Com- 
mission, the Defense Department, the Army, the Navy, and maybe the 
Air Force. 

Mr. Ooms. Normally not. 

Mr. Futron. But the claimant could be under this system. Then 
he is refused in one department, but he still is being carried on by 
the others possibly without any decision. 

Mr. Rmicorr. No. What I understand Mr. Ooms is saying is that 
the man had a 6-year statute of limitation. He files a claim with the 
Army, and then no action is taken for a year. That is then tacked on. 
That is not deducted away from the 6 years. 

Is that right? 

Mr. Ooms. It is tacked on. 

Mr. Furron. Yes; of course, that is not the question. 

Mr. Risicorr. It is extra time that he has. 

Mr. Ooms. Yes. 

Chairman RicHarps. One man to a witness, please. We will pro- 
ceed under the 5-minute rule here. I will start at that end of the 
table. 

Mrs. Kelly. 

Mrs. Kerry. I have no questions. 

Chairman Ricuarps. Mr. Reece. 

Mr. Reece. The elimination of this language you suggest on page 3 
of your statement would not impede the defense effort in any way, 
would it ? 

Mr. Ooms. I think not. It was merely an expression of a recog- 
nized defense at law. There may be a few cases that are not in com- 
plete agreement with the majority of the decisions, but I am con- 
vinced that the expression of the defense in the statute was merely 
the recognition of an established and widely accepted legal principle: 
so, it will not be impaired by deletion of the provision. 

I might add, I have a copy of the statute here marked up to follow 
the suggestions I have made in my testimony. 

Chairman Ricwarps. Is that all, Mr. Reece / 

Mr. Reece. Yes. 

Chairman Ricuarps. Mr. Hays. 

Mr. Hays. No questions. 

Chairman Ricwarps. Mr. Herter. 

Mr. Herrer. Mr. Ooms, how would these suggested amendments 
affect a situation of this kind that we ran across when we were over- 
seas? We found that the NATO there was trying very hard to get 
some 155 millimeter howitzers built in both France and Italy. They 
ran into a situation where they found there were some 1,500 dif- 
ferent patents that had been taken out on different parts of that gun 
as manufactured here, and were unable to get a clearance there so as to 
allow the foreign manufacturer to start in and get the blueprints and 
go ahead in making those standard guns. 

Would this language of yours simplify this situation ? 

Mr. Ooms. I think it would, and I think that is just a typical situ- 
ation to which this provision is addressed. 

Mr. Herter. Is that the kind of situation this is meant to cover, as 
well as any other? 
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Mr. Ooms. Exactly. That is very frequently encountered. You 
do not want to put the small manufacturer, who may be a subcontractor 
down at the end of the line, to the burden of determining whether he 
can truly go ahead on behalf of the United States. So what you do 
is concentrate all of the responsibility in the United States and require 
a single suit to be brought against the United States by the owner of 
ony of these patents. 

Mr. Herter. Assuming these guns are being made on designs fur- 
nished by the United States to a foreign government for its own ac- 
count, then what happens to the holder of the patent rights? . 

Mr. Ooms. The holder of the patent rights, unless he had foreign 
patents corresponding to those in the United States, could do nothing 
about it. That is, there are no rights. The right of the patent ex- 
tends only to the borders of our own sovereignty. Unless there were 
comparable foreign patents, if all the manufacture were done abroad, 
there would be no patent liability whatsoever. 

Mr. Herter. Even though the particular design which was patented 
in this country had been given by our Government to another govern- 
ment to operate on? 

Mr. Ooms. It would make no difference as far as patent liability 
is concerned. Once the patent is published in the United States and 
there are no corresponding foreign patents, that invention may be 
made anywhere in the world, because the publication of that patent 
is a book that is circulated throughout the world, and anybody who 
wants to follow its teachings may do so, and there is no liability. 

If the Italian and French manufacturers performed all the work 
in their own country and there were no corresponding French and 
Italian patents, there woud be no problem at all. But there fre- 
quently are corresponding foreign patents and they raise the problem. 

If that were procurement for the United States and there were a 
United States patent and any part of the work was done here which 
ran into one of the 1,500 patents—although that figure may be a little 
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high 

Mr. Herter. It sounds a little excessive. 

Mr. Ooms (continuing). The suit would have to be brought here in 
Washington in the Court of Claims against the United States and the 
work would proceed without any interference. 

Chairman Ricwarps. Are you through, Mr. Herter? 

Mr. Herrer. Yes. 

Chairman Ricnarps. Mr. Ribicoff. 

Mr. Rrercorr. I have no questions. 

Chairman Ricuarps. Mr. Fulton. 

Mr. Fuuron. I do not want to give the impression that anyone at 
the table believes that tolling the statute cuts down the 6-year period. 
It does not. It adds to it. However, the question is, if the claim is 
to be made to one Government department, and then on the date of 
the decision by that department the statute is tolled and begins to run 
again from the time of the decision, might not the average person be 
confused if he is still being held up by other departments without 
their having made a decision ? 

I wonder, as a result, if in the statute we should not be definite 
and ‘have some set-up specifically designating where all claims are 
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to be made, and where all of this time element is to be worked out. 
You see what I mean, do you not‘ 

Mr. Ooms. I see what you mean. May I make these few suggestions 
that arise out of a little familiarity with the program in the field? 
Usually the man who makes the claim gets to the right department 
immediately. The bicycling efforts between departments occurs usu- 
ally on the part of the man who does not have a real claim, and it is 
not a bona fide claim. He thinks he has, but he does not have one. He 
mistakenly goes about. But when the claim is presented to one of the 
services there is usually consultation to determine just where the 
claim should be presented, and the man is told quite promptly that he 
has made his claim to the wrong department. 

Now, Captain Robillard is here from the defense services, and he 
has had a great deal of experience with this procurement, and he 
can go into that further with you, Mr. Fulton. 

However, I think that the 6 years, plus the time for handling the 
first claim, will meet every practical situation which I can think of. 

Mr. Fuuron. Could I hear your amendment which you propose to 
meet the particular problem ? 

Mr. Ooms. Yes. I would be happy to read that. I am going to 
leave the copy, if I may, and ask that it be incorporated here: The 
amendment would read as follows—it would be section 509 (e), and 
it would read as follows: 

Except as otherwise provided by law, no recovery shall be had for any in- 
fringement of a patent committed more than 6 years prior to the filing of the 
complaint or counterclaim for infringement in the action, except that the period 
between the date of receipt by the Government of a written claim under sub- 
section (c) above for compensation for infringement of a patent and the date 
of mailing by the Government of a notice to the claimant that his claim has been 
denied shall not be counted as part of the 6 years unless suit is brought before 
the last-mentioned date. 

Mr. Fuutron. May I comment on that? Why do you state it as the 
date of the receipt by the Government of a written claim? Why is it 
the receipt of the claim by the Government rather than the time of post- 
ing or a registered mail notice / 

Mr. Ooms. I think the proving of the receipt by the Government 
records is a much more reliable method of doing it. 

Mr. Fuiron. With whom have you cleared this particular section 
509% Have you cleared it with Westinghouse Electric, United States 
Steel, Jones & Laughlin, Koopers Co., and others involved ? 

Mr. Ooms. I would like to submit for the record, if 1 may, Mr. 
Chairman, the list of the industry people who have been consulted. 
They have been consulted on 509 (e) also. 

Mr. Fuuron. I will ask unanimous consent to put that list in the 
record. 

Mr. Gorvon (presiding). Without objection, it will be placed in 
the record, 

(The list referred to is a follows:) 


ApvisORY COMMITTEE ON PropUCTION INFORMATION 


At the suggestion of the Department of State, the Department of Commerce 
invited representatives of a number of well-known associations and manufac- 
turers in industry to participate in discussions on the question of patents and 
information arising in the Mutual Defense Assistance Program. As a result, 
the individuals named on the attached list have participated in this Committee. 
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Advisory Committee on Production Information 





| 
; Membership in other patent 
Member | Representing— associations 


Automobile Man- American Patent Law Associa- 
ufacturers As- | tion, section of American patent, 
sociation. trademark, and copyright law of 

| the American Bar Association, 











Mr. George C. Arvedson, Automobile Manu- 
facturers Association, 320 New Center Bldg., 
Detroit, Mich. 

Mr. F. J. Curtis, Monsando Chemical Co., 918 | Chemical indus- 
16th Street NW., Washington, D. C. y 

Engineering 
equipment _in- 
dustry. 


| 
| 
| 
| 
Mr. J. E. Dickenson, United Engineering & 
a. 
Mr. J. M. Hadley, Bendix-Aviation Corp., 1333 | National Security 
| 
| 
| 


Foundry Co., 948 Duquesne Way, Pittsburgh, 
>, 


G Street NW., Washington, D. C. Industrial As- 
sociation. 

Aeronautical 
equipment in- 
dustry. 


American Patent Law Association, 
section of American patent, 
trademark and copyright law of 
the American Bar Association. 

National Foreign , American Patent Law Association. 
Trade Council. , 


Mr. Martin E. Hogan, Jr., Glenn L. Martin 
Co., the Glenn L. Martin Co., Baltimore 3, 
Md. 


Mr. Edward D. Phinney, International Tele- | 
yhone & Felequere Sate. 67 Broad Street, 
Jew York, = | 

Mr. B. E. Sicckelford, Radio Corp. “1, Ame rica, Electronics and 
30 Rockefeller Plaza, New York 20, N. Y. | electronic equip- 

ment industry. 

Mr. F. Gerald Toye, General Electric Corp., | National Associa- 

Munsey Bldg., Washington 4, D. C. | tion of Manu- 
|  facturers. 


2d vice president, American Pat- 
ent Law Association, section of 
American patent, trade-mark, 
and copyright law of the Ameri- 
can Bar Association. 





Mr. Smirn. There is nothing secret about it, is there? 

Mr. Ooms. Oh, no. There is nothing secret about it. They were 
selected by various associations, such as the National Association of 
Manufacturers, the Automobile Manufacturers Association, the Na- 
tional Foreign Trade Council, the engineering equipment industry, 
the aeronautical equipment industry, the electronics and electronic 
equipment industry, the chemical industry, and the National Security 
Industrial Association. They took patent men from the large com- 
panies, such as United Engineering & Foundry Co. of Pittsburgh, 
the Glenn L. Martin Co. of Baltimore, RCA, General Electric, Mon- 
santo Chemical Co., Bendix Aviation, and the International Tele- 
phone & Telegraph Corp. 

Mr. Furiron. What associations of attorneys have approved it ? 

Mr. Ooms. I do not know. 

Mr. Futron. Any patent associations ? 

Mr. Ooms. I do not know to what extent they have been consulted. 
My last meeting was with this group. 

Mr. Fuiron. Would you submit that for the record later? 

Mr. Ooms. I would be happy to. 

Mr. Furron. I have been advised you have taken out section (e) of 
509 which is really a protection for Government employees against 
fine for disclosing of secrets in their necessary duties. It will not 
submit it here, nor take the time of the committee, but T have a very 
strong complaint from an industrial company in Pittsburgh con- 

cerning what it considers very secret processes involved in a dis- 
closure by Government employees. The complaint covers things they 
feel are vital to the defense of this country and vital to their com- 
pany. Ican give you that later, if you like. 

Mr. Gorvon (presiding). Your time is up, Mr. Fulton. 

Have you any questions, Mr. Carnahan / 

Mr. Carnanan. No questions. 
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Mr. Fuiron. Would you yield your time to me for one more ques- 
tion ¢ 

Mr. Carnanan. I will yield to the gentleman. 

Mr. Futon. The question comes up too on the the use of foreign 
patents in the defense program. The —— comes up, how should 
we implement that? There is no doubt that, under this bill all the 
patents of United States citizens and United States patents will be 
open to the program and subject to later suit before the Court of 
Claims as to determination of the damage done to the individual. 

Should we have in this bill some sort of a prior condition which 
recipient countries should accept, which is a reciprocal arrangement, 
stating that they too will do as we are doing with our patentees / 

Mr. Ooms. May I defer to Mr. Cardozo of the State Department 
on that? That is being worked on. I have forgotten the name of the 
documents, but a series of negotiations and agreements are being 
worked on between the various governments to take care of that 
situation. 

Mr. Fuuron. I say that because I think some of our companies 
would likewise like to have ready access to these foreign patents, which 
I understand in many cases are being very zealously guarded. 





















STATEMENT OF MICHAEL H. CARDOZO, ASSISTANT LEGAL ADVISER 
FOR ECONOMIC AFFAIRS OF THE DEPARTMENT OF STATE 









Mr. Carpvozo. I am the assistant legal adviser for economic affairs 
of the State Department. 

In the Mutual Defense Assistance agreements there was a mention 
of the patent problem, and that subsidiary agreements would be 
made between the United States and the NATO countries, covering 
the question of the use of patents and their use in the program. In 
accordance with that we have started negotiating agreements with all 
the countries, looking toward the use of patents and patented in- 
formation for the furtherance of the program. 

We have gotten to the point where we have a draft agreement which 
we are about to submit to the other countries, in order to assure that 
the program would not be impeded in any way by difficulties in getting 
patent licenses and know-how, and at the same time protecting the 
rights of the patent holders and of the originators of the know-how. 

One of the problems in this connection has been that once know-how 
is revealed, there is no way of getting it back and preventing its use 
in commercial fields. So one of the things we want to be sure of is 
that when it is revealed for defense purposes the originator of it 
will be contacted and will get proper compensation if it is used for 
any other purpose. 

Mr. Furron. Then another point that should be raised is the pro- 
tection of the United States Treasury as to the amount of the claim 
allowed to a foreign patentee on a foreign patent, because there may 
not be the same resistance in the foreign government to the payment of 
a claim when it can be easily seen the United States taxpayers will 
dothe footing of the bill. 

What kind of protection do we have there?’ Do we have a consent 
of the United States Government required as to the payment of claims 
on foreign patents by foreign governments under this program ? 
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Mr. Carvozo. If you are talking about a patent taken out in the 
foreign country—— 

Mr. Futron. In the foreign country and used in this program. 

Mr. Carvozo. It is very unlikely that the United States would pay 
anything on that unless the patent holder were an American citizen. 
In some cases we might pay his claim against the other government 
for its use of his patent in the Mutual Defense Program. If the 
patent is in this country and we are using it for production for de- 
fense purposes, then the United States Government would be liable 
to the patent holder. If that patent holder is a foreigner, in some 
cases, we will ask the other governments to pay him the royalties under 
that patent. 

Mr. Futon. But we in the United States do not have any say as 
to how large a payment will be made when we are interested in the 
amount because of our making up the deficit in the foreign govern- 
ment’s military program ¢ 

Mr. Carpozo. If the foreign government pays him they would pay 
him in local currency and you would not be concerned with the amount 
that they pay him. If we pay a foreigner who has a patent in this 
country it would only be in accordance with the rules and standards 
of how much we would pay any patent holder in this country. If he 
were not satisfied with what he was offered he would have to sue in 
the Court of Claims and get his regular allowance. 

Mr. Gorpon (presiding). Your time is up, Mr. Fulton. 

Mr. Fuuron. Mr. Chairman, could I finish with this ? 

Could you submit to us either a form of amendment to protect that 
situation, or give it to us in the form of a paragraph or two that 
should be put in the report to settle that question, because that would 
be immediately questioned by businessmen in some of our industrial 
areas. 

Mr. Carpozo. Yes, sir. 

Mr. Fuuron. Thank you very much. 

Mr. Ristcorr. I have a question. That is not to be the policy, is it? 
I assume the committee will have an opportunity to pass on what Mr. 
Fulton’s suggested amendment is. 

Mr. Fuuron. Of course. They are just submitting a form for our 
study. 

(The information, supplied by the Department of State, is as 
follows:) 

Mr. Fulton asked what measures were being taken to protect the United 
States Treasury from claims by foreign nationals in case the other governments 
are not as careful to defend against such claims as the United States. It must 
be emphasized that the United States Government has not undertaken to in- 
demnify the other governments against claims filed against them arising out of 
the use of patented inventions and information. In some selected cases, the 
United States may pay the claims of American nationals against other govern- 
ments, when such claims are based on foreign patents used in the Mutual De- 
fense Program. In such cases, the transactions will be carefully scrutinized in 
order to assure that no more than the necessary amount will be paid. Some 
experience in this field was gained in World War II and no difficulty was en- 
countered in protecting the interests of the United States when such claims 
were paid. 

Mr. Gorvon (presiding). Mr. Smith. 

Mr. Smirn. Did much of this develop in World War IT? 

Mr. Ooms. Considering the size of our procurement, I would say 
it was a trifling amount. I do not know the amount of claims pending 
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now in the Court of Claims, but it is very small considering our 
activities. 

Captain Ropitarp. It is very small. 

Mr. Smrru. What would be the particular need to throw in these 
safeguards such as you are proposing now ? 

What I am worrying about now is not the big fellow whose rights 
might be trespassed on, but the little fellow who has a very little pat- 
ent claim, and what he is getting here is a good lawsuit. In the time 
it takes to adjudicate these matters in the Federal court he might be 
dead and buried and his heirs might still be in court. There is no 
relief from that kind of situation, is there, for the smaller concerns or 
individuals ? 

Mr. Ooms. No. There is not, excepting just the general improve- 
ment. There has been a very marked improvement in the handling of 
these claims in the Court of Claims. They are moving through right 
along. There is no relief any other way. That is, if a small manu- 
facturer had a suit against a contractor or subcontractor way down 
the line in this procurement line he would encounter the same delays. 

I would question, if it were shown the procurement were for the 
United States, if any court would issue an injunction. The matter 
of determining liability would take just as long in the district courts 
throughout the country as it would in the Court of Claims. 

Mr. Smrru. Would it be advisable, do you think, in this legislation 
to set up some kind of mediation board ? 

Mr. Ooms. I think it would. Not in this legislation, Mr. Smith. 
The purpose here is too limited. There is a movement under way 
now to set up an Inventors Award Commission that will have a much 
more extensive jurisdiction over all of these types of problems. They 
are reconunending it in almost every type of legislation you get for 
military procurement. 

Our present situation has been a patchwork one, which should be 
met by just such a commission as you contemplate, which would have 
jurisdiction over this type of thing. 

We have a small one in the Atomic Energy Commission. It has 
been running now for 4 years, and there have been only 10 claims filed, 
7 of which , ion been disposed of. Three of us are sitting on the 
board. Two of the men are leading industrialists, and I happen to 
be an attorney. We donated our services. They are getting along 
very well. That could be done on a much broader basis, but I think 
to put that specialized type of thing into this legislation would be a 
mistake. 

Mr. Smirn. That is all. Thank you. 

Mr. Gorvon (presiding). Mrs. Bolton. 

Mrs. Botron. No questions. 

Mr. Gorpon (presiding). Mr. Javits. 

Mr. Javits. Thank you, Mr. Chairman. I have no questions at 
this point. 

Mr. Gorvon (presiding). You may ask a further question, Mr. 
Fulton. 

Mr. Fvcuton. The set-up in World War II had some sort of an 
agency where inventors put their ideas in. That was a quasi- 
Government agency. What was that? 

Mr. Ooms. The National Inventors Council, Mr. Fulton. 
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Mr. Fcuton. And the inventors would write in to that National 

Inventors Council during World War II, would they not? 
Mr. Ooms. That is correct. 

Mr. Fuuron. That would be a Government agency to the inventor, 
would it not ? 

Mr. Ooms. It was, except that it was completely manned, with the 
exception of a half a dozen service people and the Commissioner of 
Patents—it was completely manned by industrial representatives, 
such as Charles Kettering, of General Motors; and Zeder, of Chrysler; 
and Coolidge, of General Electric; and a group of that type of men. 

Mr. Fuuron. Is there any similar agency for this defense produc- 
tion program ? 

Mr. Ooms. That same agency has been continued. It has been 
given some encouragement and is being revived for this purpose. It 
is continued on a stand-by basis, but it is now being recognized and 
reestablished for this purpose as well as all other purposes. 

Mr. Fuiron. When the inventor under this defense program writes 
in to this agency, stating what his invention is, will that be considered 
an appropriate Government agency for making a record for him or 
making a decision ¢ 

Suppose he writes into that agency and it is 4 or 5 months before 
they make a decision as to whether they like it or not¢ Is the in- 
ventor’s time for filing his suit then tolled for the amount of time that 
this agency takes to make a decision ¢ 

Mr. Ooms. No. He has not at that time made any claims. There 
has been no controversy at that stage. He has merely submitted an 
idea. If it is an idea that the United States has begun to use and has 
procured from him, his time is running, and I think if he files a claim 
at any time that would toll the statute for that purpose, even though 
the claim were filed with the National Inventors Council. It is a 
Government Agency. 

Mr. Fuuron. That is what I wanted to get. How does this agency 
definition affect the tolling of the statute of limitations on the filing of 
the claim by the inventor? 

Mr. Ooms. The proposed section, 509 (e), merely says, “Receipt by 
the Government of a written claim.” The National Inventors Coun- 
cil is a governmental agency. You people make the appropriations 
for maintaining it. 

Mr. Javrrs. Will the gentleman yield? 

Mr. Fuuron. I yield. 

Mr. Javits. Would the record show as a completion of that question 
the statutory authority for that organization’ I ees to know a 
good deal about the National Inventors Council because I dealt with 
it during the war as an officer in the Chemical Corps, and they were 
very good and very useful. 

Mr. Ooms. I would be happy to provide that. 

Mr. Javits. So that we are all sure that is so. I remember there 
was some doubt about that. It was supposedly just a tolerated affiliate 
of the Department of Commerce, as I reeall it. I think the record 
ought to show some substantiation for your statement that it is a 
Government agency, that is, some Executive order or statutory au- 
thority. 

, Mr. her age (presiding). Without objection, it will be placed in 
1e recor¢ 
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(The information requested is as follows :) 
NATIONAL INVENTORS COUNCIL 


The National Inventors Council is described in the United States Government 
Organization Manual in the following terms: 

“The National Inventors Council was created in August 1940, by the Secretary 
of Commerce with the concurrence of the President of the United States, to 
receive, evaluate, and pass on to appropriate branches of the armed services all 
inventions, inventive ideas, and new products and processes submitted by the 
public as a contribution to the war effort. It works in collaboration with the 
Army and Navy. Existing Army regulations require that all inventions sub- 
mitted by the general public through the Department of the Army should be 
referred first to the Council. 

“The Council embraces in its membership noted inventors, industrialists (ex- 
perienced in the development of inventions), and public officials, including rep- 
resentatives of the Army and Navy.” 

In addition, by a letter to the Chairman of the National Inventors Council 
dated March 29, 1951, the Secretary of Commerce has delegated to the Council 
his responsibility under section 4 of Public Law 776, approved September 9, 
1950, which reads as follows: 

“The Secretary is directed to refer to the armed services all scientific or tech- 
nical information, coming to his attention, which he deems to have an immedi- 
ate or potential practical military value or significance, and to refer to the 
heads of other Government agencies such scientific or technical information as 
relates to activities within the primary responsibility of such agencies.” 

The expenses of the Council are paid out of funds of the Office of Technical 
Services of the Department of Commerce. 

Mr. Furron. Could I finish that line of questions? This is really 
important to us in Pittsburgh and it is the thing we are interested in. 
I think we are developing something of interest to the business peo- 
ple. It is important to those of us who are interested in these prop- 
erty and business rights. 

Section 509 (e), as originally submitted, which deals with the pro- 
tection of Government officers and agents against fine for the dis- 
closure of necessary information in the course of their duties, has 
been deleted. Why? 

Mr. Carpozo. May I answer that? 

Mr. Gorpon (presiding). Yes, Mr. Cardozo. 

Mr. Carpozo, When we were working on the drafting of this pro- 
vision we understood that a great many officers and employees of the 
service departments primarily were greatly concerned because they 
were unable to communicate know-how in the possession of the De- 
fense Department to manufacturers and the like, for fear that if they 
communicated that information they would be subject to the penalty 
of the existing statute, which is a criminal law, 18 United States Code 
1905. That law is so broad that it looked as though if they got any 
information in any way in the course of their work, even if it were 
not confidential information, they would not be able to pass it on. 

So this provision was drafted in order to see that this program 
would not be impeded because those people would be unable to com- 
municate the information. On further study of the section as to the 
history of it and the like, the conclusion was reached that they should 
not be concerned about the application of that law in connection with 
legitimate communication of information in the course of their em- 
ployment. 

Consequently, we concluded that if there was no improper action 
on their part and they were acting in the course of their employment, 
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that they would not be subject to criminal penalties. They are being 
advised in that sense, and therefore this section has been deleted. 

We have made a suggestion to both committees that it be taken out. 
One reason for that is that as drafted this section in itself was too 
broad, going in the other direction, so we feel we do not need any such 
section. 

Mr. Furron. Could I state a situation then which raises bitter com- 
plaints and leaves people who are contractors in the defense program 
pretty much at sea. That situation is this: When the contractor 
feels—and he is a very loyal citizen in feeling it—that certain officers 
and agents of the Government are going clear beyond the scope of 
their duties, or are simply careless or thoughtless in disclosing vital 
information, then what can he do to stop it? I have a very large 
company with a very important officer in it writing to me as a Con- 
gressman, saying, “This is greatly interfering with our war effort, 
and if this disclosure continues we just supply information to for- 
eign people who would be very anxious to get it.” 

How does the particular contractor, as a matter of implementation 
under this section, get a chance to state his claim’ Could I ask the 
witness that? It seems to me deficient from the point of view of the 
patriotic American contractor unless he has some place to go to put 
his claim in that there is wrongful disclosure. 

Mr. Ooms. I think, Mr. Fulton, that the language of this section 
509—— 

Mr. Fuuvron. What subsection ? 

Mr. Ooms. (b) would cover that situation if he had secret informa- 
tion that was employed by others in pursuance of the military pro- 
gram. If he is damaged by that he can recover under 509 (b) (2). 

Mr. Furron. That 1s for his damages, but he wants to stop the dis- 
closure from occurring rather than to get damages. As I said, he is 
a patriotic American and he will in this case not be interested to take 
damages. He just does not want the information disclosed and he 
has no place to go to stop it. Here he is on the end of a rope with no 
knot, seeing the disclosures made because he has started to disclose 
and then finds there is an irresponsibility that he thinks will endanger 
our country. : 

Is there any place he can go to complain, or can he get an injune- 
tion against such disclosure ? 

Mr. Ooms. I doubt that he can get an injunction, but the military 
services, I am sure, would be happy—not happy, but they would be 
receptive to any complaint of that character because it violates every 
tenet they have over there. It. discourages the submission of very 
much needed information if it is freely passed out, contrary to regu- 
lations and contrary to the purposes for which it is submitted. 

Captain Robillard, with his long experience, would be able to answer 
that. I suggest that not to dodge the question, because I think that 
that man, if his facts are correct, has a very proper complaint which 
the services will receive and attend to immediately, because it is a 
very discouraging thing in the procurement services. 

Mr. Fuuron. In this particular case the contractor is obviously not 
getting the results it thinks are necessary for the security of the United 
States. 

Would it be possible to have such an agency set up in the mutual 
defense program that is on a policy level and over and above the 
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organization and administration level, where if a dispute occurred on 
the lower levels, or within an organization or between organizations 
in the defense program, that there is some place where you can have 
such a policy decision made? 

Mr. Ooms. I am sure it could be done. 

Captain Rositiarp. May I answer that, sir? 

Mr. Fuuron. Yes; I would be glad to have your answer. 

Captain Rosm.arp. Every contractor has the right of appeal to the 
contracting officer, and from there to the Secretary of the particular 
service. Iam quite sure that if he followed it he would have no diffi- 
culty. As a policy—and a very strong policy in the Navy, and I 
understand it is so in the other two services—we do not disclose any 
information of any manufacturer without permission of that manu- 
facturer. Unfortunately, there will be times when it gets out, but 
when you take the number of people and the amount of information 
we handle it is a little difficult to prevent altogether. The Navy 
Regulations 1265—— 

Mr. Fuuron. I have no complaint as to the Navy, possibly because 
I was in it, but I will submit this case to you later rather than take 
the time of the committee. 

Mr. Ooms. Mr. Chairman, may I leave with von the marked-up 
statute of the section which contains the changes I have discussed, 
and also the list of industrial representatives and the associations at 
whose behest they were respectively consulted with respect to the 
legislation ? 

Mr. Gorpon (presiding). I want to thank you for your appearance 
this morning. 

Our next witness this morning is Captain Robillard. Do you have 
a prepared statement, Captain ¢ 


STATEMENT OF CAPT. GEORGE N. ROBILLARD, UNITED STATES 
NAVY, ASSISTANT CHIEF OF NAVAL RESEARCH FOR PATENTS 
AND PATENT COUNSEL FOR THE NAVY 


Captain Rosmiarp. Unfortunately, I do not have enough copies to 
go around. 

I am Capt. George N. Robillard, patent counsel for the Navy and 
appearing for the Department of Defense. May I say here that the 
similarity between my own and Mr. Ooms’ statement is purely coinci- 
dental. We did not exchange notes until we got into this room this 
morning. 

If the committee please, my remarks will be directed solely to sec- 
tion 509, The primary purpose of this section is to vest the Court of 
Claims with jurisdiction, when in connection with the furnishing of 
military assistance in furtherance of the purposes of this Act— 

(a) infringement of a United States patent occurs; or 

(6) an owner of proprietary information is damaged by the 
disclosure of the information by reason of acts of the United 
States or its officers or its employees. 

In either instance, the remedy of the owner shall be by suit against 
the United States in the Court of Claims for reasonable and entire com- 
pensation. 
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The Department of Defense considers it essential that such jurisdic- 
tion be vested in the Court of Claims, in order to assure an uninter- 
rupted flow of materials for the purpose of military assistance. 

Considering patent infringement, the Court of Claims presently 
has jurisdiction when the infringement is by the United States, or by 
those acting for the United States. The controlling statute is 28 
United States Code 1498 but the court has had jurisdiction for acts 
of patent infringement by the United States since 1910. In 1918 the 
jurisdiction was broadened to include acts of infringement by those 
contracting with the United States. The purpose of broadening the 
jurisdiction was to prevent a patent owner from bringing suit in a dis- 
trict court against a contractor with the Government, obtaining an 
injunction, and thus prevent the flow of essential materials to the 
Government. 

For the purposes of military assistance it is not only necessary to 
prevent any stoppage in the flow of materials to the United States, but 
necessary to prevent any stoppage in the flow of materials to our allies. 
In many instances, materials for our allies will not be purchased 
directly by the United States and in the absence of this legislation a 
patent owner could enjoin a manufacturer from supplying the mate- 
rials if patent infringement exists. 

This provision will deprive a patent owner of the right to obtain an 
injunction and limit him to a money recovery. Balanced against this is 
the fact that manufacturers may be encouraged to enter into military 
defense production because they will not be faced with patent litiga- 
tion. 

For the reasons set forth, it is strongly recommended that the Court 
of Claims be given this additional jurisdiction in patent cases. 

In addition to vesting the Court of Claims with jurisdiction when 
patent infringement occurs, this section will also give the court juris- 
diction when an owner of proprietary information has been damaged 
by disclosure of the information by reason of acts of the United 
States, its officers or employees. 

That the owner of proprietary information has a right of action 
against a recipient of that information who has used it without the 
owner’s consent, is well established in the State courts. At least one 
Court of Claims case (Patton v. United States, 110 Ct. Clms. 195) 
implies that an owner of information also has right of action against 
the United States, if the owner can establish an express or implied 
contract. 

In many instances the information constitutes the manufacturer’s 
know-how. At times, such as when replacement of existing material 
or parts thereof is required, it is absolutely essential to have the 
manufacturer’s know-how in order that the tolerances and other 
technical features be identical in the replacements. 

The United States has in its possession volumes of such know-how. 
It has been acquired in many ways. Some of it has been voluntarily 
submitted ; other has been submitted in conjunction with invitations 
to bid; and much of it has been acquired under research and develop- 
ment contracts. When acquired under research and development con- 
tracts the United States has a right to disseminate it, but it does not 
have such right in all instances. 

It has been the policy, generally, to obtain the consent of the owner 
of the know-how prior to its transmission, but there are instances when 
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time does not permit, and other instances where an accurate determina- 
tion as to who the owner is cannot be made. Without consent of the 
owner there is an understandable reluctance on the part of officials and 
employees of the defense departments to disclose the information 
to other sources. It is believed that this reluctance could be swept 
away and that manufacturers and others would be much freer in pro- 
viding know-how if they were to be made whole for any damage re- 
sulting from the transmission of that know-how. 

The purpose of establishing an affirmative remedy in the Court of 
Claims is to give the owners assurance that if they are damaged they 
shall have the right to seek reasonable and entire compensation. For 
the reasons given it is strongly recommended that this remedy be estab- 
lished as an affirmative part of the law. 

In providing the Court of Claims with additional jurisdiction, 
section 509 further provides, beginning at page 15, line 9, that— 

In any such suit the United States may avail itself of any and all defense, 
general or special, that might be pleaded in a like motion. 

This has always been true with ——_ to patent litigation and prior 
to the codification in 28 U. S. C. 1498 like language was used in the 
earlier statute. Upon codification, this language was omitted, the 
reviser’s note stating: 

In the absence of statutory restriction, any defense available to a private party 
is equally available to the United States. 

The inclusion of the above language therefore appears to be a matter 
of choice; it does make the act more explicit, and for that reason it may 
be desirable. 

The above language establishing defenses runs to both patent cases 
and those based on disclosure of information, but beginning at line 12, 
on page 15, there is spelled out a defense running only to suits for dam- 
ages for use or disclosure of information. This defense, in brief, pro- 

vides that if the United States already has the information in its files 
it shall be a complete defense for the Government, provided— 

(a) it has a date prior to the disclosure by the owner of the 
information ; 

(6) it constitutes sufficient description of the information: and 

(c) the information has not been obtained directly or indirectly 
from the owner. 

The reason for spelling out this defense arises because of conflicting 
opinions in the courts as to whether or not a defendant in an action 
of this kind may show that the information was in fact old at the 
time of receipt. Some courts have held that the recipient may show 
that the information is old and thus the recipient is relieved from 
liability, even though he uses the information. Other decisions have 
held that, if the information is new to the recipient and he uses it, 
he is liable on the doctrine of an unjust enrichment, even though he 
is able to establish the information was in fact old. 

Despite the uncertainty as to what defense a recipient may raise, in 
order to avoid liability, one writer who has made a ses study of the 
subject reached the following conclusion: 

If the receiver had the submitted idea in his possession prior to the submis- 
sion, he receives nothing of value, and an obligation to pay will not be implied 
or imposed by law (vol. XXIX, No. 3, Journal of Patent Office Society, p. 161 
(March 1947) ) 








1422 THE MUTUAL SECURITY PROGRAM 


If this conclusion is correct, then this part of section 509 is nothing 
more than a codification of existing law. However, if it is not correct, 
this bill will enact into law a special defense for the benefit of the 
United States. 

As the Defense Department considers that the conclusion is correct, 
it does not, if there be any doubts, wish to press for inclusion of the 
defense. If the defense is a proper one, it will be available to the 
United States just as all other defenses are, whether or not it is spelled 
out in the act. 

Turning now to section 509 (c), this section gives to department 
heads the authority to settle any claims arising out of patent infringe- 
ment or information disclosure, provided the claim is submitted prior 
to bringing of suit. in the Court of Claims. The agencies presently 
have authority to settle claims for patent infringement under 35 
U. S. C. 91, when the infringement is by or for the United States. 

The authority to consider a claim of this type administratively is 
highly desirable. The procedure enables the Department of Defense 
to retain control over a matter which was developed by its action, and 
further enables a determination by personnel having intimate knowl- 
edge of the situation. If the matter be classified, the claimant must 
await the removal of security before proceeding in the Court of 
Claims, and thus, although having a remedy, he may not invoke it. 
When suit is initiated, not only is the time of the agency involved 
consumed but also that of the Department of Justice. By providing 
for administrative compromise and settlement of claims, the over-all 
cost of determining the existence of Government liability is reduced, 
both from the Government’s standpoint and that of the claimant. 

Section 509 (d) excludes an employee of the United States or his 
assignee from bringing suit under the provisions of this act while 
he is in the employment or service of the United States or on any 
information or invention discovered, invented, or developed while in 
the employment of the United States. This exclusionary provision 
is found in 28 U. S. C. 1498, and has been in the law since 1910. 

The next page and a half does nothing more than restate the amend- 
ment which Mr. Ooms suggested. I might say that that amendment 
originated in the Department of Defense. That is the tolling of the 
statute of limitations and was first proposed in the codification of the 
patent laws. I do not think there is any need to reread it, and it 
can be incorporated in the record. 

Mr. Gorvon (presiding). Without objection, the balance of your 
statement may be placed in the record. 

(The balance of Captain Robillard’s statement is as follows:) 

It is suggested that one further provision be added to section 509, as subsection 
(e) thereof. This provision should read as follows: 

“Except as otherwise provided by law, no recovery shall be had for any in- 
fringement of a patent committed more than six years prior to the filing of the 
complaint or counterclaim for infringement in the action, except that the period 
between the date of receipt by the Government of a written claim under sub- 
section (c) above, for compensation for infringement of a patent and the date 
of mailing by the Government of a notice to the claimant that his claim has 
been denied, shall not be counted as part of the six years, unless suit is brought 
before the last-mentioned date.” 

Under 35 U. 8. C. 70, if a claimant, wishing to take advantage of the admin- 
istrative settlement of his claim, files a claim and more than 6 years elapses from 
date of first use and denial of the claim, he loses the right to recover com- 
pensation for the period of time in excess of 6 years. Assuming that a claim is 
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denied 2 years after it is submitted, and first use was 5 years prior to the filing 
of the claim, then the claimant has lost the right to recover compensation for a 
l-year period should he be successful in the Court of Claims. The claimant 
cannot maintain this action in the Court of Claims concurrently with the admin- 
istrative claim, since filing of the action in the Court of Claims would divest the 
administrative agency of jurisdiction. 

In view of the foregoing, it appears that it would be in the best interests of the 
Government and equitable to the claimant to provide a tolling of the time a claim 
is being administratively considered. 

Summing up, the Department of Defense supports and recommends approval 
of section 509, but would not press for inclusion of the special defense running to 
disclosure of information. 

Mr. Gorpon (presiding). We will proceed under the 5-minute rule. 

Mr. Judd. 

Mr. Jupp. I want to ask this question, which it a little off the line, 
for my own information, because I have often wondered about it. 

Suppose in the war some weapon of ours is captured by the enemy. 
Let us say it contains some device developed from a privately owned 
secret patent, and the enemy, or maybe even an ally, gets it and dupli- 
cates it. Does the owner of that patent have any recourse ¢ 

Captain Ropitiarp. In the foreign country ? 

Mr. Jupp. Suppose it is an American patent, but the British or 
Russians get it. 

Captain Roprtiarp. He has recourse against us. 

Mr. Jupp. Against us? 

Captain Rositiarp. Yes, sir. 

Mr. Jupp. Because it was through the action of the United States 
by being at war with that country or giving them something through 
lend-lease or MDAP that they got the secret ? 

Captain Rositiarp, No, sir. He would not have any action against 
us if, for example, there was something like that happened during the 
last war, when the Norden bombsight was compromised. Of course, 
if the Japanese went on to build it, there would be no recourse against 
the United States Government if the Japanese got it. His only re- 
course against us would be for our making use of it. If the Japanese 
went ahead and made it and used it, he would not have any recourse 
against us; but if there was Japanese patent he could sue the Japanese. 

Mr. Jupp. For example, the cruiser J/i/waukee was lend-leased to 
Russia. I am told it had on it every secret and latest model weapon 
the United States Navy had. Obviously, the Russians got all of them. 
I do not know whether any of the late-model secret weapons were 
built under private patents or not, but suppose they were and the 
Russians came out with a bombsight, or something of commercial 
value, that they got through this cruiser M/¢/:vavkee lend-lease deal. 
Of course, after the war they will make it in commercial quantities 
and sell it, and in that way the patent owner has been deprived of 
some of his proper rights by this action of the United States. 

Captain Rogiarp. I would say he has no remedy because, by the 
same token, if the Russians came here and bought the same thing off a 
shelf somewhere they could go back to Russia and manufacture it 
without any liability. Just because we happened to give it to them 
does not change it too much. 

Mr. Carpozo. I would like to add something to that, if I could. 
Mr. Gorpvon (presiding). Mr. Cardozo. 
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Mr. Carpozo. There is a good deal of history which is going on with 
the Russians at the present time on that. In all the master lend-lease 
agreements there were provisions that the other country would pro- 
tect the rights of Americans who had patents in articles that were 
transferred. Drawing on that provisions and other agreements with 
the Russians, we have asked them to pay to the holders of patents in 
American companies, or oil refineries, that were transferred to the 
Russians under lend-lease. Interestingly enough, the Russians have 
made settlements with a number of companies in the past few months, 
and have made some of the payments on that. We hope that they will 
continue the negotiations with the other companies. 

As a matter of fact, the negotiations are going on from time to time 
right now. 

Of course, it was the State Department that got the Russians and 
the companies together and got them to sit down and negotiate, draw- 
ing on this agreement between the two countries. 

Captain Rosm.arp. May I point out I think there has been entirely 
too much emphasis on the question of patents. If there is a patent and 
if it is worth-while filing and obtaining a patent in this country, they 
generally get it abroad. The important thing here, in my estimation, 
is the know-how, because you can take any patent from the Patent 
Office, but it will take you years to put it into production. That is 
the important thing. Where we want to manufacture something, and 
manufacture it in a hurry, we can go to the contractor and say, “Look. 
We want to get this into production somewhere else. Will you sell 
us the know-how ?” 

Well, they are not very much inclined to do so. They are very much 
inclined not to give away anything because, after all, we are establish- 
ing a competi or. If they also have a patent position with that know- 
how their problem then is not too bad, because although we give the 
know-how to the other people we are still not letting them out from 
under the patent. 

However, until we can establish that they have some kind of a 
remedy and some kind of recourse in case we accidentally give away 
know-how, they are going to be very reluctant to come in voluntarily 
and help us on the matter. 

Mr. Jupp. Thank you. 

Mr. Gorvon (presiding). Mr. Hays, have you any questions? 

Mr. Hays. No questions. Thank you. 

Mr. Gorpon (presiding). Mr. Fulton. 

Mr. Fuuron. You have said that section 509 of S. 1762, on page 
15, lines 12 to 16, is already in the law in section 509 (e) of the act 
of 1910. Am I correct in that? 

Captain Rosmiarp. About the defense? 

Mr. Fuxiton. Yes. What did your section 509 (e) of the act of 1910 
refer to when you said there was something already in the law ? 

Captain Ropitiarp (reading) : 

In providing the Court of Claims with additional jurisdiction, section 509 
further provides, beginning at page 15, line 9, that: 

“In any such suit the United States may avail itself of any and all defense, 
general or special, that might be pleaded in a like action.” 

Mr. Futron. Was that just with respect to compromises administra- 
tively? That is what T am asking. 














THE MUTUAL SECURITY PROGRAM 


Captain Roprtiarp (reading) : 
The United States may avail itself of any and all defense— 


Yes, sir. 

Mr. Fuiron. Would you explain that ? 

Captain Ropmarp. Pardon me. Maybe we are referring to the 
settlement of claims? 

Mr. Fuuron. Yes. You referred to the act of 1910. That referred 
only to the administrative settlement of claims and the compromise 
of claims, did it not? 

Captain Rosrmiarp. No, sir. We have had in the law since 1910 
the right to sue the Government for patent infringement. 

Mr. Futon. I see. 

Captain Rositiarp. But we have only had, since World War II, in 

35 USC 91, the right to make an administrative settlement. 

Mr. Fuuron. I see. Your administrative settlement or compromise 
is limited solely to the time prior to the filing of the action in the Court 
of Claims; is it not ¢ 

Captain Ropittarp. We recognize, just the way the Court of Claims 
does, 6 years prior, and, of course, the right to a future license, which 
is the most important thing in most instances. 

Mr. Fuvron. Who handles the administrative compromise once it is 
filed in the Court of Claims? 

Captain Ropitarp. Once it goes to the Court of Claims it passes 
to the Department of Justice, and we have nothing to say about it 
unless we are invited. We have, however, administratively settled 
them at the request of the Department of Justice after they have 
gone there. 

Mr. Futron. In Mr. Ooms’ statement he said: 

I am informed that some apprehension is felt outside the Government over the 
possible ramifications of putting this language into the law. 

That is the principle of giving the Government this defense on 
having prior information ¢ 

Captain Ropimtnarp. Yes, sir. 

Mr. Fuuron. Mr. Ooms also says: 

Since it is intended only to state existing principles as to defenses in suits of 
this type, it can be deleted without harm. 

May I comment shortly on that? You have evidently in your 
testimony disagreed with Mr. Ooms as to what constitutes the law. 
For example, you have said that there is an article in the Journal 
of Patent Law that disagrees with certain court decisions which you 
inferentially state disagree among themselves on this type of defense. 
The basis of Mr. Ooms’ testimony here has been that the law is settled 
and, therefore, because it is settled this need not be in the act and it 
would be just surplusage. Your position, though changes a bit from 
that. If it is your position that we put that section into this law, then 
We are saying it is necessary to put it into the Defense Production 
Act. Then it casts a question or a doubt on anyone left out of the 
section. 

On the principle of exclusion that would mean that whoever is not 
under this defense program might not, by way of inference, have the 

right to this defense, because we found it necessary to put it in for 
defense purposes. 
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Captain Ropriarp. Well, I did quote an authority, but I quote 
him merely because he happens to be an outstanding authority. I 
have made an extensive study of this whole problem of submission 
of information because we get them at the rate of approximately 300 
a week, and what our liability is I still do not know. You can go into 
all of the ramifications. 

For example, in the State courts—— 

Mr. Furron. Could I stop you there? 

Captain Roprarp. Yes. 

Mr. Furron. Because that is where you disagree with Mr. Ooms. 
He, however, says it is the settled law outside of our even putting it in 
this act. 

Captain Rostitiarp. Well, I do not. I will disagree to that extent. 
I say if it is the settled law we do not need it in the act. If it is not 
the settled law we are enacting something special. 

I say from my own personal belief it should be left out, because 
T do not think we should put in a special defense in this case, because 
the files of the Government are so voluminous that I think it would 
just be another deterrent against getting people to give us anything. 

Mr. Furron. Do you think if we put that section in the bill, it might 
be throwing a doubt on people not under the act because we felt it 
was necessary to put that section in? 

Captain Ropmrarp. Oh, definitely. 

Mr. Futon. So that it would cast a reflection on other private 
organizations not having to do with the Government in their handling 
of this type of defense ? 

Captain Roprmiarp. Exactly. 

Mr. Furron. I would like Mr. Ooms or you, because you both have 
been working with it, to give us your idea of who it is who would 
have the apprehension outside of the Government on the possible 
ramifications of putting this language in the act. 

Then, secondly, I would like to know what those ramifications are. 

Captain Roprtiarp. May I just give you about 2 minutes on this, 
Mr. Fulton? This same defense has been offered to the Congress re- 
peatedly for the patent cases. There is a history that goes back 
maybe 20 years. 

Mr. Futon. Then why try to force it under this legislation? 

Captain Ropitiarp. It has been repeatedly thrown out. 

Mr. Fuuron. Then why try to put it in this bill? 

Captain Ropmxarp. Both of us are in agreement to throw it out. 

Mr. Fcutron. Then who was for putting it in? 

Captain Ropmuarp. The drafting of this act and this provision, in 
particular, was a long and onerous task. There are many people in- 
volved and at times there are things put in that some do not agree to, 
and it is just trying to get everybody into agreement on something. 

Mr. Furron. This is an important thing which affects many com- 
a in Pittsburgh. Would you submit to us a history that you 
1ave spoken of concerning the attempts to put this defense provision 
into law in various respects. Would you also give to us who or what 
groups it was that have sponsored the placing of this defense provision 
in the defense production program at this time? 

Captain Ropriarp. Yes, sir. 

Mr. Gorpon (presiding). Mr. Herter, have you any questions? 

Mr. Herrer. No questions. Thank you. 
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Mr. Gorpvon (presiding). Mr. Javits? 

Mr. Javirs. No questions. Thank you. 

Mr. Gorpon (presiding). Thank you very much, Captain Robillard, 
for your appearance and statement. 

Mr. Fuxron. I would like to say that I believe Mr. Ooms and Cap- 
tain Robillard because they have disagreed as to the status of the law 
as a basis for their statements, should have a little further amplifica- 
tion in the record of each point of view. 

(The information requested is as follows :) 


STATEMENT OF Mr. OOMS AND CAPTAIN RoprLLARD 


It will be noted from the committee print on the Mutual Security Program for 
the fiscal year 1952, on page 55, that the defense initially ran not only against 
information but also against patents. As set forth in 8. 1762, the defense only 
runs to information. 

The defense, as originally set forth in section 509, of the House version, was 
an attempt to incorporate a defense which many in Government have long felt 
should be available to the Government. This defense has heretofore been sup- 
ported by the Department of Justice and the armed services. Despite this, there 
has never been unanimity throughout the services as to the propriety of the 
defense. 

The defense was originally presented as an amendment to the act of 1910 
(now 28 U. S. C. 1498). It was proposed as early as 1940 but the Congress 
rejected it and it was again proposed in 1947. At this time extensive hearings 
were held and they are found in the printed hearings, serial No. 22 of 1948. 
Whereas in 1940 the use of the defense, if successful, would have invalidated a 
patent, H. R. 3929 proposed that the defense would only be good for the Govern- 
ment and would not invalidate a patent. H. R. 3929 was supported by the 
Department of Justice and the Department of Defense and it was opposed by 
the following: 

American Patent Law Association 

New York Patent Law Association 

Chicago Patent Law Association 

Los Angeles Patent Law Association 

Banning & Banning, Chicago, Il. 

Burnitol Manufacturing Co., Boston, Mass. 

George Crompton, Jr., Worcester, Mass. 

The Glidden Co., Cleveland, Ohio 

Roger Sherman Hoar, South Milwaukee, Wis. 

Frank Keiper, M. E., Rochester, N. Y. 

Liverance & Van Antwerp, Grand Rapids, Mich. 

Hubert EF. Miller, Wichita, Kans. 

National Association of Manufacturers, New York, N. Y. 
2ackard Motor Car Co., Detroit, Mich. 

C. B. Shane Corp., Chicago, Tl. 

Ralph B. Stewart, Washington, D. C. 

Oliver W. Storey, Chicago, 11. 

Watson, Bristol, Johnson & Leavenworth, New York, N. Y. 

The Subcommittee on Patents ordered an amended bill reported. The amended 
bill was a watered-down version of what had been proposed. The most important 
change being that the defense would be available if it could be shown that the 
records relied upon arose out of a single project of one agency or a common 
coordinated single project of more than one agency. 

So far as can be determined, the bill was never reported out by the Judiciary 
Committee, and no further attempts were made to have the bill reinstated. 

During the drafting of the provisions to be incorporated in the Mutual 
Security Act of 1951 this defense of using records, as against patents, was again 
proposed and logically extended as a defense against liability for use of in- 
formation. Again there was no unanimity and subsequent to the printing of the 
committee print on basic data supplied by the executive branch it was agreed 
that the defense of using information as against patents should be withdrawn. 
The only instance where the Government could be injured would be when it 
fails to file an application for a patent on something which has been developed 
within the Government. Unpublished Government records are not public records 
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and, therefore, do not fall within the statutory defense of a prior publication. 
However, the Government may rely upon the statutory defenses of prior use 
and sales. Under the Secrecy Act the Government is protected when it files 
a patent application on classified matter, and by so doing it can establish its 
defenses against patents. In almost all instances the Government may protect 
itself by diligent filing of patent applications. 

In view of the repeated attempts to obtain the defense against patents, and 
the repeated rejection by the Congress, those in the armed services accepted 
these rejections as expressing the intent of the Congress that the Government 
should not have this special defense against patents. 

With respect to the defense of using information in Government files, as 
against information submitted by another, the situation is quite different. It 
was agreed by all that this is a proper defense at law, and therefore incorporating 
the language within the act, was nothing more than a codification of the law. 

Nevertheless, there was apprehension by a large cross segment of industry 
as well as lawyers. This apprehension appears to be founded on the fact that 
by spelling out the defense in legislation, it might become much broader than 
intended. The bothersome question of what records could be relied upon again 
became a matter of discussion. For example, the 2,700,000 patents in the Patent 
Office are all Government records. Could the Government, after adopting and 
using information submitted to it, escape liability by searching after the fact 
the patents to find something which proximated the information? Could the 
Government fit together records from various agencies and thus build up a 
defense? These were the same type of questions which bothered the subcom- 
mittee of the Judiciary when H. R. 3929 was before it, and that is why the 
committee amended the bill to provide that the records must have originated 
from a single project of one agency or a common coordinated single project of 
several agencies. 

It was felt by many that if the defense were written into the law, courts 
would be constrained to hold that any defense built up from Government records 
could be relied upon. If the provision is not written into the law they feel that 
what the Government may introduce in the way of evidence remains within the 
discretion of the court and the court would not be bound by any statutory 
definition. 

Because of this apprehension, it was agreed among the armed services and the 
Department of State that the defense should be stricken from the bill. All 
concluded that the defense would be available, and therefore there is no neces- 
sity for writing it into legislation. A careful examination of the record shows 
that there is no conflict between Mr. Ooms and Captain Robillard on this point. 
The apparent conflict arose because Captain Robillard Said he could not determine 
what the liability of the Government would be under this defense. 

Otherwise they are in agreement for they have both read the record and are 
convinced that there was no real, but only an apparent conflict arising from 
differences in language. 

The following brief citation of the law of trade secrets seems to justify the 
opinion that if the United States has independently come into possession of 
the information assertedly to be a trade secret by a third party, such third party 
has no claim against the United States: 

“1. Anyone may use it who fairly by analysis and experiment discovers it.” 
(Witkop ond Holmes Co., v. Boyce, 61 N. Y. Misc. 126, 112 N. Y. S. 874)2 

~~. * On the other hand, trade secrets are not given protection 
against all ‘os world or persons who have not learned the secret by improper 
means or by virtue of a confidential relation; all that the owner of a trade 
secret is entitled to is protection from a breach of contract or confidence 
against one to whom he has confided the secret and those to whom such per- 
son may divulge it, and anyone who honestly and fairly comes into possession 
of the secret has the right to use, disclose, or sell it without being subject 
to restraint by injunction. (Am. Dirigold Corp. v. Dirigold Metals Corp., 125 F. 
2d 446; Schavoir v. Am. Rebonded Leather Co., 133 A. 582, 104 Conn. 472; God- 
froy Mfg. Co. v. Lady Lennoe Co., 1384 SW 140; McClary vy. Hubbard, 122 iA. 
469, 97 Vt. 222)? 

“3. In a recent case, the trade secret which equity will protect by injunc- 
tion was defined as ‘a plan or process, tool, mechanism, or compound, known 
only to its owner and those of his employees to whom it was necessary to 


? Williston on Contracts, vol. III, p. 2900, see. 1646, 1920. 
? Corpus Juris Secundum, sec. 148 (4) Trade Secrets (pp. 750-753). 
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confide it. It was a property right, and differed from a patent in that as soon 
as the secret was discovered either by an examination of the product or any 
other honest way, the discoverer had the full right to use it’ (Progress Laundry 
Co. v. Hamilton (Ky.), 270 8. W. 8384; Victor Chemical Works v. Iliff, 299 IlL. 532, 


132 N. BE. 806).”* 
Mr. Gorpon (presiding). The committee will recess until 2:30 this 


afternoon. 
(Whereupon, at 12:25 p. m. the committee adjourned until 2:30 


p. m. of the same day.) 









AFTERNOON SESSION 






(The committee reconvened at 2:35 p. m., the Honorable James P. 
Richards (chairman) presiding.) 
Chairman Ricuarps. The committee will come to order, please. 
Ladies and gentlemen, the next witness is Dr. Henry G. Bennett, 
Administrator, Technical Cooperation Administration, State Depart- 
ment. Dr. Bennett, will you have a seat, sir? 
Doctor, you have a prepared statement, do you not ? 


STATEMENT OF DR. HENRY G. BENNETT, ADMINISTRATOR, TECHNI- 
CAL COOPERATION ADMINISTRATION, STATE DEPARTMENT 










Dr. Bennett. Yes, sir. 

Chairman Ricuarps. Will you proceed, sir? 

Dr. Bennerr. Mr. Chairman, I am glad to be permitted to present 
the statement of the Technical Cooperation Administration, com- 
monly called the Point IV: Administration, to the committee during 
the hearings on the Mutual Security Program. 

You have no doubt heard of the Technical Cooperation Administra- 
tion, because it is involved in three of the titles. But it occurred to 
me, if it is agreeable to you, Mr. Chairman, and with the committee, 
I would like to discuss briefly the point 4 program in its entirety as 
it affects all of the areas. 

Chairman Ricuarps. Do you mean by that, Doctor, that you want 
to put your statement in the record and then discuss it, or will you 
read your statement later ? 

Dr. Bennerr. I would like to put the statement in the record, if 
I may. 

Chairman Ricuarps. That will be fine. I think the committee 
would rather have you put your statement in the record to study and 
have you make a statement and then ask questions. 

Dr. Bennerr. That is agreeable. 

Chairman Ricuarps. Without objection, the statement will be in- 
cluded in the record at this point. 

Dr. Bennett. During the course of these hearings you have neces- 
sarily received piecemeal information about the Technical Coopera- 
tion program since it is included as a part of each of the regional 
programs. At some time, however, I think you will want to get a 

icture of the total job being done and contemplated under what is 
broadly known as the point 4 program which is being carried on by 
the Technical Cooperation Administration of the Department of State. 
I would also like to give you my understanding of the distinction 


































* The Law of Injunctions, Lewis & Spelling (1926). 
85708—51 91 
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between point 4 and other types of economic aid and of the plan of 
operation for 1952. 

If the world were not threatened with armed aggression, it would 
still be in our self-interest to help other peoples to free themselves 
from their historic enemies—starvation, disease, and ignorance. We 
know that the Communists capitalize on troubled situations, and the 
best way for us to combat communism is to help improve the situation. 
Such a program would be part of the long-range point 4 program. 

But today we are threatened with armed aggression and, while the 
point 4 approach is no less necessary, there are certain parts of the 
world where it is not enough. There are certain countries where mili- 
tary considerations make it necessary for us to do far more than should 
or could be done under a point 4 pr ogram which is founded on a long- 
range self-help basis. 

In such countries, therefore, it will be necessary to have actually 
two programs—the emergency big-grant program and the long-range 
point 4 program. 

The question arose, Should we have two agencies carrying on dif- 
ferent but related programs in some countries, or should we have one 
agency carrying on both types of programs in those countries / 

It was decided to combine both programs in the single agency whose 
particular type of program predominated in a given country. This 
seemed to be the best mechanism for handling both an emergency 
situation and a long-range situation at the same time. If and when 
the emergency passes I assume we will want to reexamine this arrange- 
ment. 

Only one agency will have responsibility for administering eco- 
nomic and technical assistance programs in any single country. Con- 
sequently, in those countries where ECA is assigned the job of ad- 
ministering grant and capital improvement programs they will also 
take over the existing technical cooperation activities. 

The proposed program for the Near East, north Africa, and Latin 
America is primarily one of technical cooperation and one in which 
considerable emphasis must be placed upon the rural approach. Sub- 
stantial grants are involved but they are accompanied generally by 
technical guidance and supervision at the village level. Such pro- 
grams will be administered by TCA through a regional operation. 

The Technical Cooperation Administration program for fiscal year 
1952, under this plan, would consist of programs totaling $79,256,000. 
This figure includes $13,000,000 for the multilateral technical assist- 
ance activities. You have the detailed regional statistics before you. 
In summary form, the Technical Cooperation Administration bi- 
lateral program, exclusive of administrative costs, would consist of 
the following: 


Area: Proposed program 48 
pO REBEL B81 ATES SAREE ae tae aa $18, 000, 000 
ear: Hast and: north Afriee.6. oooh sc 47, 806, 000 
Asia (Afghanistan, Ceylon, and Nepal)_----.-----_.-_____-__ 450, 000 

| ERS MS Re ee ee eee eee 66, 256, 000 


In addition, as noted above, we would allocate for multilateral tech- 
nical assistance activities $13,000,000, of which $1,000,000 would go 
to the Organization of American States, and $12 2,000, 000 to the United 
Nations and the specialized agencies. We work very closely with those 
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organizations in correlating our activities. In connection with the 
Near East program, we would work in close relationship with the 
Palestine Refugee Agency on problems involved in refugee resettle- 
ment. 

The above figures do not include the $6,000,000 for administrative 
and domestic program costs which are provided for in title I. 

Point 4 activities are now under way in Asia, in the Near East and 
north Africa, and in Latin America. As I indicated, these activities 
will be carried forward in each region with funds provided under the 
Mutual Security Program legislation. 

I should like now to tell you briefly about our present program and 
how it is being administered. 

The act for international development which authorized the point 
4 program was approved in June 1950. Appropriations to imple- 
ment this act became available in September 1950. New appropria- 
tions for technical cooperation activities totaled $26,900,000. 

In addition, there became available an appropriation of $5,000,000 
plus a carry-over of $1,369,309 for the work of the Institute of Inter- 
American Affairs, and also a sum of $2,537,000 which was transferred 
to the Technical Cooperation Administration from funds appro- 
priated for technical assistance work under Public Law 402. 

An over-all total, therefore, of $35,806,309 was available during 
fiscal year 1951 for all technical cooperation programs. 

On September 8, the point 4 program became a responsibility of 
the Department of State by Executive order. On October 27, 1950, 
the Technical Cooperation Administration was established and given 
central responsibility within the State Department for administration 
of the program. 

The task of negotiating bilateral agreements and receiving official 
requests for assistance must necessarily be handled slowly and with 
great care. Nevertheless, in the few months we have been in opera- 
tion we have made substantial progress. We have fully utilized the 
funds which were made available. I believe we have utilized the funds 
wisely and effectively. 

We now have technical cooperation programs underway in the 
following 36 countries: Afghanistan, Bolivia, Brazil, Burma, Ceylon, 
Chile, Colombia, Costa Rica, Cuba, Dominican Republic, Egypt, 
Eeuador, El Salvador, Greece, Guatemala, Haiti, Honduras, India, 
Indonesia, Iran, Iraq, Israel, Lebanon, Liberia, Libya, Mexico, Nica- 
ragua, Pakistan, Panama, Paraguay, Peru, Philippines, Saudi Arabia, 
Thailand, Uruguay, and Venezuela. 

We have authorized projects providing for the employment of over 
1,200 technicians in the field. Of these, 710 will be employed by 
various Government agencies, and approximately 500 will work for 
private contractors. Government agencies already have 451 employees 
at work, and private contractors have 233 employees at work, a total 
of 684 American technicians actually at work on foreign assignments. 
They are supported by 209 technicians stationed either full or part 
time in this country or in irregular roving assignment. In summary, 
893 American experts are now on the job. In addition, there are 
164 employees who were recruited locally. 

Between September 1950, and June 30, 1951, the Technical Coopera- 
tion Administration received 690 requests for assistance from 43 coun- 
tries. Almost 500 of these requests have been approved; 872 point 
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4 training grants were approved in fiscal year 1951 for trainees to 
study in the United States. They come from 41 countries. 

Out of the $35,806,000 available for the program in 1951, $12,000,000 
was made available to the United Nations and the specialized agencies 
for the expanded multilateral technical assistance program. The UN 
now has programs operating in 37 countries. We are working closely 
with UN officials both in planning and in operation in the field. 

We provided $1,000,000 to the Or anization of American States for 
technical assistance programs in Latin America. This was pri- 
marily for regional training centers. 

A total of $8,826,000 was available for programs administered by 
the TIAA. An additional $6,139,351 was allocated to other agencies 
such as the Department of Agriculture and the Department of the 
Interior for carrying out projects approved by TCA. Finally, a total 
of $7,833,009 was utilized directly by TCA in the Department of State. 
The following table summarizes the use of 1951 funds by cooperating 


agencies: 











Department of Agriculture ra ins, dndldontdtemisictesdabed $2, 452, 284 
Department of Commerce- dns 1, 015, 887 
ee Eee See eee os ey ee ee ae 1, 162, 834 
lp ate a eel aR RC RE es eR 1, 017, 372 
Department U0 EmbeP nese nnns 325, 922 
mapas OE Ge mG oo i io i ih it ete oti 72, 377 
Housing and Home Finance Agency__ ™ 15, 890 
Tariff Commission-—__~~-~ jay wtinheicpcsdlenmenaniiampeiintaaad 2, 550 





ee ee RE A: SS I ee ea a a ee 




















3 
Department of the Treasury___--------__----~-----------_--- 2, 920 
Federal Power Commission.........-~..-...~..~-............... 4, 460 
Post Office Department ee ee aera ee rs 2, 692 
BORRE COREE CE TOO BET anit te ere ecntinennee 8, 360 
Federal Communications Commission___---_---_-_.-------------. 52, 683 
Institute of Inter-American Affairs heal en -... 8, 826, 449 
Department of State: 
ORRIN DRCOG ict cintidinpiemiidctnkinneticannsd 13, 007, 500 
Bilateral programs 7, 833, 009 
Grand total___-- ache 35, 806, 309 





These have been high lights of our 1951 program. I should like now 
to tell you briefly how the program is being administered. 

Although the TCA is still very young, I believe it has made a sound 
beginning. As you know, the point 4 program includes operations 
in a large variety of technical fields—agriculture, mineral develop- 
ment, roads and highways, communications, health and sanitation, 
education, civil aeronautics, water engineering, and many others. 

We are fortunate in that in nearly all these fields one or another of 
the Federal agencies has already a great reservoir of skill and ex- 
ses i I believe our greatest pele lies in the fact that we are 

ringing to bear upon the problems of the underdeveloped areas the 
resources and experience of the entire United States Government. 

In fact, we have gone even further. We are bringing to bear also the 
experience and skill of private business firms, educational institutions, 
and of other private organizations from all parts of the United States. 

We have continued the programs of the Institute of Inter-American 
Affairs in Latin America and in fact have expanded its operation con- 
siderably. We have enlisted the participation of 14 technical agencies 
of the United States Government. We have entered into direct con- 
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tractual arrangements with 56 private organizations and institutions 
involving work in 19 countries at a cost of $3,652,000. 

Many of the contracts are with land grant colleges and other educa- 
tional institutions including the University of Arkansas, Texas A. & 
M. College, the University of Minnesota, Utah State Agricultural 
College, New Mexico A. & M. College, Brigham Young University, the 
University of Illinois, Vanderbilt University, the University of Utah, 
Purdue University, the University of Wisconsin, University of Mary- 
land, the University of Denver, and Northwestern University. 

Other contracts are with research organizations such as the Armour 
Research Foundation of Illinois and the Southwest Research Institute. 

We have made arrangements to expand the activities of training in- 
stitutions abroad such as the Near East Foundation and the Ameri- 
can University at Beirut. 

Finally, we have made arrangements for specific tasks to be under- 
taken abroad by American engineering and other private firms. 

Let me stress this point. The Technical Cooperation Administra- 
tion directs and controls the program carried out with the assistance 
of this wide variety of Government and private agencies. We thus 
secure the advantages of using the specialized skills of the agencies of 
the Federal Government, while providing a unified administration of 
the total program. 

TCA has entered into bilateral general agreements looking toward 
long-term cooperation with the underdeveloped countries with which 
we are cooperating. These general agreements are supplemented by 
specific project agreements setting forth detailed plans of work. 

Program plans are developed in the field by American officers of 
our Foreign Service missions, including agricultural and other special- 
ized United States representatives, as wal te by special representatives 
of the Technical Cooperation Administration. All work, of course, 
with representatives of the host governments. 

Typical point 4 technical cooperation projects are those which 
will (a) assist the local government and local population in taking 
the most urgently needed steps to develop the country’s resources ; 
(6) improve local skills, by sending experts to provide such skills and 
by training local personnel, both within the country and by bringing 
them to the United States; and (c) those which hold out the most 
promise of growing into enduring and long-term cooperation be- 
tween the United States and the country. 

Supplies and equipment are included in point 4 programs to the 
extent necessary to insure substantial results in assisting the country 
with each project undertaking, whether it be land reclamation or ex- 
pansion of education. 

The plans and the official requests from the governments are pre- 
sented to the Technical Cooperation Administration. We review 
them in consultation with representatives of the technical agencies 
which have competence in the particular fields of work involved and 
in consultation with area experts within the State Department’s 
regional bureaus. | 

As soon as the projects are approved, funds are either allocated to 
one of the participating technical agencies, which then assigns or re- 
cruits experts needed to carry out the project in the field, or the 
project is let out on contract to a private concern. Many projects 
are administered directly by TCA itself. 
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Periodic reports are submitted to the Technical Cooperation Ad- 
ministration on the progress and operation of each activity, and close 
supervision is maintained at all times. 

Although the individual experts in the field receive their techncal 
guidance from their own agencies in Washington, all personnel in a 
particular country are administratively supervised by a representa- 
tive of TCA. In some instances this representative is a member of 
the Embassy economic staff. In other instances, he is an officer specifi- 
cally employed by TCA for that purpose. As the volume of activity 
increases, we are employing country directors of technical coopera- 
tion whenever midi 

That briefly summarizes the nature and scope of our present pro- 
gram. Before I close, I should like to say a few words about the point 
4 idea, about its objectives, its fundamental approach and its Fn 
term implications. 

The point 4 program is not something brand new although the 
conception of it as a national policy on a world-wide basis is new. 
Missionaries of all faiths were the pioneers in the work in helping 
the peoples of underdeveloped areas to help themselves in improving 
their way of living. Private organizations and institutions of many 
kinds have for years carried on technical assistance work abroad 
costing millions of dollars annually. 

Moreover, the Congress of the United States authorized technical 
cooperation programs when it established the Institute of Inter-Amor- 
ican Affairs and enacted the Smith-Mundt Act. 

The point 4 program is not just a program to do good. It is very 
clearly a program in our own self-interest. We are increasingly 
economically dependent upon the underdeveloped countries. Our 
productive capacity has increased at a great rate; from producing 
about one-third of the world’s manufactured goods in 1940, we now 
produce about 50 percent of the total world production. Present plans 
call for a further increase in our production of 20 percent by 1953. 

At the same time, raw material production has remained constant 
and as you know is expected to fall off in the future. An absolutely 
vital 73 percent of raw material requirements come from the under- 
developed areas. 

Basically, therefore, as Mr. Rockefeller ably pointed out in his 
report, Partners in Progress, our domestic economic and military 
strength depends upon maintaining the supply of raw materials from 
the nine the sett areas. 

The underdeveloped areas offer the greatest prospect for future 
markets for United States production. The problem of markets is, 
as you know, very acute and if, as we hope, our excess capacity for 
military production should become surplus, unless markets are found 
for the products of these industries the standard of living of our 
people would be seriously endangered. 

If, however, the underdeveloped countries are able with our help 
to increase their productivity and income, and consequently their 
capacity to buy abroad, they will become increasingly important pur- 
chasers of United States goods. The potentialities of our trade with 
these regions in conditions of peace and developing economies are 
tremendous. 

However, we cannot either commandeer their raw materials nor 
can we force them to take our manufactured goods. The democratic 
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way is to seek the cooperation of the peoples and the governments so 
that we and they can together embark on a program which is in our 
joint interest. It is a basic United States policy to do everything 

ssible to assist and strengthen the peoples who are our allies in the 
cc world. 

The underdeveloped areas are potentially, with a few exceptions, 
rich and fruitful countries. As in our own country, the problem is 
one of a better use of the resources available; that is, land, water, 
and people. Because of poor use of these resources the 1 billion per- 
sons who inhabit tie nas, ea The seat areas are today suffering from 
hunger, from disease, from poverty and from illiteracy. Average per 
capita incomes are about $80 per annum. About three-fourths of the 
people live on the land practicing the most primitive agriculture. 

Our projects in most of these countries are designed particularly 
to improve agriculture. They have as a second direct purpose, the best 
use of the available human resources. 

The projects, almost without exception, are small-scale operations 
not intended to bring overnight remedies to ancient problems. Since 
they are small scale, they are inexpensive. 

Whenever possible, the projects have been geared to have an impact 
through a dramatic demonstration or pilot operation. The idea is 
to send in the minimum number of people, with tools and limited 
amounts of supplies, so they may show the people by doing, and guide 
and instruct their doing. 

Through extension instruction and the use of informational media 
on training, it is hoped that the new and better ways of doing things 
will catch on, so that in the course of 2 or 3 years, there will be much 
less need for outside technical experts. 

The projects are designed to have certain effects on the peoples and 
on the governments of the region. The United States makes its plans 
and works with the government, and no project is undertaken which 
the governments have not requested, and which they themselves have 
not or are not ready to support fully. 

The point 4 program respects the sovereignty of the governments 
in the countries where it has been invited to work. Only those activities 
are undertaken which are requested by the host country and into which 
the country itself is willing to invest its own resources. 

It has been TCA’s experience that on an average each dollar we 
now contribute to a program is matched by the equivalent of $3 con- 
tributed by the country itself to the program. Whenever possible, 
projects are carried on jointly, with the nationals of the country taking 
leadership. Wherever possible, the local organization to carry out 
point 4 work is identified as a part of the national or local govern- 
ment or governmental institutions. The programs take full account 
of local religious and social customs and strive to work within the limits 
set by these cultural patterns. 

The projects are of a kind, and they have been so planned, that to 
be successful, there must be maximum operational participation by 
the actual workers, settlers, and farmers. The program is almost 
wholly operable on the village, local area or provincial level. The 
people feel that these are their own projects and it is they who make 
them work. 

As point 4 is successful, the popular understanding and support 
of the people for their governments will be increased, which will make 
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for stability and be an effective deterrent to Communist propegaods. 
The governments, in turn, will be more likely to embark on enlightened 
licies of improvements of standards and conditions, and there will 
started a much-needed feeling of responsibility for the well-being 
and welfare of the people. Finally, we hope, both the people and their 
governments will feel proud of the fact they have been able to advance 
themselves through erican assistance, and their friendship and 
understanding for the United States will be much greater. 

I said before that since the projects are small they are, as forei 
aid grants go, inexpensive. Let me elaborate on that point. While 
the program has been kept modest in scope, the pilot projects have 
been selected which will lay the basis for more extensive economic 
development activities. 

Once the pilot projects, and the surveys, have been completed, it is 
hoped that conditions will be ripe for undertaking the large-scale agri- 
cultural, water, industrial and other expansion schemes which are 
needed. It is believed that the benefits of the pilot projects, and 
projects which the governments themselves have been stimulated to 
undertake in the next year or two, will result in improved earnings 
of the governments so that, to a maximum extent, the large-scale proj- 
ects may be financed from loans, either private or public. 

The point 4 program is a long-term program, yet will make an 
immediate and important contribution to the security of the free 
world. Its inclusion in the Mutual Security Program along with the 
large economic aid activities demanded by the present emergency is 
primarily for convenience in weeny | the presentation to Congress. 

But its basic objectives require that it be regarded in long-ra 
terms as an integral part of our foreign-affairs program. It will be 
plain good business to continue beyond the present emergency a mod- 
est program of stimulating economic development and thus paving 
the way for a stimulation of private investment. 

First of all, the Act for International Development was passed by 
the Congress in June 1950. Appropriations were made in September 
1950 and the President, by Executive order, set up the administration 
as a part of the Department of State shortly after. 

I personally was appointed Administrator in December of last 
year. Following the provisions of the act, we have set out to put it 
into operation. 

The act provided for rendering certain types of technical assistance 
to the countries of the so-called underdeveloped areas of the world. 
These include practically all of Latin America, Africa, the Near 
East, and Asia. 

Through the embassies, we presented the possibilities offered to 
60 different countries. We have signed point 4 agreements with 32 
of these countries. The countries with whom we have signed agree- 
ments are as follows: Afghanistan, Bolivia, Brazil, Ceylon, Chile, Co- 
lombia, Costa Rica, Cuba, Dominican Republic, Ecuador, Egypt, 
Eritrea, Ethiopia, Haiti, Honduras, India, Iran, Iraq, Israel, Jordan, 
Lebanon, Liberia, Libya, Mexico, Nepal, Nicaragua, Pakistan, Pan- 
7 Paraguay, Peru, Saudi Arabia, and Uruguay. 

e are still carrying on negotiations with the other 28, and only 
1 country so far has declined to sign definitely. That is Syria. They 
ask to hold it in abeyance, with certain reservations, due to political 
complications with a neighbor. 
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I think you might be interested as to what the agreement calls for. 
It is a simple agreement, easily understood, and makes certain quite 
simple provisions that are embodied in the act. The major provisions 
are these: The Government of the United States and the government 
of the host country undertake to cooperate with each other in the 
interchange of technical knowledge and skills. 

That country agrees to coordinate and integrate all technical coop- 
eration programs carried on within its boundaries, to cooperate in 
the mutual exchange of technical knowledge and skills with other 
countries participating in the point 4 program, and try to make 
effective use of the results of technical projects which it carries on in 
cooperation with the United States. 

hat country agrees to keep the United States informed concerning 
the projects and operations carried on under the agreement, including 
a statement on the use of funds, materials, equipment, and services 

vided under the a ent, and to give information to the United 
States regarding technical assistance which it is requesting from 
other countries or from international organizations. 

The two Governments agree they will give full publicity within 
their respective countries to the objectives and progress of the tech- 
nical cooperation Lene tae carried on under the agreement. 

The agreements make provision for the execution of separate proj- 
ect agreements for individual projects as they are to be established ; 
those project agreements to contain provisions relating to the admin- 
istrative procedures, disbursement of funds, accounting for funds, 
and the respective financial contributions to be made by each gov- 
ernment. 

Next, the host country agrees to bear a fair share of the cost of tech- 
nical cooperation programs and projects; and it is provided that any 
funds, materials, and equipment introduced into those countries by 
the United States shall be exempted from taxes, service charges, in- 
vestment or deposit requirements, and currency controls. 

Those are the major provisions as to the contracts. 

Mr. Ristcorr. Mr. Chairman, could a sample copy of that con- 
tract be placed in the record ? 

Dr. Bennett. I would be glad to place it in the record. 

Chairman Ricuarps. It will be placed in the record at this point. 

(The material referred to is as follows :) 


Text oF Pornt 4 AGREEMENT WITH GOVERNMENT OF INDIA 


ARTICLE I. ASSISTANCE AND COOPERATION 


1. The Government of the United States of America and the Government of 
India undertake to cooperate with each other in the interchange of technical 
knowledge and skills and in related activities designed to contribute to the bal- 
anced and integrated development of the economic resources and productive 
capacities of India. Particular technical cooperation programs and projects will 
be carried out pursuant to the provisions of such separate written agreements 
or understandings as may later be reached by the duly designated representatives 
of India and the Technical Cooperation Administration of the United States of 
America, or by other persons, agencies, or organizations designated by the 
Governments. 

2. The Government of India through its duly designated representatives in 
cooperation with representatives of the Technical Cooperation Administration 
of the United States of America and representatives of appropriate international 
organizations will endeavor to coordinate and integrate all technical cooperation 
programs being carried on in India. 
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3. The Government in India will cooperate in the mutual exchange of tech- 
nical knowledge and skills with other countries participating in technical cooper- 
ation programs associated with that carried on under this agreement. 

4. The Government of India will endeavor to make effective use of the results 
of technical projects carried on in India in cooperation with the United States 
of America. 

5. The two Governments will, upon the request of either of them, consult with 
regard to any matter relating to the application of this agreement to project 
agreements heretofore or hereafter concluded between them, or to operations or 
arrangements carried out pursuant to such agreements. 


ARTICLE II. INFORMATION AND PUBLICITY 


1. The Government of India will communicate to the Government of the United 
States of America in a form and at intervals to be mutually agreed upon: 

(a) Information concerning projects, programs, measures, and operations 
earried on under this agreement, including a statement of the use of funds, 
materials, equipment, and services provided thereunder; 

(b) Information regarding technical assistance which has been or is being 
requested of other countries or of international organizations. 

2. Not less frequently than once a year the Governments of India and of the 
United States of America will in mutual consultation make public in their respec- 
tive countries periodic reports on the technical cooperation programs carried on 
pursuant to this agreement. Such reports shall include information as to the 
use of funds, materials, equipment, and services. 

3. The Governments of the United States of America and India will endeavor 
in mutual consultation to give full publicity to the objectives and progress of the 
technical cooperation program carried on under this agreement. 


ARTICLE III. PROGRAM AND PROJECT AGREEMENTS 


1. The program and project agreements referred to in article I, paragraph 1 
above, will include provisions relating to policies, administrative procedures, the 
disbursement of and accounting for funds, the contribution of each party to the 
cost of the program or project, and the furnishing of detailed information of the 
character set forth in article II, paragraph 1 above. 

2. With respect to any funds, materials, and equipment introduced into India 
by the Government of the United States of America pursuant to such program and 
project agreements, the Government of the United States of America shall not be 
liable for taxes, service charges, and investment or deposit requirements, and will 
be exempt from exchange restriction. 

3. The Government of India agrees to bear a fair share, as may be mutually 
agreed upon, of the cost of technical assistance programs and projects. 


ARTICLE IV. PERSONNEL 


1. All employees of the Government of the United States of America assigned 
to duties in India in connection with cooperative technical assistance programs 
and projects and accompanying members of their families shall be exempted from 
income taxes with respect to (1) salaries and allotments paid to them by the 
Government of the United States of America and (2) any non-Indian income upon 
which they are obligated to pay income or social-security taxes to the Government 
of the United States of America. 

2. Such employees and members of their families shall receive exemption with 
respect to the payment of customs and import duties on personal, household, and 
professional effects and supplies including one personal automobile on certificates 
being furnished, by such employees, to the collector of customs concerned, through 
the technical assistance unit of the Finance Ministry of the Government of India, 
to the effect that these effects and supplies are for the personal use and con- 
sumption of such employees and members of their families. Duty is liable to 
be paid in respect of any such articles imported without payment of duty and 
sold or disposed of within 3 years, but there shall be no liability if such articles are 
reexported within the period. 


ARTICLE V. ENTRY INTO FORCE, AMENDMENT, DURATION 


1. This agreement shall enter into force on the day on which it is signed. It 
shall remain in force until 3 months after either Government shall have given 
notice in writing to the other of intention to terminate the agreement. 
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2. If, during the life of this agreement, either Government should consider that 
there should be an amendment thereof, it shall so notify the other Government 
in writing and the two Governments will thereupon consult with a view to 
agreeing upon the amendment. 

3. Subsidiary project and other agreements and arrangements which may be 
concluded may remain in force beyond any termination of this agreement, in 
accordance with such arrangements as the two Governments may make. 

4. This agreement is complementary to and does not supersede existing agree- 
ments between the two Governments except insofar as other agreements are 
inconsistent herewith. 

Mr. Vorys. Could we glance at it? 

Dr. Bennett. Yes, sir. This is the text of the agreement with 
India. There is an additional page which does not apply. 

Chairman Ricnarps. This is about three pages and a quarter. Does 
anybody want to look at that? 

Dr. Bennerr. That is the over-all contract we sign before we enter 
into programs with the country. 

Mr. Ristcorr. Mr. Bennett asked if there were any questions on 
the contract. I wonder if it would be proper to ask a question now? 

Chairman Ricuarps. If you want to ask any questions on the con- 
tract, ask them now. 

Mr. Risicorr. This is the uniform contract ? 

Dr. Bennerr. That is right. 

Mr. Rinicorr. Have you signed exactly the same contract with every 
country ¢ 

Dr. Bennett. Practically the same. There is very little variation. 

Mr. Ristcorr. That is all. 

Mr. Vorys. Is there a provision in the contract for payment of a 
fair share of the cost of the program by the country? 

Dr. Bennett. Yes, sir. 

Mr. Vorys. Do you remember where that is? 

Dr. Bennetr. I will underline it: “The Government of India agrees 
to bear a fair share, as may be mutually agreed upon, of the cost of 
technical assistance programs and projects.” 

That is in every contract. 

Mr. Cuirerriecp. Percentages run different for different countries? 

Dr. Bennett. Different for different countries, but in the main the 
minimum is 50-50. In many of the countries it is far more than that; 
I mean, the percentage of the host country is greater than that. 

Mr. Vorys. That is the minimum for the recipient country 

Dr. Bennett. Fifty percent. But take Brazil, for example. In 
their health program—Mr. Iverson is here—my recollection is we have 
32 technicians in Brazil, and there must be 2,000 Brazilian technicians 
in the health program, would you not think, Mr. Iverson? You have 
the figures. 

Mr. Iverson. Yes. And on the funds, Dr. Bennett, the last year, 
1950, the program contribution to the health and sanitation program 
by the United States was $215,000, and the program contribution by 
tthe Government of Brazil was $5,812,000. 

Mr. Currerrretp. Mr. Chairman, after we get these programs 
started, the tendency is for the host countries’ contributions to increase 
and ours to go down; is that not right? 

Dr. Bennett. That is right. It is exactly like a grub stake in the 
old West, where you would stake a man to go out into the mining area 
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and after he makes his find he pays you back tenfold. That is what 
it amounts to. It is a grub stake. 

Mr. Currrrrrep. But they do not pay us back generally with an 
increase like that. 

Dr. Bennert. The benefits are immeasurable. 

Mr. Curerrietp. To us? 

Dr. Bennett. The benefits, of course, are hard to—— 

Chairman Ricnarps. The old grub staker used to get 50 percent of 
what you found? 

Dr. Bennett. That is right. I know of an example of that in 
Miami, Okla., where an old groceryman became a very rich man by 
grub se a miner who was picking around with a jack in the area 
of Joplin, Mo. 

Chairman Ricwarps. You think if we strike gold we may get rich 
ourselves ? 

Dr. Bennett. I would say we have much to gain, and the amount 
we are putting up is quite small. 

Anyway, the procedure is along this line, first, the contract, and 
then individual projects, and the operation begins. It provides under 
the act for training programs and technical programs. The term 
“technical programs” means programs for the international inter- 
change of technical knowledge and skills. Such activities may include 
training projects that serve the purpose of promoting the development 
of economic resources and productive capacities of underdeveloped 
areas, 

_ During the fiscal year 1951, we have made 862 training grants. 
More than half of these trainees are serving their training in agri- 
culture, health and education. 

Chairman Ricnarps. Mr. Chiperfield. 

Mr. CurrerFteLD. How do you select your personnel ? 

Dr. Bennett. To go into the program? 

Mr. Currerrtetp. Yes. 

Dr. Bennett. The personnel is selected on this basis: The act pro- 
vides that we shall operate with the agencies of Government. I will 
read the provision : 

The President is authorized to plan, undertake, administer, and execute 
bilateral cooperation programs carried on by any United States Government 
agencies. The President may allocate to any United States Government agency 
any part of any appropriation available for carrying out the purposes of this 
title. For purposes of promoting the effective implementation of the act, the 
heads of all departments and agencies, the participation of which is requested by 
the Secretary of State, are hereby authorized and directed to provide for such 
participation in the maximum extent consistent with law. 

The procedure which we followed has been along this line: For 
example, Lebanon calls on us for an agreement to make a water survey 
of the country, which is in that country largely the Litani River 

roject. 
. Then we call on the Department of the Interior, with its great 
division of skilled help already at its disposal, and 10 men are chosen 
to go. These 10 men from the Reclamation Service have made and are 
making the survey on the Litani project. That is one type of co- 
operation. 

Mr. CurrerFretp. Do you select personnel outside of Government 
agencies ? 

Dr. Bennett. Yes, sir. 





ASSL OS PE HR 


ae fe " 
ee eee! . 


spe tgt Mata 







SERPRD Sg Na eR RS eS 


Rs Sry, 


PRT ROES BEL A Rae PORES 


Se Tele e 


PHS POMEL eR NYG 








Ad Hm RE RE S  aR ABA ACE RN IR 





WH itBicdl ions ver Lan CML TES eke bia 


ee es 


: 
[ 


Bad rons 


Naren ONES es. oe 25 PA en Ta A inh 
Peli Th aN, dalecthe SP nade schtnd hat: Waits OES PO ite NS Re 


Fae EE ple sl acs 


a aca hase 


THE MUTUAL SECURITY PROGRAM 1441 


Mr. CurrerrieLp. Do you have a personnel man who is in charge 
of your selection ? 

r. Bennett. Yes, sir. 

Mr. CutrerrieLp. Who is he? 

Dr. Bennett. Mark Gordon. 

Mr. Currerrievp. That is all, Mr. Chairman. 

Dr. Bennett. I would be glad to pursue the procedures which we 
have used in selecting personnel. 

Mr. CHIPERFIELD. That is sufficient, as far as I am concerned. 

Dr. Bennett. The project, once it is determined, we follow through 
in that fashion. After my appointment, I visited many of these 
countries, and came to the conclusion that the biggest need which 
they have in all of the underdeveloped areas is to increase the food 
production. 

I discovered, for example, that in Latin America every country 
in Latin America is dependent on imports for its food, with the 
exception of the Argentine. Consequently, we are stressing agricul- 
tural programs first. 

A majority of the people in the underdeveloped areas of the world, 
in fact 90 percent of them, are on the farms. The farming methods 
are quite primitive, going all the way from the simplest type of 
wooden plow and the hoe, which is a crooked stick, up to the most 
simple of our modern equipment. 

Consequently, it has occurred to me and my associates that one 
of the biggest contributions we can make in technical assistance is to 
begin with agriculture in all of these countries. 

Consequently, we are strengthening the agricultural program every- 
where we have the opportunity. I was last week in Ethiopia, where 
the government has requested assistance in agriculture. I visited the 
great agricultural areas of Ethiopia. It is one of the most promis- 
ing of all the underdeveloped areas from the standpoint of its ability 
to peaeece. 

There we are, with the Government, setting up an agriculture train- 
ing program to begin with. It is the desire of the Emperor to take 
their small agricultural training school and bring in the boys from all 
over Ethiopia to increase their knowledge of plant life and animal life. 

With the agencies there now we are now setting up, first, an agri- 
cultural program. Paralleling it will be a program in education; in 
like fashion, a public health program. 

In Egypt, here I likewise have been within the last 10 days, our 
program is following the same line: agriculture, education, health, 
and sanitation. 

To show you how the program works, where all the agencies of 
our Government bring to bear the great technical experience which is 
ours, take the case of Ethiopia, which has potentially as fine land and 
as great a productive area as you find anywhere in the equatorial areas 
of the world, located high, with an altitude running from 5,000 to 8,000 
feet, the great plateau. 

They have no roads; in fact, most of the interior of Afrcia has 
never had the wheel. As you go through the country you are amazed 
at the fact that the highways are practically nonexistent. The World 
Bank has made a loan for the building of a road which will begin 
at Gimma, which is 160 or 170 miles southwest of the capital and will 
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extend through the capital and on down to the coast to the newly 
granted facility in Eritrea, the port of Assab, on the Red Sea. 

This loan was made and it is a relatively small one, involving only 
a few million dollars. The Ethiopian Government is putting up two 
or three times as much as the loan from the World Bank, but the 
Bureau of Public Roads is furnishing the director who will supervise 
the building of this great road which gives them for the first time an 
outlet to the sea. 

From Israel comes a request for someone to come and go over their 
highway system. They built about 2,000 kilometers of surface road. 
The traffic has increased and they are having some difficulty with 
certain sections. 

This director from Ethiopia went over for 2 weeks and, with the 
engineers working on it, studied the roads and on the basis of that 
made his recommendation as to what they need. They need two 
men—one soils engineer with a small mobile soils laboratory, and one 
structural engineer. 

So the service of this man from the Bureau of Public Roads is not 
only making it possible for Ethiopia to have a reliable highway built 
with the funds at their disposal, added to the funds made available 
by the World Bank, but in addition it is possible for the neighbor- 
ing countries to get technical counsel at the lowest possible cost. 

We have operated on that basis. In like fashion provision is made 
in the act for using private facilities as well as public. We have 
entered into agreement with a number of the land-grant colleges of 
the country to furnish cooperation and assistance. 

For example, we have called on the colleges of Utah to aid in the 
Iranian program. Dr. Harris, who is there directing the program, 
has a growing number of assistants coming to him from the colleges 
of Utah, agriculture from the land-grant college, and doctors and 
nurses from the University of Utah, and other aides and technicians 
from the Brigham Young University. 

These people will work there as a unit under contract. In like 
fashion we have entered into agreement with the University of Beirut 
for a program of training these young people in the immediate area 
of the Middle East, and from East Africa. 

It can be done much less expensively there by merely adding a few 
technicians to the staff of the American University of Beirut, which 
has been in continuous existence for more than 80 years, and where 
the leadership in the Middle East and in East Africa has largely been 
trained. 

I spent more than a week in this visit in Ethiopia in the company 
of the Minister of Agriculture. When we discussed this plan he gave 
it hearty approval and said that he himself was a graduate of the 
American University of Beirut. So we are following along the plan 
of training. 

The truth is that the whole program is in the main a training pro- 
gram. The big need in gene underdeveloped area is for a reliable, 
trained, local leadership, and consequently we are seeking as best we 
can to encourage this type of training. 

In other words, Mr. Holmes, who appeared before you at the hear- 
ing the other day, and who is in the room now, has said that the need 
of India is for 50,000 young men who are trained in the agricultural 
production and procedures. 
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That doesn’t mean necessarily 4 years in college, but it does mean 
gradually assembling from the native population of those countries 
the ablest and best young men whom we can find available, and b 
short courses and intensive training train them to carry on the wor 
in their own country on somewhat the basis of the county agents in 
our own country, and following somewhat the same procedures. 

It took us between 25 and 40 years in this country to develop an 
extension service, agricultural and home economics. With this ac- 
cumulated experience we can quickly train people in the centers of 
those countries with whom we cooperate. 

I think, Mr. Chairman, that is about the statement that I would like 
to make. We are less than a year old. We are operating in 32 coun- 
tries. We are cooperating with the agencies of government, and as the 
law provides for coordination of all existing technical cooperation 
programs and those that may hereafter be created, we have tried to 
carry out that provision of the law with some measure of success, I 
think, and in addition to that we have had the wise judgment and 
the long experience of the United States Departments of Agriculture, 
Commerce, Interior, and all the rest cooperating with us in a way that 
makes it possible for us to bring the whole impact of the experience 
of our Nation to bear quickly in these nations with whom we are co- 
operating. 

Chairman Riewarps. Thank you, Dr. Bennett. 

Mr. Chipertfield / 

Mr. Cureerrietp. How do you integrate the point 4 program in Cen- 
tral and South America, for example, with the ITAA program ? 

Dr. Bennett. I have a statement on that that I would like to file 
if agreeable. ; 

Chairman Ricuarps. How long is the statement ? 

Dr. Bennett. Two pages. 

Chairman Ricuakrps. Without objection, that will be filed at this 
point. 

(The report was filed in the record at this point :) 

































ROLE oF THE ITAA IN THE PorInt 4 ProGRAM IN LATIN AMERICA 





Under the act for International Development, the Administrator of the techni- 
eal cooperation program has been give responsibility “to coordinate and direct 
existing and new technical cooperation programs.” 

There were two existing technical cooperation programs in Latin America 
when the act was passed. One was thg program of the Institute of Inter-Amer- 
ican Affairs. The other was the scientific and cultural cooperation program 
being caried out under Public Law 402. These programs have been continued 
in 1951 under the policy direction of the Technical Cooperation Administration 
(TCA). 

The ITAA activities which became a part of point 4 involved an expenditure of 
approximately $5,000,000 per annum. The institute has been operating compre- 
hensive country programs in the three fields of health and sanitation, education, 
and food supply. During 1951 I have authorized expansion of a number of the 
institute’s going programs. In addition, I have allocated to it funds for the 
initiation of four new porgrams in education, three in health, and three in food 
supply. The ITAA now has a total of 10 country programs in education, 17 in 
health and sanitation, and 7 in food supply. 

Of the $11,300,000 authorized for projects in Latin America during 1951, 
$8,826,000 was mad eavailable to the ITAA. The remaining $2,747,000 was used 
primarily for the continuation and expansion of projects which had been carried 
on previously by participating United States Government agencies under Public 
Law 402. About 60 percent of this amount ($1,459,000) was allocated to the 
United States Department of Agriculture and the remaining 40 percent went 
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primarily to the Departments of the Interior, Commerce, Labor, and to the Fed- 
eral Security Agency. 

The Department of Agriculture is responsible to TCA for rubber development 
work in 10 Latin-American countries and is undertaking agricultural research 
work in about a dozen countries. For example, it is working on kenaf in 
Cuba, tobacco in the Dominican Republic, forestry in Panama, and projects in 
entomology in Columbia. In a few instances some work has been done by the 
United States Department of Agriculture also in agricultural extension in coun- 
tries where there are no IIAA food-supply programs. 

The Commerce Department has been asked to undertake projects in a number 
of countries in civil aviation, highways, geodetic surveys, and technical standards. 
The Interior Department’s projects are in irrigation, mineral resources, fisheries, 
and geological investigations. The Federal Security Agency has a few projects 
under way in specialized fields of health. 

Thus far there has been no special organization set up within each Latin- 
American country to supervise all the point 4 activities under way in the country. 
Coordination and supervision have been accomplished through the chief economic 
officer at the diplomatic mission. Steps are now being taken, however, to estab- 
lish in each country a Director of Technical Cooperation who will be under the 
general supervision of the Chief of Mission and who will be responsible to TCA 
for supervising and directing all point 4 activities in the country and for closely 
coordinating them with the multilateral programs. 

I feel that we are fortunate in having made an excellent beginning in Latin 
America. The servicio device developed by the ITAA involving joint organiza- 
tions within the structure of the host government, joint contributions to program 
funds, and strong emphasis on the training and use of local personnel, is one of 
the most effective mechanisms yet developed for carrying on technical coopera- 
tion activities. I believe we should expand this operation in Latin America and 
take full advantage of this experience in organizing our work in the Bastern 
Hemisphere. 

I propose to bring the headquarters organization of the ITAA in Washington 
into closer organizational relationship with TCA in the interest of economy and 
efficiency and in order to take fullest advantage of its experience in the adminis- 
tration of the entire point 4 program. However, I am in favor of retaining the 
corporate entity of the ILAA, utilizing it as an operating arm for administration 
of the program. 

It is not possible to state definitely at this time what portion of the $18,000,000 
requested for bilateral programs in Latin America in 1952 will be utilized through 
the ITAA. This will depend upon actual program requests from the governments 
concerned and upon negotiations to be undertaken when funds become available. 
It appears probable, however, that from two-thirds to three-fourths of the total 
Latin-American program in 1952 will be administered through the corporation. 


Mr. Cuirrerrietp. Do you feel there was a duplication of effort in 
those two programs ¢ 

Dr. Bennett. No, sir. I think this: That the institute has carried 
on since its inception an excellent program. I found it so. We have 
cooperated together. Mr. Iverson is , rng I think he would be the 
best judge. He could answer that qhestion if we have had conflict. 

Mr. Currerrietp. Do you happen to know offhand what percentage 
is point 4 in South and Central America and what percentage is ITAA, 
as being asked under this bill? 

Dr. Bennerr. The institute program in the bill which we have, 
under which we are operating now, out of 35,000,000, 5,000,000 was for 
the ITAA. We added to that—I mean voluntarily, after consulta- 
tion with Mr. Iverson and visiting to the field—we added to the pro- 
gram of the institute $2,740,000 in round numbers. 

There is no conflict. In fact there is the closest cooperation and 
coordination. 

Mr. Currerrre.p. Thank you very much, Mr. Chairman. 

Dr. Bennett. I will file this with the committee. 

Chairman Ricuarps. If you all could not get along together, what 
would happen? Who would decide the differences? 
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Dr. Bennett. I cannot conceive of how there would be conflict 
because it is all one program, working hand in hand. In other words, 
the whole concept is the same. We are working jointly. 

Chairman Ricuarps. Mr. Gordon? 

Mr. Gorvon. No questions. 

Chairman Ricuarps. Mr. Vorys? 

Mr. Vorys. Dr. Bennett, you mentioned 32 countries. 

Dr. Bennett. Yes, sir. 

Mr. Vorys. In your printed statement it mentions 36 countries. I 
wondered about that. 

Dr. Bennett. You see, we were authorized to coordinate the exist- 
ing programs which were then going on. Under Public Law 402 
there were programps in Burma, ‘1 Salvador, Guatemala, Thailand, 
and Venezuela. We have no point 4 agreements, but there were pro- 
grams going on at the time this act was created which we took over 
and have carried on for this year. 

Mr. Vorys. What act were they under? 

Dr. Bennerr. This was under the—— 


Mr. Vorys. Information and exchange? 
Dr. Bennett. This old law, I forget the number. Public Law 402. 


I forget the title. It is the so-called scientified and cultural coopera- 
tion. Smith-Mundt. 

Mr. Vorys. Is India under that one? 

Dr. Bennett. No, sir. It is under separate point 4 agreement. 

Mr. Vorys. The Smith-Mundt exchange programs—are those car- 
ried on separately from your program ot 

Dr. Bennerr. We were authorized to carry on the programs which 
were then in operation. 

Mr. Vorys. But since then. The appropriations for the ITAA 
information and educational exchange program—— 

Dr. Bennett. It is still going on. 

Mr. Vorys. That is for exchange of persons? 

Dr. Bennett. Yes, sir. 

Mr. Vorys. That is quite an extensive program there. Do you 
have anything to do with that or does that go on parallel to you! 

Dr. Bennett. Will you answer that, Mr. Gordon ? 

Mr. Mark Gorpon. That program is still going on. The same peo- 
pe in the field screen candidates for training in the United States, 

th under point 4 and under Smith-Mundt. In other words, there is 
coordination both in the field and back here in Washington. 

Our persons, people we bring to the United States for training, 
normally are in specific fields such as in agriculture, rather than being 
brought to the United States for general education. They are being 
brought for specific occupational training in a particular field. 

Mr. Vorys. Who is the coordinator ? 

Mr. Mark Gorpon. In each embassy the public affairs officer and 
his staff does the screening of candidates nominated by the host gov- 
ernment. The point 4 representative on the economic staff sits with 
them in determining which ones to nominate to Washington for point 4 
training awards. 

Mr. Vorys. Can you tell me how much point 4, or technical coopera- 
tion, there isin ECA? Do you coordinate that? 

Dr. Bennetr. No, sir. 
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Mr. Vorys. That is separate? 

Mr. Bennert. That is right. 

Mr. Vorys. For instance, we have an item to teach European coun- 
tries more about production. 

Dr. Bennerr. That is under ECA. 

Mr. Vorys. And ECA has an exchange of persons, too? 

Dr. Bennerr. That is right. 

Mr. Vorys. Do you know anybody who knows where we could find 
out how much money and how many different people are being ex- 
changed in these three programs? 

Dr. Bennerr. We can furnish information on our own. 

Mr. Marx Gorpon. We can on our own and Smith-Mundt. 

; er Bennett. We will be glad to file that with you. We can do that 
shortly. 

ig I wonder if you were planning to file a summary of it, 
of the various programs. . 

For instance, you are quite familiar with Mr. Holmes’ program. 
He is very enthusiastic about it. 

Dr. Bennett. Yes, sir. 

Mr. Vorys. We find there are about three or four programs going on 
in India. I wonder if you had here available just a list of what the 
programs are, a brief description of them, and of the people involved, 
classified either by countries or by various activities. 

Dr. Bennett. I will be glad to file such a statement with the secre- 
tary of the committee. 

Chairman Ricwarps. Do you want that for the record, Mr. Vorys? 

Mr. Vorys. I just want it for me. I don’t know whether you want 
it for the record or not. 

Chairman Ricuarps. Do you want to incorporate it.in the record 
or as an individual report ? 

Mr. Riercorr. I would like to have that information myself. I 
think it should be in the record. 

Mr. Vorys. Going over our hearings, when you say “file it for the 
record,” there is a place in the record “The material is as follows,” 
and it is not there. 

Chairman Ricuarps. I think that would be valuable information 
for the members of the committee. 

Mr. Vorys. I would like to see it before it is printed up. 

Mr. Risicorr. I do not mind a copy going direct to Mr. Vorys as 
long as eventually I can have it myself. I do not want to bypass the 
gentleman. 

Mr. Javits. Are we sure that there will be included not only Smith- 
Mundt and TCA, but anything that the Departments in any country 
in exchanges of personnel and technical assistance ? 

Mr. Vorys. Can you get that or do you know anybody in Govern- 
ment who can get that for us? 

Dr. Bennerr. We can try. We can surely furnish it for TCA and 
for Smith-Mundt. 

Mr. Vorys. Is there somebody from TCA who can get it? 

Mr. Cootry. Yes, sir; we can get it. 

Mr. Vorys. Are there others besides those three ? 

Mrs. Ketxiy. United Nations. 

Mr. Vorys. Can we get that ? 

Dr. Bennett. That will be included in TCA. 
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Mr. Javirs. And the Departments? 

Mrs. Ketiy. Why can we not get it from the State Department? 

Mr. Vorys. I would like to see it. I imagine the committee would. 

Dr. Bennerr. If you would like I will make the effort to get the 
material for you. 

Mr. Vorys. Thank you. 

Dr. Bennett. I cannot guarantee complete delivery but I will be 
certain to furnish you a part of it, and I will do that promptly. 

Chairman Ricuarps. That will be inserted in the record if there 
is no objection. 

(For information requested see appendix, p. 1573.) 

Chairman Ricwarps. Mr. Battle? 

Mr. Barrie. No questions. 

Chairman Ricuarps. Mr. Smith? 

Mr. Sorru. Dr. Bennett, can you furnish for the committee a 
breakdown of personnel ? 

Dr. Bennett. Yes, sir. 

Mr. Smirn. And if*there is any contemplated date, we would like 
that. 

Dr. Bennett. Thank you. 

Mr. Smiru. I request the chairman to have that information placed 
in the record at this point. 

Chairman Ricwarps. If there is no objection that will be inserted 
in the record. 

(The information requested is as follows :) 

DEPARTMENT OF STATE, 
Washington, August 1, 1951. 
Hon. JAMes P. RicHARDs, 
Chairman, Committee on Foreign Affairs, House of Representatives. 

My Dear Mr. RicHarps: I am pleased to furnish the attached statement 
showing a breakdown of point 4 personnel as of June 30, 1951. This statement 
was requested for the record by Hon. Lawrence H. Smith on Monday, July 30, 
during the hearings on the Mutual Security Program. 

I have sent a copy of this statement directly to Congressman Smith for his 
personal information. 

You will note that the breakdown shows a substantial number of persons em- 
ployed in Washington at the present time. This has been necessary during the 
first year of point 4 operation because of the complex job of program planning 
and administrative planning, the need for developing training programs in the 
United States for foreign nationals, and the large amount of negotiation neces- 
sary with private organizations of many kinds in order to lay the foundation 
for leng-term cooperation with them. I have looked into this matter very 
carefully and I am hopeful now that we can develop our field programs as 
projected in the 1952 request before your committee with relatively little increase 
in our Washington staff. 

Sincerely yours, 
Henry G. BENNETT, 
Administrator, Technical Cooperation Administration. 


BREAKDOWN OF PoINT 4 PERSONNEL 


On June 30, 1951, 1,467 persons were at work, paid from funds appropriated 
to finance title IV of Public Law 535. This total includes all field personnel and 
Washington personnel of the Department of State, including TCA and the In- 
stitute of Inter-American Affairs, and of the cooperating departments and 
agencies. 

There were 684 technicians at work on foreign assignments, including 233 
people employed by private contractors, the balance being employed by the 
several technical agencies cooperating in the field operations of the program. 
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An additional 209 program technicians were employed in the United States 
engaged in rendering various suporting technical, advisory, and consultative 
services for those who were working abroad and in rendering technical as- 


sistance to foreign representatives directly. 
There were also 164 local employees working in the field, including local 


technical and professional personnel. 

There were 410 people in Washington engaged in executive, administrative, 
planning, fiscal, and reporting activities. Included in this total were full-time 
and part-time employees, approximately the equivalent of 54 full-time workers, 
engaged in operatin; the foreign-trainee program. 

A tabulation of field personnel by country is given elsewhere in the record 
along with the list of point 4 projects now under way. 

Mr. Smrru. As I understand your statement, in effect what we are 
attempting to do in this legislation is to furnish technical assistance 
to the so-called underdeveloped areas throughout the world. From 
that are we to understand that these countries are not in position finan- 
cially to finance the hiring of technicians on their own account? 

Dr. Bennert. In the main that is true. 

Mr. Smirn. The amount is not so very great? 

Dr. Bennett. No, sir. 

Mr. Smiru. That surprises me when you say that they are not able 
to take care of a technical-assistance program of this kind. We can 
buy brains any place, can’t we? Certainly they ought to be in a posi- 
tion to do the same thing. 

Dr. Bennett. The difficulty, of course, I think, is in organization. 
You take, for example, in most of the underdeveloped areas, you could 
name any of these with whom we work, you will find illiteracy is high, 
the national income is quite low, and the whole concept is to build up 
the economy of the country. 

Take Ethiopia. I refer to it only because it is fresh on my mind. 
In Ethiopia the country has been shut off from the world. The 
majority of the people are in poverty, they are illiterate, the national 
income is low, and the need of the country is so great for education, for 
health and sanitation, and for the improvement of agricultural produc- 
tion per acre, and likewise for each man who works the soil, and that 
is true in Bolivia; it is true in Paraguay; it is true in India. I know 
of none of the countries with whom we have entered into agreements 
that that is not the case, where the countries themselves are poor from 
the standpoint of the individuals and from the standpoint of the gov- 
ernments likewise. 

Mr. Currerrietp. Will the gentleman yield ? 

Mr. Smiru. Yes. 

Mr. CurrerFteLp. In these Bi chapu you go down to such detail. 
T have Ethiopia before me. You are going to furnish in one Va yom 
there five field hoes and six garden hoes. They could buy five field hoes 
or six garden hoes without going clear over to America and bringing 
them from here. It seems so to me, at least. What have you to say 
about that? 

Dr. Bennett. Of course, as Mr. Holmes pointed out to you in his 
testimony about the plows for India, you must see something better 
before you know better. I have been in the fields in Ethiopia within 
the last 10 days where boys were down on their knees with a crooked 
stick with two little points on it like that, of metal, hoeing the ground. 

I have been out in the fields where they were plowing, just this last 
week, where they were plowing with a crooked limb and with just a 
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straight piece on it. In fact, I got out in the field and tried to plow 
with one myself. 

If any of you have ever undertaken a difficult job, you that—a 
couple of bullocks with a primitive yoke pulling a crooked limb to 
scratch the ground with a crooked plow and a straight stick to hold 


by. 

The point is that you have to make a beginning. You have to begin 
where they are and use what they have. It is hard for us, gentlemen, 
to realize. It is difficult for any of us to realize the gradual evolution 
that has come in agricultural equipment in our own country. It is 
hard for us to know that it just comes step by step. You do not go 
by asingle bound. The program is just one of loading them along as 
fast as they can go. 

Mr. Sir. We are looking to the improvement of the economic 
status of these people, are we not? 

Dr. Bennerr. That is right. 

Mr. SmirH. We were doing the same thing under the Marshall plan. 

We poured billions of dollars into Europe—getting back to an old 
theme of mine now—yet we find that we actually have not been raising 
the standard of living in Europe very much; notwithstanding, we are 
ing to pour a like number of billions in this program with the same 
nd of result we were getting there? 
Dr. Bennett. This is quite a small program. I think you might 
say it is a shirt-sleeves, grass-roots program. The amount of money 
which we have had is negligible. e are beginning at the bottom, 
where the people are, with the simplest things we know. 

For example, most of the wheat of the world is harvested with a 
little sickle, the hand sickle the length of this gavel, with people on 
their knees. It has been demonstrated that you can ate that 
out into a straight blade, put a handle on it and let a man stand up and 
he can do eight times as much work. 

Why they have not thought of it themselves, I do not know. But 
we must remember that the wheel has never found its way into cen- 
tral Africa, as yet. You can go anywhere in the Far East or the 
Near East and you find the bullock still furnishes the draft power. 

The procedures are practically the same all over these underde- 
veloped countries, with the most simple things. The program which 
is point 4 is not an expensive program. It is just a plain grass-roots 
program beginning where the majority of people are. They are 
farmers. 

Mr. Smiru. Is there any termination date in this bill on this 
program ¢ 

Dr. Bennetr. The program itself, we work ourselves out of busi- 
ness in a comparatively short time. 

Mr. Smirn. How long a period do you think a short time is? 

Dr. Bennett. Frankly, the point-4 program was set up as a simple 

rogram to share with these people the advances which we have made. 

he presumption is that as they develop we ourselves gradually come 
out of the picture. That is the reason that I have said it is primarily 
a training program. 

When Mr. Holmes gets through with the training of his boys in 
India—and I think he told you, he told me, that in a matter of 10 
years India should be a self-sufficient country instead of having to 
depend, as they have, on the outside in recent years. 
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Mr. Smiru. I hope you are right, Doctor, but I have a fear that it 
will be ad infinitum. 

Dr. Bennetr. My own concept is that if we share the knowledge 
which we have, teach men to start with what they have, and use it 
and produce more—you cannot have more if you do not produce more, 
pee have been dealing with farm situations throughout the years. 
I have been in the extension program practically since its beginning 
in this country. 

I do not see anybody here who has lived since long before the turn 
of the century. I know one man in the room who was here when the 
century turned ; 50 years ago in this country we certainly had a primi- 
tive agriculture, comparatively. 

The Georgia stock, the bull-tongue plow, and the bull sweep, the 
old-time blue Kelly turning plow, the simple tools we had, we were 
able to cultivate 25 or 40 acres of land. 

Mr. Smirn. How did we get out of it? 

Dr. Bennetr. We got out of it just step by step: That is the thing 
we are trying to do with these people, not bounce them from where 
they are, or vault them, but carry them by easy steps. 

Mr. Smiru. Who carried us? — 

Dr. Bennett. The fact of the matter is that our roads in this 
country were built by borrowed money from Europe—I mean our 
railroads—and that was the beginning of transportation. The pio- 
neer spirit carried us along, of course. The financing of the Ameri- 
can operation could not have been carried on with the great transpor- 
tation system which opened up the great agricultural areas by our 
own funds alone. 

In fact, it has been just slow evolution. We can wait on that for 
the other countries, but they are the best customers we have. They 
furnish us practically half of the imports which we have of raw mate- 
rials. They will take from us over 50 percent of all our exports. 

The truth is that right now we are beginning; take a little country 
like Liberia, where we are working. Iron ore is coming from Liberia 
to this country right now to add to our needs. They are producing 
rubber in great quantities. They are producing cocoa. 

The fact is it is good business to develop our customers and our 
associates and allies in the free world, and this program is a part 
of the effort of our Government to share our technical skill and our 
scientific knowledge with them. In fact, in the last 50 years more 
progress has been made in the science and technology than had been 
made in previous hundreds of years, but unfortunately the advances 
were made in a limited area, a part of Western Europe, the United 
States and Canada, and Australia. 

The result is that we have this accumulated knowledge of how to 
produce more. We have to begin with the land. That is where the 
new wealth all comes from, either in the form of minerals, oil and gas 
and the like, or primarily from this top soil from which we take our 
crops. And the only way these under-developed areas can have more 
is to produce more. 

That means to produce more for each measure of land. It means 
to produce more for each pair of hands. And that is the only way 
they can have more. Since they are our customers, our friends, they 
import from us and they, export to us. 
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We are dependent upon them and they are dependent upon us. The 
average income in these areas is less than $100 per year. ‘To illus- 
trate, we are trying to get capital to go into these countries. We have 
encouraged the investment of capital there. But when you go into 
a country where they have, as they do in these countries in Africa, 
millions of cattle, and consequently millions of hides, when we encour- 
aged a man to put in a shoe factory, tanning the hides and making 
the shoes there, he was very enthusiastic. But when a survey was 
made and he discovered that the average income was only $70, he said 
that would be putting the cart before the horse. Let’s wait a little 
while until the income of the people comes up. 

That is what we are trying to do, to increase the productive power 
of the underdeveloped countries and to increase the productive power 
of each pair of hands on the farms of these countries, and in that 
fashion we think that progress can be made. 

They cannot do it themselves. 

Mr. Smirn. Thank you. 

Chairman Ricuarps. Mr. Carnahan? 

Mr. Carnanan. No questions. 

Chairman Ricwarps. Dr. Judd ? 

Mr. Jupp. Dr. Bennett, the thing about your testimony that pleases 
me most is that obviously you understand what this committee had 
in mind when it prepared and backed the Technical Cooperation Act. 
Your emphasis on training and sharing of know-how, and the very 
things that have made possible here the remarkable development which 
the gentleman from Wisconsin has referred to, is precisely what we 
wanted this program to do, and you obviously understand it. 

I notice that you say that your projects provide for the employment. 
of over 1,200 technicians. 

Dr. Bennett. That is right. 

Mr. Jupp. That is American technicians? 

Dr. Bennett. That is American technicians. 

Mr. Jupp. Are you contemplating the hiring of qualified personnel 
in the countries themselves? That is, here is a boy from Abyssinia, 
Iran, China, or some other place, who has been trained in the United 
States. He is just as good as an American trained in the same univer- 
sity. In some respects better, because he knows the people and the 
language and people of his own country. Are you contemplating 
hiring such a man in your program or having him used by the local 
government in cooperation with you ¢ 

Dr. Bennett. They will be taken care of by the local government 
and cooperate with the American technicians. 

Mr. Jupp. Then you will not be hiring people except Americans? 

Dr. Bennerr. That is right. 

Mr. Jupp. Is your greatest shortage American money or is it the 
right kind of technicians and personnel ? 

Jr. Benner. Frankly, the universities of the country have coop- 
erated with us. The land-grant colleges of America have pledged 
themselves to help in the program. I have met with the deans of the 
land-grant colleges and have their assurance of cooperation. The 
are cooperating with making men available. In fact, we are build- 
ing up this great pool of personnel. It looks difficult and it looks 
like it would be robbing the country, but it is not. Every univer- 
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sity and college in the United States is making a small curtailment 
in personnel due to the decline of enrollment, which is slight, on 
account of the draft and on account of the qretenine of so many of 
the boys who have been benefited under the GI bill of nents I have 
been assured the cooperation of President Fred, of the University of 
Wisconsin, for example; of the State colleges of every State in the 
Union. I have met with them in a body as they were here in Wash- 


ington. 

Str, Jupp. Are you familiar with the work that Cornell University 
started more than 30 years ago in connection with the University of 
Nanking, whereby Dr. Love and Dr. Meyers and some other agri- 
cultural experts would go to the University of Nanking for a year at 
a time in exchange for some Chinese professors who came and taught 
in Cornell? 

Dr. Bennett. Yes, sir. 

Mr. Jupp. You are planning projects of that sort ? 

Dr. Bennett. Exactly. That is a demonstrated method. 

Mr. Jupp. Those agricultural research and education projects dur- 
ing the last three or four decades have done most of the groundwork, 
developed the basic information, sorted out the best techniques and 
Sesoniad the others. You can now use this basic information to 
move ahead at a much accelerated rate. Is that not true? 

Dr. Bennett. Exactly. That is exactly correct. 

Mr. Jupp. Do you find this: That when you set out to produce more 
food the people have to have better health # 

Dr. Bennerr. Exactly. That is the reason that we are trying to 
build up these projects jointly. In Egypt, for example, the proj- 
ects are being built in this fashion: They are doing it themselves, 
their own money. They have three programs in one. They cay be 
found like in every county seat building a rough V-shape. On the 
left, agriculture. In the center, education. On the right, health. 

I think one of the most impressive things that I have ever seen 
in my life is in the delta of Egypt. They have a local sculptor who 
has worked out a monument of three young women, one holding the 
cornucopia, production; one holding the open book, education; and 
one holding this insignia of the physician, age old, on the right. These 
three are there in front. It is a beautiful piece of statuary. Then, 
right back of them, are these three buildings joined together in one: 
ian agriculture, education and health. They go hand in 

and. 

I am not so certain that these peasants in Egypt have not out of 
their cooperation come up with an idea that ought to be a world-wide 
concept, They have to go together. 

Mr. Jupp. But it was not those peasants who had discovered that. 
The foreign mission boards learned that long ago. They originally set 
out to try to save souls. They found they could not save many souls 
until the bodies were in better condition. And they could not 
that without better education. Furthermore, they discovered another 
step was necessary. You do not get much better education and better 
health and better food production until you have better local govern- 
ment and community organization. Irrigation, for example, depends 
upon community decisions as to how the water is going to be divided 
and where the dikes are to be built. 
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Health also depends a lot upon better local government and work- 
ing together to handle communicable diseases and inspection of food 
and milk and so forth. So that a fourfold program dealing with 
the whole man and the whole community inevitably follows start- 
ing out on any one of these courses. In the last analysis, the answer 
to the question of why did we make such progress here and other 
countries didn’t, lies in the basic philosophies of the government. 

I read that a preacher was kicked out the other day because he said 
America had to share its wealth with the world. Now, if sharing 
the wealth of America would solve other people’s problems, I would 
be in favor of it. But it cannot. What they need 1s the secret of our 
wealth and health—why our people have created it and so many others 
have not. The secret is the philosophy of government and life and 
social organization that prevailed here—the right of the individual 
as against that of the family, the clan, the class, or the state. 

I congratulate you on the exposition that you have given us. I 
think this program in the long run carries greater hope for the kind 
of world we x geen to live in, than all the rest put together. They 
_ in fact, all holding operations to give you a chance to do your 
job. 
Dr. Bennett. Thank you. That is my feeling exactly. I appre- 
ciate your statement. 

Mr. Gorvon (presiding). Mr. Ribicoff? 

Mr. Risicorr. Do these technicians live with the people in the 
country, or do they set themselves apart with a group of Americans 
or a group of westerners? 

Dr. Bennett. They live with the people. The whole concept of our 
approach is this: That you cannot come to say “Listen to me, listen 
to me,” but you must come with an approach of “Let’s try this, it has 
worked somewhere, and try it together.” Mr. Holmes, who appeared 
before you, lives with the people, works with the people. He does not 
ask them to do anything that he will not do himself. That is the 
biggest trouble that you have with the young people who have been 
educated from foreign countries and sent to this country for educa- 
tion, rather, in our schools. Most of them want a black-coat job when 
they get back 

It has been most difficult to get the educated man out in the fields 
doing the work. They want to tell somebody how to do it. Conse- 
quently, in the indoctrination course which we give those who go out 

rom here, in this period of a month they spend together, we try to 
stress the very point that you have in mind. They have to live with 
and work with the people on a common level of equality. If you 
cannot do it you cannot effectively carry out the concept of point 4. 

Mr. Risicorr. You are to be congratulated because I think this can 
be one of the greatest influences to be contributed by the United States. 
Do you also find in going out to the land-grant colleges, to get them 
to enlits some of the graduates, that they are enthusiastic to go out in 
the world and participate? 

Dr. Bennetr. They want to do it. I was at the University of 
Wisconsin about 8 weeks ago. I spent 3 days there. They came to 
me and I talked to the young people. The Department of Agricul- 
ture met with the faculty aid with the president. They want to go. 
Here is what they are insisting: Do not make us wait until we have 
had long years of experience. Let us go and serve an internship, just 
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like a doctor does, and we will work for the cost of our living, if you 
will let us go. 

I talked to a group of 10 or 12 of the most competent group of 
people that I have met anywhere, who solicited and begged for the 
opportunity. 

Mr. Risicorr. The chances are that if the United States started 
out on that program you could enlist untold thousands of young people 
in the United States to do that type of work, could you not? 

Dr. Bennett. Yes, sir. 

Mr. Ristcorr. Do you know of any better way to combat commu- 
nism than to send our young people who are enthusiastic, as pioneers in 
other countries, to work with other people and to show what Ameri- 
cans are like and what Americans can really do to help other people 
in the world? 

Dr. Bennett. I cannot conceive of anything which would mean 
more in this battle for the hearts and minds of men. I cannot con- 
ceive of anything which would mean more to help us win this battle 
of hope. 

Mr. Rieicorr. So this is a program that should be encouraged that 
. would not cost us very much money to do. 

Dr. Bennett. It is country prices. 

Mr. Riercorr. You got these agreements going with approximately 
the 32 countries now. Do you get much publicity about these agree- 
ments? Is there much talk about it in the countries, in the host 
countries themselves ? 

Dr. Bennett. Yes, sir. The fact of the matter is that in Egypt last 
week when I got there they carried me to the Embassy. We had a news 
conference with 30 representatives of the press. We spent 2 hours to- 
gether. They were wanting to talk about the program and its implica- 
tions, and what it could do and what it is doing. When we got through, 
the Egyptian Broadcasting System wanted me to go down and broad- 
cast and talk about point 4, and how it will aperee in Egypt, over the 
Egyptian Broadcasting System, which I did. 

I mean that is the kind of response we get everywhere. The people 
are enthusiastic every where, in Latin America, in the Middle East, and 
around the world. 

Mr. Risicorr. Let’s take Syria. They sort of turned you down. 

Dr. Bennerr. They turned us down—they postponed it, they 
shelved it, for the reason that there was difficulty at the moment with 
their neighbors, and firing was on—not heavy, but there was difficulty, 
they were very tense. The Government was about to change. My 
judgment is that Syria, which is the only one of the middle eastern 
countries remaining without a contract, and Yemen—and by the way, 
Yemen is interested, from all indications; I think that will come in 
the near future. 

Mr. Ristcorr. I want to congratulate you on your work and your 
testimony, Doctor. 

Dr. Bennett. Thank you. 

Chairman Ricuarps. Mr. Fulton, any questions? 

Mr. Fuiron. We have the Chinese students being educated in this 
country. The problem arises, when the time comes to a close when 
these students will be off their educational program, what happens 
tothem? As it now stands, under the legislation they are left pretty 
much to themselves. I understand 27 of them have now turned Com- 
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munists and gone back to Communist China. Would it help you to 
have that program now moved over under your supervision in point 4 
so that those students could be integrated in this economic missionary 
work that you are interested in? In leaving these students flounder, 
they go off the end and there is nothing for them to do. 

Some of them felt that they had to go back to China and become 
Communists to get by. If we were just training Communist techni- 
cians in that program, some of us would not have voted for it. My 
question is, could you integrate that program, which is a separate 
program, under this point 4 program ? 

Dr. Bennett. You mean use the Chinese to train technicians? I 
think from the standpoint of national policy some program should 
be worked out to use them because as you point out they cannot go home 
unless they embrace this philosophy of communism. I think national 
policy would demand that some program be worked out for them. 

Mr. Fuiron. Can you work it out within the four corners of the 
policy that you are administering? We would like to have something 
like that worked out with you, because in concluding this other educa- 
tional program, finishing brings these students to a dead end, and we 
are very quickly coming to it. 

Dr. Bennett. I know many of the Chinese students. I have taught 
them for the last 30 years, I mean some of them, from the various pro- 
grams, from the funds from the Boxer endowment, and they are 
high-class people who have come to us. They are the cream of the 
crop. I would be glad to undertake it. I am certain of this: From 
the standpoint of national policy, we can’t afford to just turn them 
back. We cannot afford to do it from the standpoint of national 
policy as I view it. 

Mr. Fuiron. Could you come up to this committee with a suggestion 
of how these Chinese students could be fitted under the point 4 pro- 
gram, with a recommendation as to type? 

Dr. Bennett. I will be glad to discuss it with my associates and 
come back to the committee with our judgment. 

Mr. Furron. Thank you. 

Mr. Gorvon. Mr. Burleson ? 

Mr. Burueson. I have no questions, thank you. 

Mr. Gorvon. Mr. Javits? 

Mr. Javits. 1 want to join my colleagues and commend you on a 
fine elucidation of your position and what seems to be the rudiments of 
an excellent job. I think your figures need straightening out. They 
are clear as to the $4 million which would go out of the Latin Ameri- 
can program to the Organization of American States, and to the United 
Nations, but not clear with respect to what will go to the United Na- 
tions out of title 2, the Near East, and title 3, Asia. There apparently 
the amounts which are earmarked for the UN would come out of indi- 
vidual country allocations. 

I do not want to take your time or mine now extracting that from 
the list of country allocations we have. I think we should have that 
furnished for the record. 

Dr. Bennerr. Representatives of the United Nations are here. I 
think that that can be done. We will be glad to do that. 

Mr. Javits. So that we will know what countries’ allocations con- 
tain the United Nations allocations. 
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(The material referred to is as follows :) 


It is anticipated that a small part of the technical assistance proposed under 
the Mutual Security Program will be furnished through multilateral agencies. 
We plan to make available to the Organization of American States $1,000,000 
= pk pal United Nations and the specialized agencies an amount not to exceed 
: If a total of $13,000,000 is actually utilized in this manner the amount involved 
in bilateral programs would be reduced by a corresponding amount. To make 
up the $13,000,000, the proposed program under title I (Europe and DOT's) 
would be reduced by $342,000, title II (Near East and Independent Africa) by 
$3,744,000 and title III (Asia and the Pacific) by $4,914,000. The amount of 
$4,000,000 for multilateral programs in Latin America is already shown sepa- 
rately. 

The bilateral program proposed for title II then would be reduced to 
$71,256,000 and for title III to $257,586,000. The estimated distribution of these 
amounts by country is being furnished to the committee separately. 

The country distribution of amounts to be allocated for multilaterial programs 
will be determined by the UN and specialized agencies in connection with their 
total program plans. 

The distribution of technical assistance funds among the UN and the specialized 
agencies at the present time is determined by the UN Hconomic and Social 
Council on which the United States is represented. 

Mr. Javits. Are we taking all the young people now that are really 
needed overseas, or are we not? 

Dr. Bennett. You mean are we sending as many overseas as we 
should ? 

Mr. Javits. Right. 

Dr. Bennett. No, sir; and the only reason for that is that it takes 
90 days for clearance. We just have not been able to clear them fast 
enough to meet the demand. 

Mr. Javits. We have a bigger demand than we are supplying ? 

Dr. Bennett. A far greater demand than we are able to supply 
up to date. 

Mr. Javits. Do you have a money problem? 

Dr. Bennerr. So far we have gotten on very well. We have tried 
to live within our budget. We have sought to follow the will of Con- 
gress in the handling of these funds. 

Mr. Javits. When I say do you have a money impediment, I mean 
are you refraining from sending people to staff these programs be- 
cause you do not have the money ? : 

Dr. Bennett. Not yet; no,sir. We have had enough, so far. 

Mr. Javits. Do you see enough in this program that we are dis- 
cussing now so that you can meet as much of the demand as the me- 
chanical facilities will allow, that is, clearance, et cetera ? 

Dr. Bennerr. Yes, sir. With the money that is provided for in 
this act we can meet the requirements. 

Mr. Javits. Is there any impediment in training facilities; are you 
deficient in those ? 

Dr. Bennett. No, sir. We are getting on very well there. We 
have had the cooperation of the American colleges and universities. 
Many of them are taking students, you know, without any cost at all. 
That is, they are offering fellowships for students here and there. 
There is a great amount of that. So far we have been all right. 

Mr. Javits. When a foreign country desires a technician which it is 
willing to pay for, do you have any way of recruiting such technicians? 

Dr. Bennett. Yes, sir; we are able to do that. 

Mr. Javits. You run a recruitment program ? 
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Dr. Bennett. Yes, sir. We are building up—what we are building 
is a pool of trained people, and getting them cleared by the FBI, so 
that they are eligible to serve under the provisions of the act. __ 

Mr. Javits. I was asking another question, Doctor. I was asking 
in the cases where the foreign country wishes an American technician 
and is willing to pay for him, will you help them find one? 

Dr. Bennett. Yes, sir. 

Mr. Javits. And will you do that? 

Dr. Bennerr. Yes, sir. We are doing that. 

Mr. Javits. Will you give us a forecast which will show us how 
many people you will have engaged, and in broad categories what 
they will be doing, by June 30, 1952, if we give you the money that 
you are asking for under this bill? 

Dr. Bennett. I will be glad to. We will be glad to assemble that 
and put it in the record at this point if agreeable. 

Mr. Javits. Do you not consider that an important thing for us to 
consider it? 

Dr. Bennett. I certainly do. You ought to know and you are 
entitled to know it. 

Mr. Javits. You are making a substantial expansion of this pro- 
gram. 

Dr. Bennett. That is true. 

(The information referred to is as follows :) 

The following estimates have been made of the number of United States 
technicians required by June 30, 1952, to work abroad under the economic phase 
of the Mutual Security Program proposed in titles II, III, and IV. 

Field of activity : Technicians 
Joint commissions and economic surveys 94 
Agriculture, forestry, and fisheries_..____-_____._--_-_____---------- 1, 106 
Education and information 288 
Health and sanitation 
Industry and labor 
Transport and communications 
Mineral resources 


Water resources and other public works 
Government administration and technical services 


The above estimates include technicians to be employed through contracts with 
private organizations and technicians to be employed by the UN and its spe- 
cialized agencies with funds made available from this program. The estimates 
include technicians to be employed by the ECA as well as by TCA for work in 
these regions. 

Personnel required for the ECA European program (title I) are not included. 

In addition to requirements for United States technicians abroad personnel 
will be needed in the field and in Washington for program planning, direction, 
and administration, for training programs to train foreign nationals, and for 
general work such as budget and accounting, procurement of supplies and equip- 
ment, recruitment, and training of personnel, and for reporting services. For that 
part of the economic program proposed to be administered by the Technical 
Cooperation Administration, we estimate a total of not more than 800 persons 
will be needed for these purposes by June 30, 1952. 


Mr. Javirs. Do you find a dearth of capital in these countries, ma- 
terially retarding the opportunities which you folks are opening up? 

Dr. Bennerr. You mean capital ? 

Mr. Javits. Yes; investment capital. 

Dr. Bennett. Yes, sir; absolutely. 
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Mr. Javirs. Can you give us any figures on that which will show 
us what we ought to be doing about it? How the dearth of investment 
capital is hampering the activities, the fruition of point 4, and also is 
it a dearth of indigenous capital or a dearth of outside capital, and, 
if so, what are the proportions and so on? I think we ought to have 
some analysis of that so we know what to do on the rest of the bill. 
There is no use in giving them the finest technical service and then 
find they cannot do anything with it. 

Dr. Bennerr. That is right. I will give you two or three illustra- 
tions of what we are doing. For example, in Ethiopia—excuse me 
for talking about the last one first; I have just come from there—this 
is my second trip there—they had no insurance company, so they have 
organized an insurance company with their own capital. The result 
is that with a little support from the outside taking a part of the 
stock, they are beginning to build up an insurance company of their 
own which, as you know in this country, has been one of the great 
soutere of pulling together the local savings of the people. That is 
No. 1. 

Another thing, they have no packing plant, yet they have millions 
of cattle. I would say between 10 and 15 million head of cattle on 
the range. I have never seen so many cattle. And by the way, they 
are in good shape. It is fine grassland. They have millions of sheep, 
millions of goats, poultry literally by the hundreds of thousands. You 
meet men coming down the road. Out of Dire Daw we met a group 
of about 10 men coming to market. They had a pole across their 
shoulders and they had 12 live chickens on each end of the pole, but 
no packing plants, no facilities for killing and storing their meats. 
Consequently, you can buy a steer in Ethiopia for practically the 
price of his hide, because the hide is the only thing that has value. 
They kill meat only to eat, today. They have no way of carrying it 
over. 

The Emperor is very anxious to have a packing plant in. We are 
trying to encourage people to come in who will survey and bring 
capital into the country for a packing plant. They have everything. 

Then coffee; I think the finest coffee that I have ever seen is in 
Ethiopia. That is where it originated. It is wonderful. But their 
cleaning facilities are crude and quite limited. They need a technician 
to come and show them how to process and put it on the market in 
the best fashion. With the price of coffee over the world, we are 
trying to induce private capital to go in and help them there. 

What I am getting at is that they need capital from the outside, and 
they need to build up capital within their own countries and make it 
available together. That is true all over there. 

Mr. Javits. Will you give us a memo giving us facts and figures 
on that, especially leading to any support or lack of it on Nelson 
Rockefeller’s recommendation for an international economic develop- 
ment agency of the World Bank ? 

Dr. Bennett. I will be glad to do that. I think you would be in- 
terested in the fact that the World Bank is backing these govern- 
ments in an agricultural industrial development bank. They are fur- 
nishing a part of the capital. For example, they will put up $1 mil- 
lion, say, of the capital of a $3 million bank, and they will furnish 
the management. That is what they have done in Ethiopia and two 
or three other countries to which I have been, which is a move in the 
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direction which Mr. Rockefeller had in mind. It is a érude beginning, 
but it isa beginning. We will furnish that. 

(For the information referred to, see appendix, p. 1576.) 

Chairman Ricuarps. Mr. Hays? 

Mr. Hays. Dr. Bennett, with reference to the previous questions, 
as I recall it, there was the same type of objection raised when Dr. 
Seaman Knapp, Walter Hines Page, and others proposed the Agricul- 
tural Extension Service for our own country, that is, a feeling that the 
farmers “had to do it themselves”; that there was nothing that the 
Government could do. Is that a fair statement? 

Dr. Bennerr. Yes, sir. It has taken us between 25 and 40 years to 
get the extension system going. I knew Dr. Knapp and his associ- 
ates, and I had working with me until they died two of the pioneer 
county agents of the United States. The fact of the matter is that 
I have been identified with the movement almost from its beginning. 
I have associated with men who set up the Extension Service in the 
United States. It is new. It took us years and years and years to 
get the farmers to be willing to accept the skill which came from the 
outside, and then it was only through the chambers of commerce, the 
women’s clubs, and the like, that we were ever able to get the home 
demonstration work started in the counties of the United States. 

Now there is not a county in the United States, so far as I know, 
where we do not have an agricultural agent and a county agent—a 
home demonstration agent—as a minimum, and in most of them 
several. Their work has transformed agricultural production, farm 
life, throughout the Nation. It was a hard job to get the little sums 
that we had with which the work was begun. 

Mr. Hays. Is there some significance in the fact that the two most 
important agricultural programs undertaken by the Federal Gov- 
ernment—that is the Morrill Act of 1862 and the Extension Service 
begun in 1915 when World War I was under way—is there some sig- 
nificance in the fact that both of those programs were begun under the 
tensions of a war situation? It may be that the people were then 
aware of their dependency on agriculture, of the need of a new look, 
you might say, on the basic productiveness of the Nation. I wondered 
if there might not be some connection. 

Dr. Bennert. I think there is connection. 

Mr. Hays. I do not want to press that parallel too much. But as 
we look at the world situation with the needs of millions of people 
for education and skill, it seems logical. Also we have a saialel 
in the darm-security program which was taken over by the Farmer’s 
Home Administration and which continues as a loan program, soundly 
conceived, but the initial work was a matter of equipping the under- 
privileged farmers with knowledge in the simple skills of agriculture. 
Is that a fair example? 

Dr. Bennett. It isa fairexample. And it has paid a hundredfold. 

Mr. Hays. Yes. As a matter of fact, the repayment record of 
Farmer’s Home excels the repayment record of REC. That is not 
known generally. 

Chairman Ricwarps, Mr. Herter? 

Mr. Herter. Dr. Bennett, would you turn to page 4 of your pre- 
pared statement? I would like to ask you a few questions in con- 
nection with your method of organization and administration, 
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In that staterhent you indicate that the amount of money that you 
have allocated to different agencies of the Government, some 20 agen- 
cies of the Government, approximately, does that mean that when you 
secure an expert from the Department of Agriculture or Commerce or 
Interior, or one of these many agents of Government, that you turn 
over from your funds the money to that agency to pay the salary of 
that individual ? 

Dr. Bennett. That is right. 

Mr. Herrer. Then when that individual reports, does he report 
both to you and to that agency ? 

Dr. Bennett. Yes, sir; jointly. We direct this work through them. 
We keep account through them. 

Mr. Herrer. When you direct your work through them, it means 
that they have to set up in their own department some kind of staff 
that in turn is going to direct him and receive his reports and take 
care of the accounts, and so on? 

Dr. Bennett. The thing about it is that in Agriculture you see the 
divisions are already set up. Likewise in interior. It is a simple 
procedure. There is no duplication of effort there. It is just the 
mechanics. The bill contemplated in its wording, as we understood 
it—and I took it as a directive, and frankly, it is a procedure that 
brings us this great background of experience of these agencies of 
the Government. 

Mr. Herter. I am not criticizing it one way or another. 

Dr. Bennetr. You want to know if it is duplicating the cost? 

Mr. Herrer. That and also the fact that point 4 technical assistance 
is being administered in a great many other countries not by you but 
by the ECA under an entirely different plan of organization. In other 
words, wherever the ECA has a mission I understand they handle 
the Technical Assistance program, and out of their own funds not 
out of this appropriation. There every employee is an ECA aide, 
whether he originally came from the Department of Agriculture.or 
not. He is an ECA employee and is an integral part of the organi- 
zation. 

From your figures you speak of the State Department’s share in this 
under the title “Bilateral Program,” $7 million. I assume under 
a program here, that you were recruiting from some source or 
other 

Dr. Bennett. That is right. 

Mr. Herter. Is Mr. Holmes on your payroll? 

Dr. Bennett. Yes, sir. 

Mr. Herrer. You recruited him directly? 

Dr. Bennert. Yes, sir. 

Mr. Herter. When he returned from India? 

Dr. Bennett. We recruited him, and through the Department of 
Agriculture. 

Mr. Herter. They recommended him to you? 

Dr. Bennert. That is right. 

Mr. Herver. He is not on the Department of Agriculture payroll ? 

Dr. Bennett. He is paid out of point 4 funds which we have allo- 
cated to the Department of Agriculture to carry out a specific job. 
That is a part of our payroll. 

Mr. Herter. A man working right next to him might be on the 
Department of Agriculture payroll ¢ 
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Dr. Bennett. If we borrowed them for a time, yes. But they are 
point 4 employees, just the same as when they are on our payroll. 

Mr. Hervrer. Mr. Holmes and this gentleman from the Department 
of Agriculture, when they come to report to Washington do they 
report to you primarily ¢ 

Dr. Bennett. Yes, sir. 

Mr. Herrer. But at the same time isn’t there in the Department of 
Agriculture somebody else who is following all that? 

Dr. Bennett. That is right. 

Mr. Herrer. In other words, you have really set up an international 
agency in each one of these departments with staff members abroad ¢ 

Dr. Bennerr. It was already set up. We merely utilized it. 

Mr. Herrer. It could not have been set up in all these agencies. 
The Department of Labor, for example, you have $350,000 there. 
Do they have an international branch ¢ 

Dr. Bennerr. They have an international organization. 

Mr. Herrer. For the ILO? 

Dr. Bennerr. That is right. 

Mr. Herrer. Going on to the Bureau of the —_ Housing and 
Home Finance Agency, Federal Communications Commission, De- 
partment of the Army, Post Office Department, Federal Power Com- 
mission, Departrhent of the Treasury and so on, most of those you 
just take a single technician from ? 

Dr. Bennett. That is right. Or we send maybe somebody there for 
training. 

Mr. Herter. But if this means a considerable amount, would it not 
soon mean that every agency of Government will have a foreign depart- 
ment of its own ? 

Dr. Bennetr. We do not try to set up departments where they do 
not exist. The Department of Agriculture has had its Division of 
Foreign Agriculture for ‘years, at least 10 years or more. I have 
known of it that long. We merely are availing ourselves of their 
experience and their operation under the law was to be coordinated 
with us. 

For example, the research in rubber, which is carried on in most of 
the tropical countries. We take that program over, you see, as part 
of our program, because it is vital to the welfare of our own Nation 
as well as to the economy of the nations involved. 

Mr. Herrer. At the moment this point 4 program for technical 
assistance is split between the two agencies, and there have been sug- 
gestions made here during the course of the testimony that there 
should be a single agency to operate the entire thing. Do you want to 
comment on that? 

Dr. Bennerr. Of course, you would expect me to have an opinion on 
it. It is a matter which has been referred to the National Security 
Council for recommendation to the President. In the light of that 
I would rather withhold any statement that I might make. 

Mr. Herter. We are in a rather difficult position. We have had a 
great deal of testimony from Mr. Rockefeller. We have had the Gray 
report, the Brookings Institution report, a great many witnesses 
recommending a single agency. I understand the executive branch of 
the Government had that report for 6 months and could not reach an 
agreement on it. 

It is difficult to find the answer in a period of a week or so. 
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Dr. Bennerr. I should say that offhand theoretically it would be 
wonderful if you only had one agency with which to deal. Practically 
there are some things that do not mix so well. The point 4 program 
was set up with a certain objective. That objective was to bring or to 
share with the underdeveloped areas of the world the advances in 
science and technology which we have made. 

I think had it not been for the emergency which came about by 
reason of the armed conflict in Korea, that the question would not have 
been raised. That is my judgment. Because the point 4 program was 
set up with a concept which is quite simple, and understandable, and 
direct. 

My opinion is that these questions would not have arisen had it not 
been for the emergency in which we find ourselves. If and when the 
emergency passes, I feel that there will still be a place for a simple 
point 4 program to the underdeveloped areas of the world as a 
separate Independent agency. That is my judgment. 

Mr. Herrer. I want to thank you for one other statement you made 
and that is that for this year at least you had as much money as you 
thought you could spend in getting technicians, and so on. I was very 
severely criticized last year when I cut the amount down by $10 million, 
thinking that the amount that was appropriated for eventually would 
be ample for the first 9 months of operation, at least as much as you 
could spend intelligently in the first year of the program, 

Dr. Bennerr. We have found it sufficient. 

Chairman Ricwarps. Mrs. Kelly? 

Mrs. Kexiy. Thank you, Mr. Chairman. 

Dr. Bennett, one of the provisions of the contract agreement is that 
the country benefited must report to the United States that it has re- 
quested technical assistance from another nation. To date have you 
received any report? Has any report been received of this from the 36 
countries benefited ? 

Dr. Bennerr. That provision was inserted for the reason that the 
United Nations’ program primarily is involved. Food and Agricul- 
ture, World Health, UNESCO, ILO, and the like. We have kept 
the closest coordination between the United Nations and we have con- 
stant interchange. When a request comes to us from a country, we 
file with them and they with us, and in that way we have kept it up. 
In other words, we have kept that close check. That was the reason 
for the request, to avoid, for example, a request being made for agri- 
culture from the Food and Agriculture Organization, and a like re- 
quest filed with us. If we did not have that provision then we might 
go ahead and expedite it, and so could the other. Then we would 
have confusion. So far we have had no duplication as a result of this 
provision. 

Mrs. Keviy. If any nation gives technical assistance to a country, 
do they tie up that contract with their trade treaty structure in any 
way / 

Dr. Bennerr. It is primarily the Colombo plan of the British Com- 
monwealth and the multilateral agencies of the United Nations that 
we have met. We have met no agreements, bilaterally, from the other 
nations as yet. 

Mrs. Ketiy. Will you insist, if you do, that you see the contract 
of that nation ¢ 
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Dr. Bennett. Yes, indeed, that is the reason that this is here. That 
is what we contemplate, to prevent duplication and to be certain that 
the assistance we render is not just one of a multiple group that is 
coming. 

Mrs. Keviy. Thank you. 

Mr. Burteson (presiding). Mrs. Bolton? I do not believe that you 
have had an opportunity to question Dr. Bennett. 

Mrs. Bouron. Thank you. I am deeply sorry that I had to be at 
the Capitol and missed the beginning of your testimony. I have one 
or two questions. 

Is there a list that we might have of the many programs undertaken 
by point 4 in the different countries ¢ 

Dr. Bennerr. Yes. That list will be filed as part of the record. 

(The information referred to is as follows :) 


DEPARTMENT OF STATE, 
Washington, August 1, 1951. 
Hon. JAmMes P. Ricuarps, 
Chairman, Committee on Foreign Affairs, House of Representatives. 

My Dear Mr. RicHarps: During the hearings on the point 4 program before 
your committee on Monday, July 30, the Honorable Frances P. Bolton requested 
a list of all of the point 4 programs undertaken in the different underdeveloped 
countries, Attached is such a list for insertion in the record. This list consists 
of two parts. The first part shows fields of activity in which projects are under 
way in each country, the cooperating United States Government agency, and the 
number of experts at work in the country. The second part is a list of projects 
we have undertaken by entering into contracts with private organizations, 

I have sent copies of this information directly to Mrs. Bolton for her personal 
information. 

Sincerely yours, 
Henry G. BENNETT, 
Administrator, Technical Cooperation Administration. 


Point 4 field projects in operation as of June 30, 1951 





| | 
| Number of experts 
in the field 
Country and field of activity | Cooperating agency a 
[ By proj- | Country 
ect | total 





Afghanistan: Minerals and mining_- | Department of Interior 
Bolivia: | 
Health and sanitation___..___- iiisan haan ILAA__. 
Education _ hiceudcnsebastshadadbp ascsenal 
Mineral resources !_..._..._-____- . Dep: urtment of Interior. 
Agriculture Peres. | Department of Agriculture 
Civil aviation | Department of Commerce 
Child welfare - -------------.-----| Federal Security Agency 
Brazil: 
Health and sanitation. 
Education OS SRE ST ineusiod iia dad 
Mineral resources : eee : De partme nt of Interior oa 
Agriculture ._- _....-| Department of Agriculture__. 
Rubber development. - NO Fa 
Child health Federal Security Agency--.-.__-- 
General economic development joint com- | Department of State_.-.........-- 
mission. 
Burma: Education. ___- —_ ....--.----| Federal Security Agency 
Ceylon: Agricultural extension.___.._...------.| Department of Agriculture 
Chile: | 
Health and sanitation.......................| TIAA.... 
Food supply tiie tlh candhigeaaesiainah eal 


1 Project carried on in United States (College Park, Md.). 
23 experts and 1 secretary cleared, now in Washington. 
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Point 4 field projects in operation as of June 30, 1951—Continued 


SECURITY PROGRAM 






























Number of e 
in the fiel: 
Country and field of activity Cooperating agency 
By pro}- | Country 
ect total 
Colombia: 
Health and sanitation_..._......-......----- RR NE el EE ed eee | tte 
EERO EAL II CS To Department of Commerce__- |, hare ae 
Rubber development-.-_-..._....-..-----.-- war “ae of Agriculture-. eal 
—— i Rss cabidbancs sbbckunbnt onitny aN ninaceGpnwieniboienenans Ae aa 
pines OS RS ES Departient ot Eateter.-....----- | 3a 
| ERE LE EE REE men mmerce _.... ...- iy 
SN icc ddiomsetnckumeinaancuime vena HHFA EEE ee 1 ll 
Costa Rica: 
Food and agriculture __--......-....---.-.--- er Palininin pinhdccwedinmtes obo 4 SSS 
NO Ee ee ee } Pere 
Rubber development. _.-_._..-..----.-..--- acesahad of Agriculture... .....- Le aia 
SIE IRE LT ea a ST ar re Tariff Commission.-...---...-.-- “) “al 
I oe manana Department of Commerce..._----- 8 Scala 
Water power development. -.-.-_.-.......--- Department of Interior... .....-._- oo Seer 
Government administrative and services_...; Various agencies - -_- —_—_ 3 20 
Cuba: Kenaf fiber development... -...-........-- yan of Agriculture. Phoveces 3 3 
Dominican Republic: Education ---.-.........- cbs Saks tind aed nkaetss 2 2 
Ecuador: 
Health and sanitation.................-.-.-.]----- 4 2 AS RSS Re caries «Stee ee yp be ae 
SR is cn nodentdunnenscbavusndsivhdinenciehekat denen apa ieiranesn on 2 RES 
a RRR She PIS aR SES Te ee of Agriculture... ..... Ae 
Civil pane NERS RR AEE SS Be an sah co of Commerce (CAA). 1 22 
= pt: adr improvement centers... ........-- Federal Security Agency ---.-.-.-- 2 2 
vador: 

AS DS Le CS EI His ee fepertment of Agriculture_.-.-.-..- Oe Pha 
at ~ | Iced Guin win eeceerngegatoultl TEEatA tein naling nace odaie ie tied | esol 
ae pcb bhiedabvidiihdeddseachicntcced gna bemeatawed bin si weswacsesoess 1 12 

Guatem 
Heith and hint net Ku annsadnphabee enh daaibedlinnisaintaneseupeios SS on 
IA © tia cs oral tice idecaip ecddicilatenarkenea ‘Departed of Agriculture inaigppanted 2 Banke 
Rubber. development SE WSR TACIT. Pik dn Se Ea 2 15 
Haiti: 
Food and agriculture_..............---.--.-- ey re ) 
Health and sanitation.................-..-.-]-.--- ee  & ee ‘ 
Rubber development. -_.....-........----.-- Department of Agriculture... ____- 2 18 
Honduras: 
Health and sanitation..................-...- 44. See caseoornnes pe usewne sownses | ee 
PR PIE, ig cinwvedineseonagsensentnest inna e sseqesravewcenesnawwcwns ) Y RSC ee 
.. Highways a ee RR eee A. of Commerce-......... 1 8 
Geologic investigations...............-..-.-- —— OF NT. <. scsccnns! 8 Pei Alea 
et a es ep mdmbbeiindsdwuniiee pina ------ Sees 
0 Ee a ena Federal Security Agency_-.------- “ eee 
Agricultural extension _-._.-.-...--.-.-.-..-.- ee of —_ bacwone RE ee 
ON ES FETE LEE, EE! EE a a 2 7 
ECTS OT Ne NRE ES Department of Labor-------.----- oa 
Rural magerremnens ELLE IES LE Various —_ pe itenbugaecbeninne 7 8 
Iraq: General economic development. --.--..-.-- fe ee i CEE 1 1 
Lebanon: River valley development----..-....- Sassanaed oe Seterede.......------ 310 10 
Liberia: General economic development. .-...-.-- Various agencies__.........-- 20 20 
i ioges Wee CONSTI. och cccudicanduncdccie ca of Interier....<......- 1 1 
exico: 
Pee MOMania Le arent ad ccewnecsecesedccdanss 3 be 
Geologic investigations............-.-----.-- Deprrieat of Interior......---..- “| Si ae 
EE RI GE. onc dade aoe bard Sone sate CURE ame ede kon nnnecbabessdnnises , Eee ee 
NE SRE eet ~ EE eS eee ees eee 3 see 
Rubber dev elopment peuehdtaknsthewstnsdethe ment of Agriculture... ____- 3A ee 
ER EEN Security Agency-_--_.---- 1 20 
Nicaragua: 
Se ON Bia isin Sk i ca i cktetaenapcccgidadsssancccose Awe ee 
Agricultural collaboration. -_-....-.-..--.-.-- Depariient of Agriculture_______- j} eee 
BD ok ndingcieninneseonddhlhnwscts hboen _ pees Ce A 
Hydrociectric survey... .....2.2-5..-.-.2555 on nt of Interior_..........- 6 13 
Pakistan: Agricultural extension................| Department of Agriculture-.___... 1 1 
Panama: 
Beuestin ails linm thse Babee ben Raia i Rachandbsabnns tdasedesubecdas be eee 
icultural collaboration._...............-- Department of Agriculture... ____- i aie fo La 
Ofil  cicnkbcadelcctsélecoouseacaed Department of Commerce__--___-__- y Des 
. ealth and sanitation_....._.........-.--.-- RNR dicbhddtinafadoitacindicuies< 1 25 
al : 
Food EEE ree. SesTAs NCE ce ARE AN it ea  * eee 
pS SESE SER, fine - EEA western Oa _ | eo 
RPE, SE eee ee. D Dikssarahle 
Economic Development, joint commission_- ee ae 6 33 


4Initial phase completed; all but 2 technicians returning to United States end of June. 
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Point 4 field projects in operation as of June 30, 1951—Continued 





Number Somgutte 
in the fiel 


] 
| 





Country and field of activity Cooperating agency 


| 
By pro}- | Country 
ec’ total 





Peru: oa 
Food and agriculture one wee ere as , 
Education D ae ee 10 | 
Health and sanitation __-.-....__. aides Do pa 
Rubber development Department of Agriculture __- | 
Fisheries... -------+-+----------} Department of Interior. 
Geologie inv estigations Aes | 
Philippines: 
seologic investigations eb ais bdeblichica do 
Agricultural extension Department of Agric ulture 
Saudi Arabia: Ground water survey ....| Department of Interior. 
Thailand: 
Agriculture . wird es te ee meee of Agriculture 
Education ; Federal Security Agency. 


Uru y: 
ficalth and sanitation ae ee Bieber! ee, Sa 
Food supply ae “Eee 
Venezuela: 
Health and sanitation.......................} TIA 
Civil aviation : een of Commerce 
American Republics regional: 
Education 
Health and sanitation 


Rubber development 
‘De mee of Commerce___- 
Vital statistics peyar Security Agency 

Labor law administration, etc See: Hee of Labor 

Labor statistics do 

Government administration and services__._| Various agencies - 

Agricultural statistics. ._................... Department of Agriculture __ 
NEA regional projects: Public health Federal Security Agency 
Not avilable by project 














Grand total_......-- 








Contracts awarded under the point 4 program to private contractors, fiscal 
year 1951 





| 
; Contractor and date of | Amount of 
Country and type of project award | contract 


| 





Afghanistan: 
Technical education Afghanistan Institute of $12, 500 
Technology. 
Bolivia: | 
Planning of aerial mapping of the Cochabamba-Santa | Northwestern University, | 5, 500 
> A area for economie development. June 21, 1951. 
razil: 
Geological survey, topographic mapping _.....-..--| Aero Service Corp, Nov. 21, 98, 000 
1950, May 31, 1951. 
General economic development___-- .| Gibbs & Hill, June 7, 1951. 100, 000 
Services of experts to t Rural University at Vicosa in | Purdue University, June 27, 12, 400 
extension work in home economics and rural health, and 1951. 
in cultural extension methods. 
Establishment of a reference library for United States | Vanderbilt University, June 9, 200 
Brazilian Joint Commission and preparation of one 29, 1951 
financial monograph. 
Industrial research on babassu nut _...1 The Southwest Research 


Institute, June 28, 1951. 
British dependent territories: 
Advice and assistance to Antigua by Puerto Rican experts | Puerto Rico Planning 
on low-cost housing, Board, June 30, 1951. 
Colombia: 
Social work education American Association of 
Schools of Social Work. 





Costa Rica: 
Housing and community development Architects Collaborative, 
June 13, 1951. 
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Contracts awarded under the point 4 programs to private contractors, fiscal 
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year 1951—Continued 











. Contractor and date of Amount of 
Country and type of project ow contract 
Ecuador: 
Technical study on 2 transportation problems: (a) the | Knappen Tippets Abbett $10, 000 
dredging and maintenance of a deep-water channel for Engineering Co., Mar. 5, 
the port of Guayaquil; and (6) dredging of Bolivar Canal 1951. 
and construction of a port at San Lorenzo. 
. TSS AE VE SRS a SE se Ee CRS pa LE es eRe Pan-American Union---.-- 3, 932 
gy 
ae SF Ea ie ol a BAL il 4 Se EER i Arthur D. Little, Inc., June 20, 000 
Greece: 
Grant to Athens College to broaden its curriculum to give | Athens College, May 10, 297, 525 
added emphasis to vocational skills and scientific studies, 1951. 
and to provide scholarships. 
Grant to the institute in order to broaden its curriculum, | Thessalonica Agricultural 181, 400 
particularly in agricultural and mechanical training; and and Industrial Institute, 
to provide scholarships. May 15, 1951. 
India: 
Aerial spraying for locust control_..........--.------------ U. 8. Overseas Airlines, 50, 000 
May 29, 1951. 
Devens of plans for the port of Kandla and town of | Adams, Howard, and Gree- 15, 000 
Gandidham, Cutch. ley, June 27, 1951. 
Services of woman professor to serve as 7 vony 1 and | The College of Medicine of 18, 500 
professor of medicine at the Lady Hardi edical the University of Illinois, 
College, New Delhi. June 28, 1951. 
Extension of facilities of the Jamia Millia Islamia school | World Student Service 20, 000 
for training rural workers. Fund, June 29, 1951. 
ED IP INIOINE 5. occas ctccvcccenetedinceaisocd Armour Research Institute -- 100, 000 
n: 
NN ELA LED AE ER TIE TEATS Meer a Foundation, Jan. 50, 000 
a e 
RRL EE TE lle A Ra dart Nb es ity he, See Near East Foundation, 247, 000 
May 2, 1951 
Aerial spraying for locust control... ..........----------- U. S. Overseas Airlines, 196, 000 
Apr. 19, 1951. 
Recruiting specialists for rural improvement projects__--. -- a. Y ae University, 65, 000 
une 29, I 
Training of Iranian pilots in aerial spraying for locust | U. S. Overseas Airlines, 17, 000 
control. June 25, 1951. 
Recruiting specialists for rural improvement projects in University of Utah, June 65, 000 
cooperation with Brigham Young University and Utah 29, 1951. 
State Agricultural College. ’ 
Recruiting specialists for rural improvement projects in | Utah State Agricultural 100, 000 
cooperation with Brigham Young University and the College, June 26, 1951. 
_ University of Utah, 
a. Sisistncerine of SE SING Bak A TIN OC NA IE A eR bas Massachusetts Institute of 2, 244 
Technology. 
Israel: 
Public health. Organize a medical teaching mission in | Unitarian Service Com- 35, 000 
cooperation with WHO. mittee, Inc., May 10, 1951. 
Jordan: 
Water resources development -_-_................----------- Knappen-Tippetts, Abbott 42, 340 
Engineering Co., June 1, 
1951. 
Lebanon: 
Expansion of training facilities and faculty of American | American University of 624, 000 
University of Beirut to provide for training of nationals Beirut, Apr. 26, 1951. 
of Middle East countries in public health, public admin- 
istration, agriculture, and economics. 
Liberia: 
Expension of curriculum of Booker Washington Agri- | Booker Washington Insti- 40, 000 
cultural and Industrial Institute of Liberia to include tute of Liberia, Inc., Dec. 
intensive training in fields of agricultural and mechanical 21, 1950 
arts. 
Photogrammetic mapping of Liberia for road construction | Aero Service Corp., June 150, 000 
and agricultural plans. 28, 1951. 
India: 
Community development and welfare program in rural | American Friends Service 150, 000 
areas. Committee, Inc., June 
22, 1951. 
Mexico 
Study of agricultural education in Mexico.__............._- Texas A. & M. College, 4, 500 
June 28, 1951. 
Pakistan: 
Plan for municipal water supply distribution and sewage- | Harlond Bartholomew & 20, 000 
collection system for the Karachi metropolitan area. Associates, June 30, 1951. 
EnGuowen Gevennmens.<... 6.5054 o-oo eee Armour Research Institute 60, 000 
PUix alanine cxedkceehbeied tne biddiimmaen tamed een et General Railway Signal 11, 865 
Corp. 
Panam 
Study of problems of agricultural production. ____.....-_-- University of Arkansas, Jan. 4, 500 














| 
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Contracts awarded under the point 4 programs to private contractors, fiscal 
year 1951—Continued 


Contractor and date of Amount of 


award ; contract 
| 


Country and type of project 








| 


Panama—Continued 


Execution of cooperative agricultural development. ....| University of Arkansas, | 
May 1, 1951. 
Saudi Arabia: j | 
Aerial photography for water development. _..............| Aero Service Corp., Jan. 4, 
| 1951. 
Syria: 
Rural improvement through expansion of Foundation’s | Near East Foundation, 88, 140 
existing program of village improvement activities. May 2, 1951. 
Regional, other American Republics: 
Survey of agricultural research institutions in Latin Amer- | University of Minnesota 6, 000 
ica as appropriate depositaries for agricultural publica- | 
tions. | 
Training 40 nationals of Latin-American countries in | New Mexico A. & M. Col- 48, 000 
extension and farm and home management supervision. lege, June 27, 1951. 
Collection and study of maize indigenous to Western | National Academy of Sci- 85, 000 
Hemisphere. ences, June 28, 1951. | 
Report on plan for establishment and operation of a con- | Armour Research Founda- 48, 000 
struction materials demonstration and training center tion of Illinois Institute 
in other American Republics. of Technology, June 28, | 
1951. 
Study of savings programs in United States institutions | Columbia Federal Savings 15, 000 
with a view to determining which would be most useful & Loan Association, June 
in Latin-American countries to promote the accumula- 30, 1951. 
tion of private savings for economic development. 
Development of small industries : | Arthur D. Little, Inc 
Technical education ash aive acnmaiedae snes | Institute of International | 
Education. 
Regional; Ethiopia, Eritrea, and Libya: 
Preparation of handbooks on conditions in above countries | The Institute of Ethnic Af- | 
for use of point 4 personnel. | fairs, Inc., June 25, 1951. | 
World wide: 
Provision of practical work experience to foreign students | University of Denver, June | 
under university supervision. | 25, 1951. | 
University of Miami, June 
| 29, 1951. 
University of Maryland, 
June 29, 1951. 
Study of a cooperative program of road improvement in | The International Road 
other countries; establishment of two pilot schools in Federation, June 29, 1951. | 
Latin America for operators and mechanics of highway 
machinery; and provision for point 4 fellowships in | 
United States for highway engineers. 
World land tenure conference at University of Wisconsin, | University of Wisconsin, 162, 000 
and 12 months training program for prospective leaders | June 25, 1951. 
in agrarian reform problems. 
Biometrics i University of North Caro- 20, 000 
| lina, 
} 


peel Ea EY SS vein 3, 740, 542 





Mrs. Bouron. Thank you. May I at this moment ask you about 
Liberia and Libya. What are the programs now in force in Liberia ¢ 

Dr. Bennert. In Liberia we have a widespread program which is 
a continuation of some that had been begun in the past, and new ones 
that have been added. Liberia likewise asked for a joint commission 
of Americans and Liberians to lay out the program for the develop- 
ment of the country. The program is comprehensive in agriculture, 
education, health, and sanitation, roads and harbors. It is a wide- 
spread program and one of the most satisfactory with which we are 
dealing just now. 

Mrs. Bouron. What about Libya? 

Dr. Bennett. Libya is new. The program is just beginning. In 
Libya the problem of course is three-fold: first, agriculture. They 
are not producing enough to meet their needs. It is a country in deep 
poverty. The need is water, and the plan is to survey the old Roman 
irrigation projects which were in use centuries ago and which we be- 
lieve can be restored. It is water. 














1468 THE MUTUAL SECURITY PROGRAM 


Then it is a matter of health and sanitation. There is much diffi- 
culty with eyes, trachoma, and the like. And then, of course, educa- 
tion, which is practically nonexistent in the country. A widespread 
program has been requested and is under study. We sent Mr. Hanson 
there along with Mr. Meier, from Mr. McGhee’s staff. They spent 
some days in Libya and have recommended a fairly comprehensive 
program which we hope to have in operation within the year. 

rs. Botton. In the water program in Iraq, does that also contem- 
plate reconstituting some of the ancient—— 

Dr. Bennett. There was a time under the Roman Empire when 
the country maintained a population of 10,000,000 or 15,000,000 peo- 
ple in the triangle between the two great rivers. Engineering is being 
done now, and a loan is being contemplated by the World Bank which 
looks hopeful. 

Mrs. Bouron. Is that loan only contemplated ? 

Dr. Bennett. I think it will be carried out within the year. It 
is my judgment. Mr. McGhee is here and knows better than I. That 
is my opinion. 

Mr. McGuer. The loan has been approved. The development 
board has been set up to carry it out. They are now waiting on final 
recommendations of the engineers in London. No actual earth has 
been moved. 

Mrs. Boron. It seems that is the focal point in that central area. 

Dr. Bennett. That is right. We have the same thing in central 
Arabia, below Jidda, for 200 or 300 miles, the remains of the old irri- 
oo system of the Romans abandoned with the fall of the Roman 

mpire. We have an engineer named Brown who is surveying these 
possibilities of reopening. If so, an area large enough to maintain 
a population as large again as now lives in Saudi Arabia can be irri- 
gated and can become productive again. 

Mrs. Bourton. Those who were not very friendly to point 4 are 
saying to me, “Yes; we understand that point 4 is a very useful bit 
of mechanism for the Department, because they take all the worn- 
out people and send them out to the other countries”’—as though we 
Me not sending our best people. You would not credit that, would 
you 
” Dr. Bennert. Not at all. 

Mrs. Bouron. May I then say that that is not so? 

Dr. Bennerr. You may say with certainty that that is not so. I 
will give you an example. I was in Bolivia, and there I met Dr. Win- 
ters, who is a graduate of Cornell in horticulture. I went with him 
to the experiment station which he is directing. I think in any roster 
of men of science you would find his name, Ph. D. from Cornell with 
distinction. The work which he is carrying on in the Alto Plano is 
one of the finest demonstrations and research projects that I have 
ever seen. At an altitude of between 12,000 and 13,000 feet, he is 
growing alfalfa, Siberian alfalfa. He is growing vetch. I lifted 
up the vetch and saw it there as high as a man’s head. Kentucky 
bluegrass. I saw yellow hop clover, the big variety, growing there on 
the demonstration plots. 

His livestock work is equally good. I would say that Dr. Winters 
would grace any department of agriculture in any land-grant college 
in the United States. 

Mrs. Bouron. You feel that he is a characteristic type? 
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Dr. Bennett. He is illustrative of the fact that we are not sending 
seconds. We are sending the best that we have. 

Mrs. Bouron. Thank you very much, Dr. Bennett. 

Dr. Bennett. I could give you illustrations without number. I 
could tell you about the tomb el representative in Peru who cer- 
tainly has done one of the outstanding jobs in the world. Jack Neale, 
one of the best county agents, practical, competent, all-around agricul- 
tural man, who has transformed agriculture in Peru, and who has the 
confidence of the Government to the nth degree. I could refer you 
to Dr. Gandy, who is in charge of the health program in Chile, one of 
the most competent men that I know in the medical profession any- 
where, and what is said about him could be said about his counterpart 
in Brazil, a graduate of Johns Hopkins. 

He and his wife are both physicians. These people have the mis- 
sionary spirit. They want to go. We are not having applications 
from the old and worn-out and decrepit. As I explained earlier, the 
young people who are _ graduating are going to go. 

Mrs. Boiron. Thank you, sir, very much. 

= Burteson. Thank you, Dr. Bennett. Are there other ques- 
tions 

Mr. Vorys. I have a couple of questions. Do you have anybody 
from Ohio State University ¢ 

Dr. Bennett. Ohio State has a number. We have a number of men 
from Ohio State University, and I was there just about a month ago, 
and spent 2 days there. We had a team—I mean, we have had a 
recruiting team out there. He is helping us with Mr. Holmes. He 
has chosen two men that we have in process of clearance now, who 
are two of the top-flight agents in Ohio. Mr. Holmes, I think, is here. 
He was here. 

Dr. Vorys. There are a couple of men from Ohio State on the com- 
mittee. 

Dr. Bennerr. We had a team from Ohio State. I spent 2 days 
there with the president and his staff. 

Mr. Vorys. I noticed one of the large items among the depart- 
ments is the Federal Security Agency. I wonder what sort of tech- 
nical assistance they furnish. Is it education? 

Dr. Bennett. Education and public health. They come from that 
agency. 

Mr. Vorys. In the Department of State, who is your boss? 

Dr. Bennett. Well, sir, I have never found out yet. Frankly, I 
think that I should clarify that statement. The Secretary of State 
is easily accessible. I see him every week. I meet with the assistant 
secretaries two or three times a week. The cooperation and good will 
which I found there has been most comforting. They have in effect 
given me the freedom of the lodge. I am not tied down, but I am 
working in effect as an independent agent, attached to the Department 
of State and having their full and wholehearted cooperation. I talk 
with the Undersecretary every week and frequently every day, calling 
him about problems that confront me, and I have had his and the 
Secretary’s wholehearted cooperation. I think in that question that 
you would be interested in this: The Secretary of Agriculture, the 
Secretary of the Interior, the Secretary of Commerce, the Admin- 
istrator of the Federal Security Agency, all of them together, includ- 
ing the Librarian of Congress, straight through, have volunteered 
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and are most helpful, and the impact of this great group of people 
and their agencies would make any program in the world successful 
if we just give it a chance. 

They have had the experience and they want to help, and they believe 
in it. The President hkewise has invited me from time to time and 
has kept check on the program, and is personally interested in its 
success. 

Mr. Vorys. Just one more question. You have been asked about 
your views on putting point 4 under ECA. I wonder whether 
you would be willing to take on ECA and administer it‘ 

Dr. Bennert. I think again I had better pass. 

Mr. Burieson (presiding). Are there any other questions? Dr. 
Judd ? 

Mr. Jupp. I agree with you Dr. Bennett, in what you said earlier 
that it would be unwise, for example to use Indian technicians in 
India, or Ethiopian technicians in Ethiopia because it is much bet- 
ter to have those trained men employed by their own governments, 
and putting down their roots in order to stay there. But would 
there be any firm or absolute prohibition against your using a special- 
ist, for example, who happened to be of Indian ancestry but had 
particularly good qualifications in a given field, which were needed 
for 6 months or a year in Libya or South Africa? 

Dr. Benerr. None at all. 

Mr. Jupp. You could, among your 1,200 technicians, hire non- 
Caucasians and non-Americans for particular jobs, could you not? 

Dr. Bennerr. Yes, sir. 

Mr. Jupp. I think that is wise because very frequently in most 
of the areas under consideration, they will accept advice from a per- 
son who is not a white man better than they will from us. I find 
that in China people would say “He knows about white people’s 
diseases, but I am Chinese; probable he doesn’t know what my in- 
sides are like. I don’t know whether a foreigner understands our 
Chinese diseases or not.” 

Dr. Bennerr. I think that point is very well taken and I am 
in accord with it. 

Mr. Jupp. Thank you. 

Mr. Fuiron. What function or functions do you have under the 
FAO? 

Dr. Bennerr. FAO and I work together. It was my privilege to 
be a member of the American delegation when FAO was set up. I 
have been in close contact with it since then. 

Mr. Javirs. You correlate your programs ? 

Dr. Bennerr. We work together. Dr. Dodd and I worked to- 
gether for years before he went with FAO and since he has been 
the Director General. We have the closest accord. In Ethiopia 
by agreement the FAO is handling the veterinary work in the ani- 
mal diseases. All over Africa and all over Asia you have rinder- 
pest. It is not of the violent type. We have to deal with it. They 
set up the laboratory which they directed at Addis Ababa. It is 
well administered. 

Mr. Javirs. You suggest that we continue the support of the FAO 
program under the United Nations as well as the continuation of 
the point IV program which you administer ? 












































pw oY 


we eV 


THE MUTUAL SECURITY PROGRAM 1471 


Dr. Bennett. I would. I would continue the help to these United 
Nations agencies multilaterally and likewise to the Organization of 
American States. I would do that because I think it is good judg- 
ment. 

Mr. Herrer. In that connection, where you have $13,000,000 for 
multilateral agencies, how much did you allocate for FAO? 

Dr. Bennett. This year? 

Mr. Herrer. Yes. 

Dr. Bennerr. $12,000,000 for the United Nations, and $1,000,000 
for the organization of American States, with this proviso: that the 
United Nations raise an additional $8,000,000, which would give them 
$20,000,000 for the multilateral agencies, and that would mean that 
you would double the activity of each of the agencies. You would 
double the activity practically. This percentage will not carry straight 
through. It will practically double the food and agriculture, world 
health, UNESCO. 

Mr. Herrer. You did not make the determination as to how much 
of that money should go to FAO, ILO, and so forth ¢ 

Dr. Bennerr. No, sir, but I sat with them, we discussed it and they 
get 29 pércent—29 percent goes to FAQ, of the $20,000,000. 

Mr. Iuvron. Should that not be done directly by Congress when 
contributions are made? 

Dr. Bennerr. I would have no objection to it. The allocations, 
however, are recommended by the UN Economic and Social Council 
on which the United States is represented. 

Mr. Fuuron. Do you know that on the floor in the last few days 
there was an amendment passed limiting contributions to any interna- 
tional agencies to approximately one-third around 30 percent of the 
total budget ? 

Dr. Bennett. I knew there was such an amendment. But I should 
tell you this: We allocated $12,000,000 with the understanding that it 
be paid when $8,000,000 had been paid in in proportion. Up to date 
we have paid only $8,000,000. 

Mr. F'utron. Would you then have us continue in this bill, indirect 
contributions through your point 4 agency to the United Nations 
agencies 

Dr. Bennett. Yes; I would like to do that, because it will give us 
a better chance to correlate our work, in agriculture, in health, and 
in education and all these multilateral agencies. 

Mr. Fuutron. I believe that you have made a good point, that they 
are excellent customers of ours. In Pennsylvania, there is a saying 
that a man who has bankrupt customers lives in a tumble-down house. 

Mr. Bennett. That is true. We were producing in 1940, 30 percent 
of the manufactured goods of the world. At the end of 3 years from 
the year we are in right now, we will be producing 50 percent of the 
manufactured goods of the world. That is not my figure. But it is 
reliable. There is a possibility of a great productive nation being 
smothered under the wealth of its own production, unless we can have 
outlets. And our little program is going to our friends and teaching 
them how to increase the earning power of each pair of hands. That 
is the only way you can increase the national income. That is the only 
way that you can do it. 

Mr. Bureson (presiding). Dr. Bennett, I assure you on behalf of 
the committee that we have not only enjoyed your informative discus- 
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sion but by your personality and by your statements you have en- 
gendered a great confidence in your work. We have all looked for- 
— to having you here, and I know everyone has thoroughly en- 
joyed it. 
; Mrs. Bourton. You are just a breath of fresh air, Dr. Bennett. 

Dr. Benner. You are very kind. I have one question on the FBI 
investigation which delays us a little. We do not want to do away 
with it. We merely want a slight amendment to the present plan of 
operation. We cannot contract with a man until the FBI imvesti- 
gation has been completed and he is cleared, although he is just as 
good a citizen as any others. 

Mr. Futon. If you have Mr. Hays sponsor an amendment I am 
sure it will go through. 

Dr. Bennett. This is already in the draft bill. It gives us an op- 
portunity to employ, as other agencies of Government have. This 
was just a little slip in this bill which deters us from entering into a 
contract with a man until after the FBI has completed the investi- 
gation and he is certified to us. 

Mrs. Bourton. I understand that that puts you on the same basis 
as the ECA. 

Dr. Bennett. That is all right. That is what we want. 

This is my first appearance before a congressional committee. 

Mr. Smrrn. You are doing all right. 

Dr. Bennett. I want to express my appreciation for the courtesy 
that you have extended tome. I had wondered how it would be. You 
made it so easy and friendly that I want to express my personal 
appreciation. 

r. Barrie. If you do as well after you get to be an expert as you 
did this time, you will be all right. 

Mr. Burteson (presiding). The committee is a little allergic to ex- 
perts. You have disarmed us. 

Mr. Smirn. It is unfortunate that this was not an open session. 

Mr. Burieson (presiding). That occurred to me also during Dr. 
BENNETT?’s testimony. 

The committee will adjourn until 10 o’clock tomorrow morning. 

Whereupon, at 4:43 p. m. the committee adjourned, to reconvene at 
10 a. m., Tuesday, July 31, 1951. 

(The following were submitted for the record :) 


STATEMENTS SUBMITTED BY HENRY G. BENNETT BEFORE THE HOUSE COMMITTEE 
ON ForREIGN AFFAIRS IN SUPPORT OF THE MuTUAL SrEcuRITY PROGRAM 


NEAR EAST AND INDEPENDENT AFRICA 


I am Henry G. Bennett, Administrator of the Technical Cooperation Admin- 
istrator in the Department of State. I am responsible for the administration of 
the technical cooperation or point 4 program which was authorized in the Act 
for International Development (title IV, Public Law 535), enacted by the 
Congress in June 1950. 

In September 1950 the Congress made available appropriations totaling 
$34,500,000 to carry out the purposes of this act. We have used these funds for 
technical cooperation programs in the Near East and Africa, in Asia and in the 
American Republics. The proposal which you now have before you would 
authorize the continuation and expansion of these existing point 4 activities as 
one part of a comprehensive mutual security program. 

I am going to discuss today the present and proposed programs in the Near 
East and north Africa. The region consists of Iran, the near-eastern Arab States 
of Syria, Iraq, Lebanon, Jordan, Egypt, Saudi Arabia, and Yemen, the State of 
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Israel, and the three states of Libya, Ethiopia, and Liberia in northern Africa. 
Later I will be back to talk with you about the programs in southern Asia and 
in the American Republics. I understand that there will be an opportunity at 
the conclusion of your consideration of the American Republics program for me 
to review the multilateral phases of the technical cooperation program—the 
United Nations program of technical assistance and the activities we have au- 
thorized through the organization of American States—and following that an 
opportunity for me to give a general summary of the total point 4 program. At 
that time I would like to tell you about some of the basic principles underlying 
the technical cooperation program. I will briefly outline the plan of adminis- 
tration we are following and the reasons for our doing so and discuss with you 
the great possibilities which, in my opinion, this approach offers in terms of 
building real strength in the underdeveloped countries and strong ties of friend- 
ship with the United States. I am, of course, prepared to go into these general 
matters whenever the committee wishes. 

You have heard Assistant Secretary McGhee describe the tense political situ- 
ation in the Near East and the general objectives and nature of the economic 
program proposed for this region. Admiral Duncan has discussed the military 
and strategic significance of the region. 

I am going to confine myself to a discussion of the economic needs of the region, 
the specific program that was already under way during fiscal year 1951, and 
the program that is planned to meet those needs in fiscal year 1952. 

The proposed program for fiscal year 1952 for this region totals $125 million. 
This includes $50 million as the United States contribution to the United Nations 
program of relief and rehabilitation for Arab refugees, and $75 million for pro- 
grams of economic and technical aid, of which $3.8 million may be administered 
through the UN Technical Assistance Program. A program of this magnitude is 
considered essential, as Mr. McGhee has indicated, because of the urgent need for 
improving economic conditions in the region. 

The fundamental problems in this area, as in all of the less developed countries 
with which we are now cooperating under point 4, is the miserable economic lot 
of the masses of its people. We will not have peace and stability in the Near 
Rast until we help them to increase their food production, to wipe out widespread 
curable disease, reduce illiteracy and give the peasant hope for himself and his 
family. We must help them to meet their urgent economic needs and to realize 
more fully the great potentials that do exist in the area. Not until then will these 
countries be strong allies in the free world nor friendly and prosperous partners 
in the world of trade. 

This sprawling region has an area of 3,318,000 square miles or over 2 billion 
acres. It is occupied by 77 million people. Average annual per capita incomes 
range from $385 for Israel to about $40 in Yemen and Saudi Arabia. In most of 
the area about 90 percent of the people are illiterate. Life expectancy is about 
30 years. The infant mortality rate is about 200 per 1,000 as compared with 32 
per 1,000 in the United States. 

Most of this vast area is desert. Only a very small percentage of the land is 
now under cultivation. Yet about 75 percent of the people depend for their live- 
lihood on agriculture. Farming methods are extremely primitive. Food produc- 
tion is far below its potential and fluctuates widely because of erratic rainfall. 
Hunger is a real problem. It seems obvious therefore that a program of economic 
development must concenrate heavily on agriculture. 

There are vast areas of potentially fertile land and water for irrigation, capa- 
ble of further development. Large tracts in the Tigris and Euphrates area now 
are fallow. They supported much greater populations in ancient times and could 
again be used for farming, the hot climate makes possible two or even three crops 
a year. 

It is estimated that the present cultivable area of Iraq can be at least doubled 
and the part now in use made far more productive by projects for flood control, 
irrigation, drainage, mechanization, and agricultural services. Plans for bring- 
ing this land into use begin with control of the Tigris and Euphrates Rivers. In 
Lebanon the major natural resources is the Litani River. This water, properly 
conserved and utilized, could provide abundant supply of low-cost electric 
power—power to increase pump water for irrigation, power for industrial expan- 
sion and power for towns and villages. In Syria the proper utilization of water 
resources from the Euphrates and other rivers could add 1,450,000 acres of irri- 
gated farmland to the 575,000 which now exist. Ethiopia possesses rich agri- 
cultural resources which could produce meat and garin for export to importing 
countries in the region and to Western Europe. 
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Of equal importance are the improvements in agricultudal production that 
can be stimulated through our present and proposed programs at the grass roots 
level in existing rural areas. 

During the 10 months since funds were appropriated for the Technical Cooper- 
ation program, projects have been initiated in every one of the countries in this 
region except Yemen and Ethidpia. General point 4 agreements have been signed 
with all but Yemen and Syria. Projects totaling $4,031,661 made up the pro- 
gram which had been authorized at the close of fiscal year 1951. One hundred 
and eighteen United States technicians have been authorized in these programs 
and 46 were already on the job in the field. They are from a number of United 
States agencies, illustrating the use of technical resources throughout our Gov- 
ernment in this cooperative program. In addition we have made arrangements 
by conthact with private organizations and firms, to supplement our Govern- 
ment activities. 

These programs in the Near East and independent Africa represent a variety 
of approaches to the basic problems of the area. In Iran we have begun our 
largest single program in the region—an intergrated rural improvement program 
aimed at helping the village population initiate better farming methods, better 
water supplies, and insect control, and schools for primary and vocational educa- 
tion. We believe this program will have a rapid and beneficial effect on the 
welfare and the attitude of several million Iranians. Since this program is 
guite a typical example of the point 4 program which we expect to initiate else- 
where, I wonld like to give you a somewhat more detailed description of this one 
operation. Our program in Iran is aimed at the general improvement of the 
conditions of the rural peopie, who make up 80 percent of Iran’s population of 
17,000,000. Most of the rural population lives in small villages and work on the 
surrounding land. In the fiscal year 1951 we have initiated a rural improve- 
ment program, including activities in agricultudal training and extension, health, 
basic and vocational education. The significant element of the rural improve- 
ment program is this integrated approach to individualerural communities, with 
our teams of technicians working with Iranians to bring about a balanced im- 
provement in these major fields within each village. 

In carrying out this program of rural development, we are using the technical 
resources of the Department of Agriculture, Federal Security Agency, and the 
Department of Labor. We have contracted with the Near East Foundation to 
extend this community development work, since this organization has been sue- 
cessful for years in this kind of work on a smaller scale and is completely 
accepted by the Iranians. We have also contracted the services of three universi- 
ties in Utah which are providing technicians to cooperate in those provided by 
yovernment agencies. This is truly a cooperative program using the technical 
resources and skills from these diverse groups. 

A separate phase of our program in Iran has been the successful program of 
locust control, directed at preventing the destruction of crops rather than in- 
creasing production as in the rural improvement program. The Government of 
Tran, faced with the worst locust plague in 80 years, sent us an emergency appeal 
for help. Within 10 days we had flown from this country to southern Iran a crew 
of 11 spray pilots and mechanics, an outstanding entomologist, 8 small spraying 
planes and a supply of the new insect potson Alarin. The Iranians had them- 
selves organized an effective ground support organization so that operations 
could begin at once. This project, successfully concluded, illlustrates the ability 
of our long-range procram to adjust with great speed to meet emergency situa- 
tions, the resourcefulness of American business firms and the genius of American 
research which made this feat of technical assistance possible. And now Iranian 
pilots are being trained in aerial spraying techniques for future locust control 
work. 

In Lebanon we have a mission studying the possibilities and the means of de- 
veloping the Litani River Basin, that country’s most important underdeveloped 
physical resource. In strategic Libya, as part of the United States bilateral 
program, there has been initiated a joint Libyan-American Technical Assistance 
Service similar to the well-known Services in Latin America, to supplement the 
United Nations program of economic development in that country by providing 
agricultural evtension demonstration and training services. 

In Iraq we have provided an American engineer to the Iraq Development Board 
which will be concerned with an irrigation plan involving flood control on the 
Tigris River and water storage work in the Euphrates Valley for which the 
IBRD has granted a $12,800,000 loan. 
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In Liberia, there has been gradually developed a well-rounded economic pro- 
gram, beginning with the late years of World War II and concentrating on agri- 
culture, health, and education. As part of this balanced program, a research 
program on tropical diseases has been started, a public works program is under 
way with our guidance, and work on aerial photography and mapping is being 
initiated to provide a modern basis for systematic economic development. Here 
as in Latin America, the program of technical cooperation has been in operation 
long enough to begin to see the results. For example, native plantings of im- 
proved cocoa varieties in Liberia are just now maturing and adding their output 
to short world supplies. Vital rubber exports are also being expanded. These 
penefits are accompanied by improved health and nutrition of the rural popu- 
lation in the “bush” areas of the hinterland. 

Our program in Iran illustrates the use we are making of business firms and 
of other private organizations. One other example of the use of a private non- 
profit agency deserves mention. Under contract with the Technical Cooperation 
Administration, the American University of Beirut, for years the leading educa- 
tional institution in the region and the source of much of the trained professional 
personne! in local government and educational circles, is initiating an especially 
designed training program to serve the area in the practical sciences of nursing, 
midwifery, agriculture, and public administration. We expect this program to 
rapidly produce trained native leaders and workers who will be the nucleus of 
an ever-expanding circle of technically competent personnel, enabling these coun- 
tries to progress more rapidly through their own efforts. 

United Nations programs in the Near East and independent countries of north 
Africa are likewise of importance in the total picture. In this area, as in other 
parts of the world, there is coordination between United Nations and United 
States activities. Information is exchanged and consultations are undertaken 
with regard to projects planned in order that maximum use may be made of 
available rescurces and possible overlap or duplication avoided. 

Because of its concern with the settlement of the Palestine problem and the 
establishment of Libya as an independent state, the United Nations has a very 
active interest and a special responsibility in this region. In addition, we believe 
that the United Nations and the participating specialized agencies, through their 
technical assistance activities under the expanded program, are making and 
will continue to make a real contribution to the economic development of the 
entire area and toward the well-being of its peoples. 

The United Nations Relief and Works Agency for Palestine Refugees in the 
Near East has undertaken a major responsibility in the region through its 
program for reintegrating the Arab refugees. Due to the close relationship 
between the refugee reintegration program and economic development, this 
agency is also serving as a focal point for the coordination of all UN technical 
assistance activities in the Near East. 

The UN General Assembly has stressed the need for early action in extending 
technical assistance to Libya. Accordingly, the United Nations and the special- 
ized agencies are collaborating with the UN Commissioner in Libya and the 
administering powers in developing projects in order to insure that priority is 
given to Libya’s most urgent needs. On the basis of compreliensive surveys, 
long-range development programs are already under way. 

In Iran, outside the Arab world, the United Nations has recognized the 
importance of assistance at this time through the inauguration of a number of 
programs. In this country very special efforts for satisfactory coordination 
have been undertaken by United Nations and United States agencies, both at 
headquarters and in the field. 

Technical assistance activities under the United Nations expanded program 
are being undertaken in each of the Near East and independent north African 
countries and this includes all fields of activity of the participating organiza- 
tions. Among the more important projects for the area are those relating to 
agricultural improvement and forestry, water conservation and utilization, in- 
dustrial development, public finance and administration, raising of health and 
nutrition standards, control of communicable diseases, fundamental education, 
vocational and technical training, and modernization of transportation facilities. 
In the first financial period (June 1, 1950, through December 31, 1951), projects 
involving 309 experts and 227 fellowships, will have been initiated or completed, 
at an estimated cost of $2,400,000 to the United Nations and the participating 
specialized agencies. In addition, six regional projects are being negotiated for 
this area, three of which will be undertaken jointly by several of the 
organizations. 
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The proposed program for this new fiscal year will build upon the small be- 
ginning we have made in the Near East during the past few months. 

The primary emphasis in the economic program of $75 million is on improving 
agriculture. More than half of this sum will be devoted to extension, demon- 
stration, training, and equipment to help these countries produce more food and 
fiber. Twenty percent of the program will be used to reduce debilitating dis- 
eases and to improve the health and productive capacity of the workers. Projects 
to increase industrial output, to train more skilled labor, and to stimulate basic 
improvements in transportation, make up a substantial part of the proposed 
program, followed by aid to the development of water resources, vocational edu- 
cation, and government administration, 

We estimate the program for this region will call for the services of 834 
technicians and will enable us to bring 910 persons to the United States or to 
appropriate centers within the area for training. While this number of tech- 
nicians looks large, we have several resources to fall back on. Technicians wil! 
be provided by all the United States departments and agencies participating in 
our program, by land-grant colleges, voluntary agencies and private business, 
and by the United Nations. These men will be backed by all the technical re- 
sources at the disposal of these organizatiens. Technicians from other countries 
will be available under the United Nations. What we are proposing is a coopera 
tive program combining and bringing to bear all available technical skills on 
the economic problem of this region. 

I would like to describe very briefly the types of programs which we have in 
mind for each country. These programs have not, of course, been formally 
agreed upon with other governments as yet. However, they are designed to sup- 
plement the local governments’ high priority programs of economic develop- 
ment, and are related to prospective local investment plans on IBRD loans 
wherever possible. 

The bilateral program proposed for Iran totals $24 million. It is composed of 
one group of projects designed for rapid completion and immediate impact on 
economic and social conditions. These projects are largely concerned with 
transport to permit more adequate internal distribution of goods at reasonable 
cost, more water systems for small towns, and some importation of consumers 
goods to generate local currency for further development work. An expansion 
of the existing rural improvement program, with extension and demonstration 
activities in agriculture and related undertakings in housing, vocational educa- 
tion, sanitation and disease control, constitutes a second group of projects re- 
quiring a longer time for completion, but essential for long-run development. 

The Israel program totals $23.5 million as proposed. It is designed to supply 
Israel with equipment and a limited number of experts for basic developmental! 
projects in agriculture, power and port development which Israel cannot finance 
because of its balance of payments position. 

For the Arab States taken together, a total program of $23.5 million is esti- 
mated to be necessary. The country programs within this group all emphasize 
agricultural improvements. However, the diversity of local problems is reflected 
in the proposed programs to meet these needs. 

Most of the projects proposed for Iraq will serve as a basis for subsequent 
investment development made possible by oil royalties. These initial projects 
include expansion of model villages on newly developed land distributed to small 
landholders, rural health and agricultural programs, improvement of the roads 
and of types adapted to alluvial flood plains, the training of mechanics, survey- 
ing of mineral potentialities in northern Iraq, and contribution to the cost of | 
building a dam on the Euphrates to increase irrigation and to prevent floods. 

The program for the little country of Jordan is aimed at improved methods 
of soil and water use and conservation, expanding the current program of clean- 
ing and repairing the old Roman cisterns still used by the nomadic peoples 
of the area for their water supply. Other projects in addition to agriculture in- 
clude a laboratory for testing soils and plant diseases, promoting the develop- 
ment of light industries, village health and welfare improvement, a transportation 
survey and a small consumers goods program. 

In Lebanon the program includes chiefly agricultural and irrigation projects to 
increase the amount of irrigated land and to expand agricultural production 
on existing cultivated land. Other projects are directed at improving highways 
and reducing trachoma and malaria. 

Syria is a country in which our proposed program aims at increasing both 
the agricultural area and the yields per acre on existing farm land. The pres- 
ently cultivated acreage, which now represents no more than 12 percent of the 
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total area, can be greatly increased. The program includes projects for sub- 
stantial water development as well as agricultural extension activities. There 
is provision for some building materials for dams and canals, as well as for re- 
lated construction needs for roads and housing. There is also a small consumers 
goods program to serve local currency development work. 

The Egyptian program is aimed at improving agricultural production through 
the establishment of an extension service, and by demonstrating improved meth- 
ods of handling and storing food products to prevent widespread losses now 
suffered. Health and welfare ered in the rural villages also occupies an im- 
portant part of the proposed progr: 

The program for Saudi Arabia “s ‘intended to provide technical guidance in 
water development, health improvement, agricultural extension work and gov- 
ernment fiscal management. The country has sufficient financial resources from 
oil royalties to undertake substantial development if these resources are more 
fully utilized. 

Before any significant development work can be undertaken in Yemen, it is 
essential to acquire much more complete information than is now available. The 
program for that reason includes provision only for an economic survey and for 
a small public health program. 

Most of the proposed program for Ethiopia is aimed at the development of this 
country’s agricultural potential which is among the greatest of any of the under- 
developed areas. The remainder of the program includes work in health, mineral 
resources, government administration and basic education, primarily to enable 
the agricultural development to proceed more rapidly. 

The projects proposed for Liberia fire largely extensions of those already in 
progress, and making up the rounded program which has come out of the experi- 
ence of the joint United States-Liberian cooperation and has been formally 
approved as the Liberian plan of economic development. It includes projects in 
agriculture, public health, basic education, transportation, hydroelectric power 
development, and government administration. 

The program of Libya includes a variety of activities essential to this newly 
independent state. The main concentration is in agricultural development, and 
particularly on irrigation, reclamation, water conservation and improved breed- 
ing of sheep, through a system of farm demonstrations and extension. Some 
work is intended in the field of industrial development concentrated primarily on 
the processing of agricultural products such as olive oil, wool and meats. 
Activities are also programed in public health, education, roads, and transpor- 
tation. 

The United Nations and specialized agency programs of technical assistance 
in this entire region are estimated at $3.8 million for 1952. Until the pattern 
of bilateral programs becomes clear, it is only possible to say that such interna- 
national porgrams of technical assistance will extend and supplement those which 
have been described for the current year. 

In conclusion, I would like to repeat that this expanded program for the Near 
East and independent Africa seems the most practical way in which we can 
attack the basic problems of hunger, ignorance, and disease which are at the 
root of much of the present unrest. A grass-roots program such as I have 
described to help each pair of hands and each acre to produce more can do 
enough to assist the peoples of this region improve their lot that it will create a 
new spirit of progress and cooperation with the rest of the free world. 

I will be happy to answer any questions that you may have on our program. 


THE Point 4 ProGRAM IN LATIN AMERICA 


I am Dr. Henry G. Bennett, Administrator of the Technical Cooperation Ad- 
ministration. I am here to support the President's request for $22,000,000 for 
bilateral and multilateral technical cooperation programs in Latin America. 

The request for the technical cooperation programs in Latin America for the 
fiscal year 1952 consists of three items, totaling $22,000,000. 

1. Bighteen million dollars to continue the existing bilateral technical 
cooperation programs, at an expanded rate. 

2. One million dollars as the United States’ contribution to the technical 
assistance program of the Organization of American States. 

3. Three million dollars as the United States contribution to the technical 
assistance program of the United Nations agencies for operations in Latin 
America. 
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These three items are needed in order to carry forward a technical cooperation 
program with those governments of Latin America that need and request our 
help. The entire program is designed to provide the technical skills that the 
Latin-American governments need to improve their basic services. It gets at 
the root of their economic problem, and constitutes the most effective help that 
we can provide. 

The bilateral portion of the proposed program will permit continuation and 
much-needed expansion of existing programs in 19 of the 20 Latin-American 
Republics. 

The United States has a special interest in the other American Republics, 
We are directly concerned and interested in the sound development of their 
economies and in the political stability of their governments. They are our 
immediate neighbors. The friendship, good will, and cooperation of the Latin- 
American peoples and governments are important to our welfare and security. 

Other witnesses have already discussed the importance of Latin America 
to the security of the United States. Military aspects of Western Hemisphere’s 
security have been outlined by General Bolte. Military strength in Latin 
America, as in any area, must rest on a firm foundation of economic productivity 
and political stability. I need not remind you of the close relationship between 
the two. That is why we firmly believe we must further develop our coopera- 
tive efforts to help our friends carry forward their plans for social and economic 
progress. : 

The slightest progress in the economic development of these countries will 
give us stronger friends and allies and at the same time will be translatable 
immediately into greater potential mark®ts for the products of United States 
industry and a greater flow of private investment. 

In spite of substantial progress in economic development our neighbors to 
the south are not as strong a link as they are capable of being in the chain 
of the free world’s defense against Communist aggression. The great masses 
of the people have a low standard of living. Their stake in democracy is small. 
They are readily susceptible to the blandishments of Communist propaganda. 

Statistical data for almost all of the countries are notoriously unreliable, but 
there is good reason to believe that in most of them life expectancy at birth is 
under 35 years. Generally the rate of illiteracy varies from a low of 35 percent 
to a high of 92 percent. Food shortages are chronic in all the countries except 
Argentina and Uruguay, notwithstanding the fact that agriculture is the prin- 
cipal occupation of more than 66 percent of the population. Literally millions 
live their entire life span in the shadow of hunger. Their productive strength 
is undermined by inadequate or unbalanced diets. Although Latin America 
today has a population approximately equal to that of the United States, its 
productive capacity, measured by the sum of the national incomes of all the 
countries, is only about one-tenth. In 10 of the countries the annual per capita 
income is less than $100, and in only four—Argentina, Cuba, Uruguay, and 
Venezuela—is it greater than $200. The problem of improving the basic services 
is fundamental, and its solution is a prerequisite to the effective use of the 
resources now being devoted to economic development by the republics of 
Latin America. 

Other handicaps to economic development grow out of the geography of Latin 
America which provides one of the most difficult environments in the world for 
human development. The altitudes best suited for human habitation have either 
an excessively rugged topography or an exceedingly dry climate. Enormous 
extensions of the Amazon Valley in Brazil, the Orinoco in Columbia and Vene- 
zguela, the Parana in Paraguay, the Beni in Bolivia, and other lowland valleys 
become inland seas during the rainy season of the year, and the potential 
productivity of those lowlands is sharply limited because the soil in most of 
them is thoroughly leached. These areas are infested by malaria, yaws, dy- 
sentary, hookworm, and other tropical diseases at all times. Swarms of insects, 
especially locusts, emerge periodically from the jungles of the Amazon, the 
Parana, the Orinoco, the Beni, and the Coco Rivers of South and Central America 
to devastate the agriculture of surrounding areas. In the highland regions of 
Ecuador, Peru, and Bolivia, millions of people live in the excruciatingly thin 
air of 10,000 to 13.000 feet of aitituce, with a climate so forbidding and soil 
so poor that nowhere else on earth, except perhaps in Tibet, does man have such 
difficult living. 

The total acreage under cultivation in all of Latin America is approximately 
270,000.00) acres, compared to 415,334,000 in the United States, and just about one- 
third of this, or 76,000,000 acres is in Argentina. For the rest of the region the 
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acreage under cultivation totals approximately 155,000,000 acres for a popula- 
tion of about 138,000,000 so that the cultivated acreage per capita is only a 
trifle over 1 acre, compared to 2.6 acres in the United States. ‘ihis, of course, 
does not tell the whole story, for the productivity of agricultural labor and land 
has been estimated to be only approximately one-fifth that of the United States. 
In addition, the almost total lack of modern conservative land-use techniques 
has resulted in destructive agricultural practices that are everywhere bringing 
on accelerated erosion and soil exhaustion. The agricultural base of the emon- 
omy is deteriorating at a time when the demand for food by the rapidly increas- 
ing population, especially of the cities, is becoming ever greater. 

The bilateral programs proposed for fiscal year 1952 will provide for activities 
in the following general fields in approximately the amounts indicated. 


Percent- 


Field Amount tees 


| 

1. Joint Commissions and Economic Surveys $379, 000 21 
2. Agriculture Development_- lebgigaewnee | 7, 363, 000 | 40.9 
3. Education 2, 291, 000 | 12.7 
4, Health and sanitation 4, 50%, 000 | 25.0 
5. Industry and labor._.....---- 444, 000 | 2.5 
6. Transportation and communications _- 702, 000 | 3.9 
7. Mincral resources development ~A 813, 099 | 4.5 
8. Watcr power development. _____-_-._-- a be ept teint 388, 009 | 2.2 
9. Govcrnment administration and services... ._-_- ee 1, 120, 099 6.2 

Ltr cand neice acd dcdiag Mine abtrtiemmadamtons oan elew ee ‘i Soe 18, 000, 009 100. 0 





This budget will permit us to assist the governments of Latin America to 
eliminate some of the handicaps to their economic development. In the first 
place, it will enable us to continue to assist them in developing their experi- 
mental and extension agricultural services and thereby introduce modern scien- 
tific agricultural practices. The modernization of agriculture is required to pro- 
vide the essential balance now lacking in the economies of mest countries. It is 
the first step in increasing agricultural production to eliminate chronic food short- 
ages, and to reduce soil wastage and erosion. In the second place, this budget 
will enable us to continue programs in health and sanitation to develop preventive 
health measures required to combat effectively the malaria, the dysentary, the 
yaws, the hookworm, and other diseases that now sap the productive energy 
of the labor force. It will permit malaria and other disease control work needed 
to open new areas for agricultural development, and will provide assistance in 
developing environmental sanitation, so essential as the first step in health 
improvement. The proposed budget will enable us to continue our cooperation 
in the field of education. This will provide millions with the tools of learning 
required to make them effective producers in a modern industrial civilization, 
and develop vocational instruction for the specialized training of the labor force 
needed by the expanding industries of the different countries. 

Although more than 77 percent of the proposed budget is for the extension of 
technical assistance in the three basic fields of agriculture, health and education, 
nevertheless a proper balance requires that we provide help as needed and re- 
quested in several other fundamental fields. The proposed program, therefore, 
provides assistance in setting up the technical services required for effective ex- 
plorations of mineral resources and the adequate estimate of the potentials of 
hydroelectric and other power. In addition, the program proposed will allow us 
to provide assistance as needed and requested in relation to industrial develop- 
ment and labor training, and the more effective organization of government 
administration. All of these aspects are necessary to provide a rounded program 
of helping our neighbors help themselves, and thereby fulfill their own aspira- 
tions. Such a program will advance our own objective of creating stronger 
neighbors in Latin America by helping them to provide the basic conditions which 
will make it possible for private capital, internal and foreign, to carry forward 
the main job of economic development. 

To provide lasting benefits, that development should be balanced. ‘Too much 
concentration in the development of the extractive raw materials industries 
will result in boom and inflation during periods when the world demand for raw 
materials is high, as during World War II and now, and recession and crisis when 
that demand slackens. In the long run, our interests in trade, and their interest 
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in a high permanent standard of living, are best served by well-balanced pro- 
grams of development. 

The people of Latin America know that with the application of modern 
scientific agricultural and industrial techniques, the productive capacity of their 
lands, their forests, their mines and factories can be increased enormously. 
They have already proven this in countless ways. Wherever modern agricultural 
extension services have been organized, as in Peru and Costa Rica, extraordinary 
increases in agricultural production are achieved. With the conquest of malaria, 
which DDT now makes possible, large areas of potentially rich agricultural land 
in certain of the lowland regions can be brought into settlement and cultivation. 
Iron ore, manganese, and other mineral deposits can be developed. New oil 
fields can be opened up. Indeed, the entire area is susceptible of being trans- 
formed from an area of democratic weakness and potential Communist sub- 
version to one of democratic strength, capable of providing an inner citadel of 
defense should the need ever arise. This can be done if the technological know- 
how needed to increase production is applied effectively and on a much larger 
scale than has been done heretofore. 

The proposed technical assistance program for Latin America has its roots 
in years of experience, for it was here that the point 4 concept was first applied 
in practice. Much of our knowledge of how to export know-how was developed 
here. The grass-roots approach which enables the existing cooperative technical 
assistance programs to reach the people in the small towns, villages, and farms, 
and makes the program theirs, has been developed and perfected here. 

The results achieved by virtually all of our programs of technical cooperation 
in Latin America have been far beyond the most optimistic expectations. In 
many instances they have been spectacular. 

First of all a most interesting administrative device has been developed for the 
extension of technical cooperation—the cooperative service or “servicio” organ- 
ization. Under this arrangement, the government which requests and is granted 
assistance agrees to create a special division in the appropriate ministry, through 
which the cooperative program will be executed. This is the cooperative ser- 
vicio. Normally, the chief of the United States technical mission or field party 
is designated director of the servicio by the local government. He is thereby 
given a dual function. As representative of a United States agency, the chief 
of field party plans the program in cooperation with the minister, and as 
director of the servicio within the ministry, he is given responsibility for executing 
the program planned. The personnel of the servicio is made up of a few United 
States technicians, usually the 4 to 10 members of the United States field party, 
and a much larger number of national technicians. The operational fund of 
the servicio is provided jointly by the two governments. At the present time, 
there are 33 servicios operating in 18 of the Latin-American Republics, 17 in 
health and sanitation, 9 in education, and 7 in food supply. 

A few examples will illustrate other accomplishments. Over a period of 8 
years, the cooperative health and sanitation program in El! Salvador has devel- 
oped a national program of public health and environmental sanitation. It 
selected and trained a group of doctors, in the country itself and in the United 
States, and these trainees formed the nucleus of a professional staff for the 
health department. Gradually each year the ministry has assumed an ever- 
increasing proportion of the cost of the trained personnel, and by 1950 the Depart- 
ment of Public Health in El Salvador was efficiently organized with a full-time 
trained professional staff of eight public health doctors entirely provided for 
within the budget of the Ministry of Health. 

In Peru the cooperative agricultural development program trained a corps of 
extension agents, and organized a national extension service. In the highland 
regions potatoes are the principal crop and the chief staple food of the people. 
For years production has been decreasing because of the existence of soil insects 
and blight. The cooperative agricultural program carried out the research 
necessary to determine the nature of the problem and then proceeded to introduce 
the use of the appropriate insecticides and fungicides to control it. As a result 
of this activity, literally thousands of farmers began to use insecticides. The 
importation of the basic ingredients of insecticides and fungicides increased 
from 1,150 long tons in 1946 to 2,216 in 1949. The effect on the yields was spec- 
tacular in the extreme. The yield increased from about 500 pounds per acre in 
the untreated lands to about 1,600 pounds per acre in the treated lands on the 
average and, through the extension service, literally thousands of acres have 
been treated. 
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A cooperative survey by United States and Brazilian geologists in Brazil 
brought to light large reserves of vitally needed high-grade iron and manganese 
ores in that country. These surveys indicate that there is a deposit of 33,000,000 
tons of ore near the Bolivian border, and 7,000,000 tons north of the Amazon 
River. The average content of these ores is reported to be 45.6 manganese and 
11.1 iron. In addition, 1,310,000,000 metric tons of banded hematitic iron forma- 
tions that have been discovered are expected to average about 55 percent iron 
and 20 percent silica. This is only one example of the results that have been 
obtained from the cooperative mineral resources development program in Brazil. 
Similar results in relation to other metals, e. g., tin in Bolivia, copper in Mexico, 
and nickel in Cuba, have been obtained through the operation of that program. 

The above illustrations together will indicate the extraordinary possibilities 
for increasing production that are inherent in the technical assistance programs. 
The countries of Latin America need and welcome this assistance, and there is 
no clearer evidence of it than the progressive increase in the contribution they 
have been willing to make to the joint program funds of the various programs. 
When the programs started, the bulk of that fund was contributed by the 
United States. Figures on local contributions in fiscal year 1951 are not yet 
available but in 1950 the contributions by the Latin-American governments them- 
selves averaged $3 for every dollar contributed by the United States. 

After 1947, it became necessary because of lack of funds for some of the pro- 
grams to be curtailed. By 1949 the number of ILAA programs had been reduced 
to 24 and those carried on under Public Law 402 had suffered a corresponding 
reduction. In fiscal year 1951, under the act for International Development, it 
was possible to increase the number of servicio type programs to 33, and at the 
same time initiate or continue a total of approximately 70 other projects in 
agricultural research, including rubber development, in mineral and water 
resource development, in labor and industrial training, and in several fields of 
Government administration. These activities have given needed balance to the 
existing program, and have made it more nearly commensurate in terms of type, 
if not in terms of extent, with the economic devyolpment needs of the Latin- 
American countries. 

The United Nations and the specialized agencies are also very active in Latin 
America as is indicated by the large volume of requests received from goy- 
ernments in that area—153 as of June 195l—and the number of agreements 
concluded for the provision of specific technical assistance under the expanded 
program—75 as of June 1951. These activities, supplementing United States 
bilateral assistance, constitute an additional valuable resource in meeting the 
tremendous needs for assistance to raise standards of living and further eco- 
nomic development in this region, one of the world’s major underdeveloped 
areas, 

Comprehensive development programs have been initiated or are being plan- 
ned by the United Nations and the specialized agencies in many Latin-American 
countries. Projects cover an extensive range of activities—industrial and eco- 
nomic development, secial security, public health, education, modernized trans- 
portation. The majority of them, however, relate to agricultural improvement 
since agriculture forms the basis of the Latin-American economy. The agri- 
cultural problems, toward the solution of which these projects are directed, 
include control of insect pests and animal diseases, improvement of techniques, 
storing and marketing of grains, soil conservation and irrigation, investment 
needs of small farmers, and related fields of forestry conservation and utilization, 
and fisheries development. 

Good progress has been made in developing effective methods of coordination 
between the United Nations and United States agencies in the planning and car- 
rying out of projects so that they will complement one another in an effective 
manner. There haye been, in some instances, joint planning and frequent con- 
sultation as well as exchange of information in order to permit the best use of 
existing resources for technical assistance. 

The Organization of American States (OAS) has a primary interest in and 
responsibility for the multilateral technical assistance programs in Latin 
America, It has been determined that the OAS can best serve the Latin-Amer- 
ican Republics by sponsoring regional training projects that will meet immediate 
basic needs of these countries. Accordingly, the OAS has left the field of 
individual country projects open to the United Nations and the bilateral pro- 
grams with which it coordinates closely. The United Nations and the special- 
ized agencies, however, are also undertaking several regional projects which 
are in turn coordinated with those of the OAS. 
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In summary let me say that the program proposed for fiscal year 1952 provides 
for the continuation of the activities already under way in fiscal year 1951, and 
permits the expansion of those which are especially essential in relation to our 
own raw-materials program. In fiscal year 1951 the amount spent for bilateral 
technical assistance in Latin America was approximately $11,300,000. The 
budget proposed for fiscal year 1952 involves an expansion of $6.7 million over 
this amount. 

More than $5,000,000 of the proposed expansion will be absorbed by a single 
phase of the program—that of agricultural development. The reason for this is 
that at the present time, as indicated earlier in this statement, the shortage of 
food creates a deficiency that weakens the entire economic effort of Latin America. 
The rest of the increase requested will make jt possible to continue, on an annual 
basis, the programs initiated in other fields. Among these are health and sani- 
tation, education, mineral- and water-resources development, industry and labor, 
government administration, and the planning work of the joint commissions 
authorized by the Act for International Development. 

The program of technical assistance for which this appropriation is being 
requested is needed and welcomed by the Latin-American Republics. It is in 
the interest of the United States to provide this assistance, not only because of 
our dependence on Latin America for strategic raw materials, and for a valuable 
market for the products of our industry, but also because it represents the effec- 
tive application of the good-neighbor policy and of the concept of the point 4 
program. It demonstrates constructive democratic leadership at a time when we 
greatly need the confidence of our friends. 


JEWISH WAR VETERANS OF THE UNITED STATES OF AMERICA, 
Washington, D. C., July 30, 1951, 
Hon, JAmMes P. RiIcHArps, 
Chairman, House Foreign Affairs Committee, 
The Capitol, Washington, D. C. 

DEAR CONGRESSMAN RiIcHARDS: In view of the long list of witnesses which have 
kept your committee busy night and day on hearings on the mutual security 
program, I should greatly appreciate it if you will include the attached statement 
in your hearings record so that the views of the Jewish War Veterans of the 
United States of America may have the consideration of your committee and of 
the House as a whole. 

With all good wishes, 

Cordially yours, 
BERNARD WEITZER, 
National Legislative Director. 


STATEMENT BY BERNARD WEITZER, NATIONAL LEGISLATIVE DirEeCToR, JEWISH WAR 
VETERANS OF THE UNITED STATES OF AMERICA 


It is a privilege, greatly appreciated, to present the views of the Jewish War 
Veterans of the United States of America on the Mutual Security Program 
which you are considering. This program, as outlined in the President's com- 
munication to the Congress, is whoily in accord with the stand taken by our 
organization on many occasions in the past. 

We have supported from the start the European Recovery Program, the North 
Atlantic Pact, the Mutual Defense Assistance Program, and the Point 4 Program, 

The results already achieved through these programs justify going ahead to 
the full extent with the Mutual Security Program proposed by the President. At 
the meeting of the national executive committee, Jewish War Veterans of the 
United States of America, held in Boston, July 7, 1951, the following resolution 
was passed unanimously : 

Whereas the Jewish War Veterans of the United States of America has con- 
sistently endorsed and supported our Government's efforts to bolster the military 
and economic security of those countries who stand with the United States in 
defense of freedom and democracy and, 

Whereas there is now pending before the Congress a measure seeking an appro- 
priation of $8% milliion to provide the material assistance required to give full 
implementation to the Mutual Security Program; now therefore be it 

Resolved that the Jewish War Veterans of the United States of America urge 
upon the Congress of the United States the early adoption of the proposed legis- 
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lation in order that our country’s friends in the community of free nations may 
be buttressed in the common effort of the free world to defend itself against any 
possibility of Communist aggression. 

Prior to our national executive committee meeting, the question had been 
earefully studied by our organization’s foreign affairs committee. Members of 
the national executive committee who had come from all parts of the country, 
emphasized that our only real hope of deterring war and assuring our strength 
to win should war come, lay in a mighty preparedness effort at home and in 
economic and military aid to those countries whom we can count upon to join 
with us in defending the free world) It was pointed out, repeatedly, that our 
foreign-economic-aid programs have been the decisive factor in saving Europe 
from being overwhelmed by Communist infiltration. Confidence and the will to 
survive have replaced despair. Production has increased and the economy of 
these nations has improved remarkably, as a consequence of the efforts made 
by the peoples of those countries—efforts which were stimulated and made pos- 
sible by our encouragement and by our material aid. Much, of course, still 
remains to be done and the continuance of our economic aid is still very essential. 

What has happened on the economic front gives promise of what will happen 
on the military front. The response to General Eisenhower's efforts justifies the 
amounts requested for military aid. The full amount is essential if General 
Eisenhower is to accomplish his mission The free countries of the world vut- 
side of the United States and particularly the countries of Europe, have not yet 
rebuilt their production to the point where they can draw out of their own 
facilities, all that is needed for adequate military defense. The United States 
can tip the scales with the aid proposed in the Mutual Security Program. 

Outside of Europe, from many of the underdeveloped countries of the world, 
come the materials which are essential to our production and to the production 
of our friends in the free world. 

We serve a double purpose when we give technical or financial assistance to 
these underdeveloped countries. When we increase their productivity, we create 
a situation which makes it more difficult for the Kremlin to promote its doctrines 
which flourish where need and misery abound. Furthermore, with such increased 
productivity, we have a ready source of supply for those raw materials which we 
need to carry on our preparedness program to the fullest extent. In other words, 
our own defense is served by the use of the funds proposed in the Mutual Security 
Program in these underdeveloped countries just as surely as the funds and 
military matériel made available to our partners in Europe aid our defense. 

The will and the capacity to fight for freedom can be developed to the highest 
degree only where there is a strong economy to produce, at least, the minimum 
living needs for the people and the supplies required for the Armed Forces. 
That is why the economic aid and the military aid must go together. A shortage 
in either form of aid will certainly be damaging to our effort. 

The world situation is critical. It will continue critical until the defenses of 
the free world are adequate to deter Communist aggression in any form. The 
Mutual Security Program is a key step forward in our own defense and on behalf 
of the Jewish War Veterans of the United States of America, I respectfully urge 
that what we have to defend is too precious for dilatory action or for any penny 
pinching in the authorization of the funds requested. 





Untrep Wortp Freperaists, INnc., 
Washington, D. C., July 31, 1951. 
The Honoras_e JAMES P. RICHARDS, : 
Chairman, Committee on Foreign Affairs, House of Representatives, 
Washington, D. C. 

Deak Mr. CHAIRMAN: I am very sorry that circumstances prevented my coming 
to Washington on the day and hour which the clerk of the committee advised me 
would be available for my testimony on the Mutual Security proposal. 

However, he was good enough to advise me that I might mail a statement to you 
for inclusion in the record, and I am therefore enclosing it herewith. 

Sincerely yours, 
Cass CANFIELD, Vice President. 








1484 THE MUTUAL SECURITY PROGRAM 


STATEMENT oF Cass CANFIELD, VICE PRESIDENT, UNITED Worup FeEpERALIstTs, INc. 


My name is Cass Canfield. My address is 49 East Thirty-third Street, New 
York, N. Y. I am a vice president and a member of the executive council of 
United World Federalists, Inc., an organization devoted to supporting and 
strengthening the United Nations. I am also chairman of the board of the 
publishing house of Harper & Bros., New York. 

I am appearing before your committee today to testify in support of one feature 
of the mutual security proposals which are before you—the program of economic 
aid to underdeveloped areas, commonly known as point 4. 

There is tremendous support for this program all over the country. As a 
publisher I come in frequent contact with the thinking of the American people, 
and I can assure you that in the whole field of American foreign policy no subject 
excites the imagination as greatly as this does, and no subject is quite as popular 
with the reading public or the lecture-attending public. People see in this bold, 
new program a truly great approach which makes clear to the world America’s 
peaceful and benevolent intentions and at the same time demonstrates dramati- 
cally those productive and technological skills which make us a great and 
formidable power. . 

For these reasons, I am a little dismayed that in the present bill the point 4 
features are not clearly labeled as such, but are scattered throughout the bill in 
various places. The program which is carried on by the Technical Cooperation 
Administration in the State Department in cooperation with the other depart- 
ments of the Government, is certainly point 4. And so also is a good deal of 
the ECA program in southeast Asia and its program in the dependent overseas 
territories of Africa. According to the report of the International Development 
Advisory Board, all of these activities together accounted for the expenditure 
of nearly $300 million during the fiscal year which has just ended. ECA pro- 
grams in the underdeveloped areas differ somewhat from TCA work in that ECA 
supplies some capital grants and materials as well as technicians. But these are 
all point 4 in the broadest sense. The excellent work which is done by the 
Institute for Inter-American Affairs is also point 4, as we use the word, and 
it has been carried on most successfully for many years. It is now under the 
supervision of TCA. 

All of these point 4 programs have proven themselves. Dollar for dollar they 
have been the very best bargain that the United States could ever obtain. The 
few dollars we spend for technicians who show people how to increase their 
own wheat crop, might cost no more than one shipload of wheat, yet this invest- 
ment returns dividends year after year. It not only frees the United States 
of the need to make contributions which it might otherwise make—it earns for 
us the lasting good will of the people to whom we have given the best kind of 
help, the help which enables them to help themselves. And it helps to make 
them strong in a very real sense; strong in materials, strong in health and strong 
in self-respect, so that they are the more effective allies in peace or in war. 

There is still another avenue of point 4 work which we feel is most useful. 
That is the technical assistance which is made possible through grants to the 
United Nations and its specialized agencies. The skills which are so desperately 
needed in underdeveloped areas are not the very highly trained aptitudes of 
Detroit, but are rather simple carpentry, farming, and manufacturing methods 
which abound in many countries. We do not have to use our own valuable man- 
power to teach these skills. The use of a simple plow can be taught to an 
Indian by an Italian as well as by an American. And when we make these gifts 
through the United Nations, we are making not one friend, but many. We are 
bringing together nationals of many countries in a joint venture which will 
cement the bonds of all of our countries. We are avoiding the accusation of 
seeking to dominate the world. And above all, we are helping the United Na- 
tions to grow into the strong, important and useful agency for world law that 
we al] want it to become. 

I hope that when the present bill is disposed of, this Congress will have time 
and opportunity to return to the point 4 proposal and to discuss it again in the 
light of the report, Partners in Progress, by the International Development Ad- 
visory Board. I refer particularly to the proposals for an International De- 
velopment Authority and an _ International Finance Corporation, both 
of which would be related to the International Bank for Reconstruction and 
Development, which is a UN agency. These are long-range programs, and the 
basic legislation for them must be started now if it is to bear fruit wirhin the 
next few years. 
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I would like to point out also that in addition to the scientific and profes- 
sional personnel which the point 4 programs are now using overseas, the technical 
assistance work could be well augmented by working farmers, shop and mill 
workers, and by other typical United States citizens. These people could partici- 
pate actively in the community life in other nations and teach the magnificent 
skills that have made possible the high living standards which we have in the 
United States. 

I have not testified on the other portions of the bill, because ours is a limited- 
purpose organization. I would like to say in passing, however, that in the present 
unsettled international scene, the United States has no choice but to build strong 
defenses and to aid in building the defenses, economically and militarily, of the 
entire free world. We feel, however, that at the same time that we build our 
armaments, we should present to the entire world a proposal for what President 
Truman has called foolproof universal disarmament under world law. We 
must confer upon the UN additional powers which are carefully limited and de- 
fined but which are adequate to prevent aggression and maintain peace. 

I say that we should urge this at the present time’for several reasons. First, 
even if these proposals are not accepted, the fact of making them in all sincerity 
will demonstrate to the entire world that the United States is truly a peace 
power and the United States is interested in abolishing war. It will be of 
tremendous value to us in winning the confidence and support of people every- 
where. It will provide substance to the message of the Voice of America and 
greatly heighten its effectiveness. The United States has during the last 5 
years, carried on a benevolent and altruistic program of foreign aid which is 
without rival in history. We have labored constantly for peace, and yet the 
Russians have succeeded in many parts of the world in convincing people that 
our intentions are warlike. It is urgently important that we make the world 
realize that the United States, while building strength, is seeking peace and is 
planning foundations upon which permanent peace can be built. 

I also urge this course because bills like the one we are discussing today, in- 
volving the authorization of billions of dollars in expenditures, make it plain 
that until some method of permanent world peace is devised, the citizens of this 
country, and indeed the citizens of every country in the world, will have to make 
tremendous sacrifices. The high American living standard which we now enjoy 
eannot indefinitely continue if larger and larger portions of our income must 
go to the tax collector. And yet until a really fool proof UN peace plan is 
adopted, we cannot afford to drop our guard for a single instant. This is a 
tremendous dilemma to which I hope the members of this committee will devote 
their early attention. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., August 1, 1951. 
Hon. James P. RicHARDs, 
Chairman, Foreign Affairs Committee, House of Representatives, 
Washington, D. C. 
My Dear Mr. CHAIRMAN: In accordance with our understanding, I am sub- 
mitting herewith a statement on the organizational arrangements proposed by the 
President for the administration of the Mutual Security Program. 


Sincerely yours, 
F. J. Lawton, Director. 


STATEMENT OF FREDERICK J. LAWTON, DIRECTOR OF THE BUREAU OF THE BUDGET 


In the course of committee hearings on the Mutual Security Program, there 
has been considerable discussion of the President’s proposal for administering 
that program. Representatives of the various departments and agencies have 
dealt with the questions of substance and policy. This statement explains the 
proposed organization for administering the program, which has been fully 
discussed with the President. 

The principal features of the President's proposal involve: 

(1) The continued utilization of the Economic Cooperation Administration 
for the conduct of foreign assistance programs, and with that end in view, the 
President has requested that the life of the Economic Cooperation Administration 
be extended ; 

(2) The continued utilization of the Department of Defense for the conduct 
of military assistance programs; and 
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(3) Continuation of the role of the Secretary of State as the official who, 
under the President, provides the foreign policy leadership and guidance for 
the program. 

The Mutual Security Program is not a new program. It encompasses economic 
assistance, military assistance, and aid to underdeveloped areas. All of these 
activities have been authorized by the Congress and reflect the established policy 
of the United States Government. So, too, the organization for administering 
these programs does not represent something novel and unique, but is rather a 
structure worked out and tested over the past several years. 

The Mutual Security Program is the tangible evidence of the determination 
of this country to assist the other nations of this world to counter threats to 
their freedom and their lives. It is impossible to conceive of this program as 
solely economic, or military, or political. If it is limited to just one of these 
elements, it will not reach the goal which the American people have set for 
themselves to help those other nations to contain and repel Communist aggres- 
sion. To do that, we must weld all of the elements of this program into a single 
instrument. i 

The needs for this coordination are very real and specific. A goodly share 
of our economic aid is designed to increase military production to meet military 
requirements. Military assistance is to be provided only where the recipient 
countries cannot meet requirements, even with economic aid. Moreover, our 
assistance programs must be coordinated for maximum effectiveness with all 
of our other foreign policy and program objectives. Since the Secretary of State 
is the official under the President whom the Congress and the people hold 
accountable for the conduct of our foreign relations, he must play the leading 
role in the administration of this program. 


1. How the program will be managed 

The economic assistance part of the program has two major purposes. First, 
it is designed to help allied countries, particularly those in Europe, to increase 
their military production and to expand their military forces. Second, it is 
directed to areas where substantial immediate efforts are needed to combat 
economic conditions which are being exploited or are vulnerable to exploitation 
by the Communists. These activities require substantially the same kind of 
organization as the Economie Cooperation Administration has developed during 
the past several years. Only in Europe will the ECA need to make substantial 
changes in its methods of operation and consequently organization and personnel. 
Those administrative adjustments are already being made. 

Because we are dealing with a going program, because the ECA has the skill 
and resources necessary to continue to do the job well, the President has recom- 
mended that the life of the ECA be extended. 

The military assistance part of the program, involving military planning, 
provision of military end items, and military training will continue, under the 
President’s proposal, to be administered by the Department of Defense. Nobody, 
to my knowledge, quarrels with the proposition that the military are best equipped 
to plan military strategy and tactics, to procure and supply military goods, 
to follow up on the use of military equipment, and to provide military training. 

Technical assistance under the Act for International Development will, under 
the President's program, continue to be administered in the Department of State. 
The Act for International Development is a part of the long-term foreign policy 
of the United States. It is not concerned with emergency economic assistance. 
It is primarily designed to help the peoples of other countries achieve the 
advances and benefits which we have achieved in the United States in such vital 
fields as agriculture and public health. The essential differences between the 
operations under this program and those proposed for administration by the 
ECA should not be obscured by the fact that authorizing legislation for both 
types of programs is sought in the same bill. 


2. The job of central coordination 

Achieving consistency in these highly complex activities will call for central 
coordination of the highest order. Under the proposed organization, the Secre- 
tary of State, under the direction and control of the President, provides execu- 
tive-branch leadership in formulating the over-all policy of mutual security 
in cooperation with other countries. The military strategy is worked out in 
cooperation with other countries in the North Atlantic Treaty Organization by 
the Department of Defense with guidance from the Department of State on 
political issues. Military and economic assistance are then provided to imple- 
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ment the agreements on political and political and military strategy. The De- 
partment of Defense has clear-cut responsibility for formulating the military- 
assistance program and for administering it. The ECA has a parallel assignment 
for the economic-assistance program. The Secretary of State provides foreign- 
policy guidance and coordination. He does this, primarily, by reviewing the 
programs of the operating agencies to assure their coordination with each other 
and their maximum contribution to our world-wide security interests. 

Except for its programs under the Act for International Development, the 
Department of State is not a participant in day-to-day administration of econ- 
omie or military assistance. Those operating jobs belong to the Department of 
Defense and the ECA. The responsibilities of the Department of State are 
centered on policy and program leadership on behalf of the President. 

The line of responsibility runs from the President through the Secretary of 
State for foreign policy and program guidance, to the Secretary of Defense and 
the Economie Cooperation Administrator for program formulation and opera- 
tions. The Secretary of State, in exercising policy and program leadership, will 
allocate funds on a program basis to the operating agencies. Allocation of 
funds by the Secretary of State is the established practice under the Mutual 
Defense Assistance Act of 1949. 

In making allocations, the Secretary of State relies upon the advice of the 
International Security Affairs Committee. This interagency committee with 
membership from State, Defense, ECA, and Treasury is not the governing body 
for the Mutual Security Program. It is designed to facilitate coordination on 
behalf of the agency heads. The committee gives continuing attention to inter- 
agency problems of policy and program. 

Should the Secretary of Defense or the Economic Cooperation Administrator 
disagree with the Secretary of State on any matter of policy or program or 
funds, an appeal can be taken to the President. Quite appropriately, basic 
responsibility and appropriations go to the President, who is accountable to the 
Congress and the people for the administartion of our foreign policy for inter- 
national security. 

38. United States organization in NATO and overseas 

This same pattern is found in executive branch organization for participation 
in the regional security arrangements of the North Atlantic Treaty. The Secre- 
tary of State is the senior representative of this Government on the North 
Atlantic Treaty Council. Ambassador Spofford sits as Chairman of the North 
Atlantic Treaty Council of Deputies, which is the continuous working body of 
the Council. Ambassador Spofford represents the President and reecives his 
instructions through the Secretary of State. 

The ECA special representative in Europe represents the United States on 
the Finance and Economic Board of the North Atlantic Treaty Orgnization. 
Representatives of the Department of Defense represent the United States on the 
Military Committee and the Defense Production Board of the North Atlantic 
Treaty Organization. Here again, there are clear lines of authority and account- 
ability running from the President to these regional representatives through 
their respective agency heads. 

Within each individual country where economic and military assistance is 
being provided, the United States Ambassador provides policy and program 
leadership and foreign-policy guidance to the ECA mission chief and the Defense 
representative. Within this organization there is a right of appeal all the 
way up the line to the President. 


4. The weight of experience 

The proposed organization, with the Secretary of State providing leadership 
and coordination and the Secretary of Defense and the BCA Administrator 
responsible for formulation and execution ef programs, is essentially like the 
organization established under the Mutual Defense Assistance Act of 1949. That 
act likewise involved both military and supporting economic assistance. The 
House Committee on Foreign Affairs, in reporting favorably on the bill, endorsed 
the organizational arrangements developed by the administration by which the 
Secretary of State was given primary responsibility and authority, with opera- 
tions assigned to the Department of Defense and the ECA (H. Rept. 1265, pt. 2, 
Sist Cong., Ist sess.). The Senate Committees on Foreign Relations and the 
Armed Services, in a joint report on the act, declared that: 

“In view of the nature of the program, the committees feel that it is logical 
that the primary responsibility and authority for direction of the foreign mil- 








1488 THE MUTUAL SECURITY PROGRAM 


itary-assistance program be lodged in the President and under him the Secretary 
of State” (S. Rept. 1068, Sist Cong., Ist. sess.). 

The committees then went on to endorse operating assignments to the Depart- 
ment of Defense and the ECA. Thus, the administrative arrangements pro- 
posed for the Mutual Security Program have already been endorsed by the prin- 
~- a committees in their review of the Mutual Defense Assistance 

ct 0 b 


5. Undesirable alternatives 


You have heard a number of witnesses propose organizational arrangements 
for this program differing in various aspects from the arrangements proposed 
by the President. It seems to me that these run counter to the weight of experi- 
ence. One such proposal would involve the creation of a new super agency to 
administer the entire program, including control of the funds for military assist- 
ance. Another would involve concentrating in the foreign economic assistance 
agency a large group of activities which are unrelated or only slightly related to 
the Mutual Security Program. Both of these proposals must be seriously 
questioned. 

The radical proposal to disregard entirely existing organization and establish 
a super agency to administer the entire program would split responsibility for 
our foreign policy down the middle and diffuse responsibility for our military 
policy. The heart of our foreign and military policy is involved in this program. 

When anything goes wrong in our relations with a foreign country, the Secre- 
tary of State is held responsible. This is inevitable and proper. So long as 
the Secretary of State must be, and inevitably is, held responsible, he must be in 
position to conduct our relations with such countries. 

It would be a mistake to draw any parallel to the European recovery program 
in support of establishing a super agency. The ERP involved no military aid. 
It involved no basic negotiations with the recipient countries by the ECA—for 
the program was approved by the Congress on the basis of a proposal put forward 
by the recipient countries after extensive negotiations conducted by the Depart- 
ment of State. Only then was the ECA brought into existence to carry out the 
program, 

Some will argue the benefits of a super agency out of impatience with the 
delays arising from interagency coordination. It would be a rash individual 
who would, for example, move ahead in a matter affecting European defense 
without Defense Department participation. 

A super agency cannot ignore the views of Defense on military matters, or 
the views of the State Department on foreign policy. A super agency could 
not operate the military portion of the program ; that would have to be done by 
the Defense Department. Coordination is inevitable. If the President himself 
devoted all his time to this porgram and made all the decisions, he would still 
wish to take a full measure of time in evaluating and reconciling the views of 
the major interested agencies. We are dealing with complex problems of policy 
and program and not with a simple operating program. : 

Various recent reports have proposed that there be concentrated in the foreign 
economic assistance agency a variety of other economic activities. The “Gordon 
Gray” report recommended a new agency in which would be placed various foreign 
economic activities. Similarly, the “Rockefeller Board” report recommended 
the creation of a new foreign economic agency in which various foreign economic 
activities would be centered. More recently, the Brookings Report to the Bureau 
of the Budget proposes the transfer of various foreign economic activities to 
the ECA. 

Before discussing the merits of these proposals for centering foreign economic 
activities, I should like to point out that of the three reports, only the Brookings 
report was concerned specifically with the organization of our overseas pro- 
grams. The Gray report dealt primarily with foreign economic policy. It made 
no special study or analysis of organization problems. The Rockefeller report 
was primarily concerned with policy in only one area of foreign economic activ- 
ity, namely, assistance to underdeveloped areas. 

I might also add that these various proposals on foreign economic organiza- 
tion cover a much larger legislative compass than is treated in the program 
presently before the committee. These proposals cover a wide range of statutes 
dealing with the national stockpile, foreign loans, export control, defense pro- 
duction, and other subjects. In order to legislate the kind of organization pro- 
posed by these various studies, it would be necessary to amend these various 
statutes. 
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A number of arguments have been advanced before this committee for pulling 
together foreign economic activities. Because those arguments concentrate upon 
foreign policy and program, other national policies and programs tend to fade 
into the batkground. Given this special focus, the conclusion that foreign eco- 
nomic activities of the Government should be grouped together is almost inevita- 
ble. On the other hand, if we view these functions in the broader perspective of 
their total governmental setting, we arrive at entirely different organizational 
conclusions, 

Export control, for example, is in large part directed toward withholding goods 
and services to keep them from reaching potential enemy territory. The policy 
of export control will often clash with the policy of foreign assistance and cannot 
be subordinate to the latter. The foreign assistance agency should not make 
the determination as to allocations between competing domestic and foreign 
demands. Thus, there are compelling arguments against placing export control 
authority in a foreign economic agency. 

Another program proposed for inclusion in a foreign economic agency is the 
overseas procurement and development of strategie and critical materials. Given 
the urgency and high priority of acquiring those materials, there is a real ad- 
vantage in tying together both demestic and foreign operations to that end 
rather than bringing together related foreign activities. In this way, we can 
also maintain proper balance between the vigorous procurement of United 
States mobilization requirements from foreign countries and the economic wel- 
fare of those countries. 

Indeed, the President has found the need of getting maximum emphasis on 
our mobilization supply program so great that, acting under the authority of 
the newly extended Defense Production Act, he is establishing a Defense Ma- 
terials Procurement Agency to procure and increase the supply of scarce and 
critical materials both at home and abroad. 

Still another activity proposed for a foreign economic agency is the point 4 
program for assistance to underdeveloped areas. It is true that the ECA is 
engaged in economic and technical assistance, including technical assistance to 
underdeveloped areas. But the ECA has been primarily concerned with emer- 
gency economic assistance programs of a larger scale than those carried on 
under the Act for International Development. The ECA has consistently and 
deliberately been assigned emergency programs. The Act for International De- 
velopment is a part of our long-term foreign policy. It is not an emergency 
program involving operations on a scale which would warrant the establish- 
ment of ECA country missions. It should be part and parcel of the tools we 
bring to bear through our State Department in establishing sound and healthy 
trade relations in the world on a long-term basis. 

There is no actual duplication between the ECA country missicns and those 
of the Technical Cooperation Administration of the Department of State. Only 
one agency will provide economic assistance in any one country. The ECA will 
operate where there is a large-scale economic assistance program. The limita- 
tion of ECA to emergency programs and the continuation of this longer-term 
program in the State Department has very distinct advantages in terms of the 
continuity and coordination of our basic long-range foreign operations. 

Aside from the organizational issues involved, it has been suggested that the 
ECA should be terminated to symbolize the fact that the job for which it was 
created is largely ended and for various other reasons. Whatever agency is 
assigned economic assistance, it will have to take over the operations, skills, 
and resources of the ECA. If a change is proposed which would require the 
various complicated administrative adjustments attached to closing out one 
agency and creating a new one, I would say that the administrative headaches 
and operating difficulties attached thereto argue compellingly against such a 
move, On the other hand, an approach involving the conversion of the ECA 
into a successor agency in a manner which will cause no impairment of employee 
morale, maintain continuity of operations, and permit an easy administrative 
transition, could not be seriously opposed. 


6. The central issues 


The President has proposed an organizational pattern tried and tested by 
experience, and which has been endorsed by congressional committees. It 
recognizes the essential unity of our foreign policy and programs. It keeps 
authority and responsibility well defined and moving in harness. It recognizes 
that the Secretary of State, apart from this legislation, is a key figure in our 
relations with the rest of the world. It will enable the Department of State to 





1490 THE MUTUAL SECURITY PROGRAM 





continue to provide leadership and coordination in administration of foreign 
affairs, with due regard for the responsibilities of the Department of Defense. 
It makes good and proper use of the organization of an experience of one of 
the most successful agencies created in recent times, the Economic Cooperation 
Administration. It retains ultimate control and direction of foreign policy ad- 
ministration where they were placed by the Constitution—in the President. 

Any radical pulling apart and reshufiling of existing organization must cost 
money and temporarily but severely jolt smooth and effective operations. Un- 
less real counterbalancing gains can be demonstrated—and I cannot see them— 
then we pay a price in dollars and time and efficiency. 

I cannot close without stressing the urgency of the administrative choice 
which confronts the Congress. This is far more than a decision about lines 
and boxes on a chart. It will determine whether we may continue to benefit 
from nearly two centuries of experience with American foreign policy administra- 
tion. It will determine whether we are to lend credence to the image which our 
enemies abroad try to foist on the world, an image of a country whose foreign 
relations are unstable and unreliable. The task of building an American foreign 
policy administration consistent with sound management, with the tremendous 
work to be done, and with our system of checks and balances is a difficult and 
never-ending one. It can best be furthered by adopting the President’s proposals. 


DEPARTMENT OF STATE, 
Washington, D. C., July 81, 1951. 
The Honorable JAMES P. RICHARDS, 
Chairman, Committee on Foreign Affairs, 
House of Representatives. 

My Dear Mr. Ricnarps: As a result of the developments in the course of the 
hearings and of further information received since the mutual security program 
was first submitted to your committee, a number of relatively minor changes in 
the proposed legislation appear to be desirable. These proposed changes have 
the concurrence of the same departments of the Government which approved 
the original draft legislation. 

1. Section 303 (a) is proposed to be amended to read as follows: 

“Sec. 3038. (a) In order to provide for the United States contribution to the 
United Nations Korean Reconstruction Agency, established by the resolution of 
the General Assembly of the United Nations of December 1, 1950, there are hereby 
authorized to be appropriated to the President not to exceed $112,500,000. In 
addition, unobligated balances of the appropriations heretofore made, and avail- 
able during the fiscal year 1951, for assistance to Korea under authority of the 
Far Eastern Economic Assistance Act of 1950, as amended (22 U. S. C. 1551, 
1552, 1548), are hereby authorized to be continued available through June 30, 
1952, and to be consolidated with the appropriation authorized by this section. 
The President is authorized to make contributions to the United Nations, out of 
funds made available hereunder, in amounts not exceeding in the aggregate 
$162,500.000 for the United States contributions to the United Nations Korean 
Reconstruction Agency.” 

The purpose of the change is to place a ceiling of $162,500,000 on the amount 
of contributions that may be made available to UNRRA. Section 308 (a) in its 
present form would permit contributions to exceed that sum to the extent that 
unobligated balances of existing appropriations exceed $50,000,000. It will be 
recalled that Mr. Cabot was asked about this matter, and testified that such a 
ceiling would be entirely acceptable. 

2. In section 303 (b) (line 21, p. 8 of S. 1762) the words “in Korea” should 
be eliminated. In its present form, the title of the command is incorrectly 
described as “The United Nations Unified Command in Korea.” Actually, the 
United States Government speaks as the unified command. 

3. The following changes are proposed for section 503: 

(a) It is suggested that the first sentence be amended to read as follows: 

“Funds made available for carrying out the provisions of title I of this Act 
shall be available (1) for the administrative expenses for carrying out the 
purposes of all of the titles of this Act, including expenses incident to United 
States participation in international security organizations and expenses of 
domestic programs under the Act for International Development, and (2) for 
promoting, pursuant to the authority contained in the Economic Cooperation 
Act of 1948, as amended, in areas covered by this Act, the increased production 
of materials in which the United States is deficient.” 
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The purpose of this addition is to permit the use of title I funds for strategic- 
materials development. The need for this stems from the nature of the budget 
presentation of the Mutual Security Program. ECA, in its presentation to 
the Bureau, included a sum of about $55,000,000 for strategic materials develop- 
ment in its title I request. The idea was to use this $55,000,000-.in the title III 
area as well as in the dependent areas of the title 1 countries. Apparently no 
thought was given at the time of the presentation to the statutory restriction 
on the use of title I funds until after the budget presentation to Congress was 
frozen by the Bureau, so all the funds for strategic-materials development in all 
areas is in the title I authorization. Authority to use these funds in other areas 
than the title I area is therefore necessary if the funds are to be used as planned 
and budgeted. There is no thought by this change to permit the development of 
materials except in accordance with authority already contained in the Economic 
Cooperation Act, particularly sections 115 (i) and 117 (a). 

(b) In line 14, page 12 of S. 1762 the word “department” is misspelled— 
there is an extra “e”. 

4. In section 505, it is proposed that the present provisions be designated 
section 505 (a) and a new subsection 505 (b) be inserted in the following form: 

“(b) Section 110 (a) (1) of the Economic Cooperation Act of 1948, as amend- 
ed, is amended to read as follows: 

“*(1) employ persons and engage the services of officers and employees of 
other departments and agencies of the United States Government, and such 
individuals may receive compensation at the rates provided for the Foreign 
Service reserve and staff by the Foreign Service Act of 1946 (60 Stat. 999), as 
amended, together with allowances and benefits established thereunder; 
aad). * * *°” 

The proposed amendment of section 110 (a) (1) of the Economic Cooperation 
Act of 1948, as amended, is intended to do two things: (1) to put ECA and 
State’s TCA on equal footing with respect to employees of the Public Health 
Service and the employees of certain other Government agencies; and (2) to 
put all United States Government employees working in foreign assistance mis- 
sions abroad on as nearly equal a footing as possible with respect to compensation 
allowances and other benefits. 

TCA, under section 413 (a) of the Act for International Development, pro- 
vides Public Health Service officers’ salaries, allowances, and other benefits at 
the same rates as to officers of the Foreign Service Reserve and Staff. ECA, how- 
ever, has no special authority to pay Public Health Service officers salaries and 
allowances beyond those paid them as career officers by Public Health Service 
under the regulations of the Service. The general counsel of the Federal Security 
Agency has even ruled that Public Health Service officers may not, in the absence 
of special statutory authority, have their autos transported overseas by KCA— 
even though ECA has general authority to transport autos overseas at Govern- 
ment expense. As a result of the discrepancy in the compensation and other 
payments available to Public Health Service officers working for TCA and ECA, 
even though ECA has general authority to transport autos overseas at Govern- 
it is becoming increasingly difficult to recruit Public Health Service people to 
work for ECA. 

Quite apart from the above situation, ECA is anxious to have all employees 
working for ECA overseas receive the same salaries, allowances, and other 
benefits. The existing differences are evidently causing a rather touchy per- 
sonnel situation at a number of the missions and in the field. The best solution 
appears to be to permit all Government employees working abroad for ECA 
to receive pay and allowances equivalent to that given Foreign Service reserve 
and staff. 

4. In section 509, the following changes are suggested : 

(a) In the c¥iginal presentation of the program, section 509 of the draft 
bill contained two provisions which it is now proposed to delete: 

(i) In section 509 (b), all of the last two sentences should be deleted. 
The explanation for this proposal was given in the testimony of Mr. Ooms 
and Captain Robillard. 

(ii) All of section 509 (e), as it appears in the original draft bill, should 
be deleted. The reason for this deletion was also explained in the course 
of the hearings on July 30. 

(b) In subsection (b) (i), page 15, line 1, the word “such” should be deleted. 
This will correct a drafting error. It has also been suggested that the word 
“such” in line 3 of page 15 be changed to “the.” This is not as important, bat 
would be an improvement. 
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(c) A new subsection (e) is proposed, to be inserted after line 16 on page 16, 
reading as follows: 

“Except as otherwise provided by law, no recovery shall be had for any in- 
fringement of a patent committed more than 6 years prior to the filing of the 
complaint or counterclaim for infringement in the action, except that the period 
between the date of receipt by the Government of a written claim under sub- 
section (c) above for compensation for infringement of a patent and the date 
of mailing by the Government of a notice to the claimant that his claim has 
been denied shall not be counted as part of the 6 years, unless suit is brought 
before the last-mentioned date.” 

The purpose of this proposal has been explained in the testimony of Mr. Casper 
W. Ooms. 

After these changes have been made, section 509 will read as shown in the 
attachment to this letter. 

5. A new section 514 is suggested in the following form: 

“Sec. 514. Any equipment or materials procured to carry out the purposes of 
this act shall be retained by or transferred to, and for the use of, such depart- 
ment or agency of the United States Government as the President may determine 
in lieu of being disposed of to a foreign nation whenever, in the judgment of the 
President, such disposal to a foreign nation will not be in the interest of the 
United States, or whenever such retention is called for by concurrent resolution 
by the two Houses of the Congress.” 

The purpose of this proposal is to make the provisions of section 408 (f) of the 
Mutual Defense Assistance Act applicable to all countries receiving assistance. 
Section 408 (f) in its present form applies only to North Atlantic Treaty coun- 
tries. A few changes have been made in the language of the original section in 
order to make it appropriate for other areas. The purpose of the section is to 
authorize other United States Government agencies to use material or equipment, 
originally procured for assistance to other countries, which is found to be more 
important to the United States Government. 

6. It will be recalled that Secretary Acheson testified before the House com- 
mittee that there would be no objection to requiring intertitle transfers made 
under authority of section 501 to be specially reported to congressional commit- 
tees as in the case of sections 408 (c) and 408 (e) of the Mutual Defense Assist- 
ance Act. For this purpose, the final sentence of section 408 (c) could be used 
without change, as follows: 

“Whenever the President makes any such determination he shall forthwith 
notify the Committee on Foreign Relations of the Senate, the Committees on 
Armed Services of the Senate and of the House of Representatives, and the 
Committee on Foreign Affairs of the House of Representatives.” 

Sincerely yours, 
CHARLES A, COoLInGr, 
Deputy Director, International Security Affairs. 


Section 509 


Sec. 509. (a) As used in this section— 
(i) the term “invention” means an invention or discovery covered by a 
patent issued by the United States, and 
(ii) the term “information” means information originated by or peculiarly 
within the knowledge of the owner thereof and those in privity with him, 
which is not available to the public and is subject to protection as property 
under recognized legal principles. 
(b) Whenever, in connection with the furnishing of military assistance in 
furtherance of the purposes of this Act— 
(i) use within the United States, without authorization by the owner, 
shall be made of an invention, or 
(ii) damage to the owner shall result from the disclosure of information 
by reason of acts of the United States or its officers or employees, 
the exclusive remedy of the owner of such invention or information shall be by 
suit against the United States in the Court of Claims for reasonable and entire 
compensation for unauthorized use or disclosure. In any such suit the United 
States may avail itself of any and all defenses, general or special, that might be 
pleaded by any defendants in a like action. 
(ec) Before such suit against the United States has been instituted the head 
of the appropriate department or agency of the Government, which has furnished 
military assistance in furtherance of the purposes of this Act, is authorized and 
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empowered to enter into an agreement with the claimant, in full settlement and 
compromise of any Claim against the United States hereunder. 

(d) This section shall not confer a right of action on anyone or his successor 
or assignee who, when he makes such a claim, is in the employment or service 
of the United States, or who, while in the employment or service of the United 
States, discovered, invented, or developed any invention or information on which 
such claim is based. 

(e) Except as otherwise provided by law, no recovery shall be had for any 
infringement of a patent committed more than six years prior to the filing of the 
complaint or counterclaim for infringement in the action, except that the period 
between the date of receipt by the Government of a written claim under sub- 
section (c) above for compensation for infringement of a patent and the date 
of mailing by the Government of a notice to the claimant that his claim has been 
denied shall not be counted as part of the six years, unless suit is brought before 
the last-mentioned date. 





HovuseE oF REPRESENTATIVES, 
COMMITTEE ON FOREIGN AFFAIRS, 
Washington, D. C., August 2, 1951. 
Mr. Louis Lipsky, 
American Zionist Council, New York, N. Y. 

Dear Mr. Lipsky: Upon reading the record of the hearings before the Com- 
mittee on Foreign Affairs, it seemed to me that three questions were raised upon 
which a statement from you incorporated in the record might be helpful. These 
are: (1) Has Israel complied with United Nations decisions in respect of its 
borders with the Arab States; (2) has Israel opposed United Nations resolu- 
tions regarding internationalization of Jerusalem; and (3) what was Israel’s 
responsibility in respect of the flight of the Arab refugees. 

Sincerely yours, 
J. K, Javits, Member of Congress. 


AMERICAN Z1onist CoUNCIL, 
New York, N. Y., August 6, 1951. 
Hon. Jacos K. JAvITs, 
House Office Building, Washington, D. C. 

My Dear CONGRESSMAN Javits: This will acknowledge your letter of August 
2. I appreciate your courtesy in submitting these questions to us and enabling 
us to present the answers. 

I am enclosing a memorandum prepared by the American Zionist Council 
which responds to the three question you raise. 

Sincerely yours, 
Louis Lipsxy, Chairman. 


I. THe UNrrep NATIONS’ RESOLUTIONS AND ISRAEL’S FRONTIERS 


Question: Has Israel complied with United Nations’ decisions in respect of its 
borders with the Arab States? 

Israel's present boundaries rest on formal armistice agreements with the Arab 
States, negotiated and under the auspices of the United Nations itself. Israel 
does not hold an inch of territory outside these boundaries, nor does it claim any 
territory belonging to any Arab States or any part of Palestine now occupied 
by Arab States. 

2, Israel has repeatedly offered to sign peace treaties with her Arab neighbors 
on the basis of the present boundaries. But the Arab States continue to refuse 
to negotiate a peace settlement. Despite the armistice agreements, they regard 
themselves at war with Israel. 


THE ORIGINAL UNITED NATIONS’ PARTITION RESOLUTION 


3. The first United Nations’ resolution on Palestine, adopted November 29, 
1947, called for the partition of Palestine into two independent states. Jewish 
and Arab, and a Jerusalem enclave, all to be united by internationally supervised 
economic union. 

4.-The Jewish authorities in Palestine—the Jewish Agency and the National 
Jewish Council—were the only major party in interest that accepted that resolu- 
tion without quwification or reserve. 
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5. Under the UN plan, the two states were to have been interwoven, their 
boundary lines crossing twice and dividing each of the states into three non- 
contiguous segments, accessible only at the two cross-overs. This division was 
feasible only in peace. The boundaries would surely disappear in conflict. If 
the Arabs had accepted the November 29 UN resolution, the separate Arab State 
would have come into being and those boundary lines would today be in effect. 

6. But the Arab Higher Committee of Palestine, led by the ex-Mufti of Jerusa- 
lem, and the Arab League declared open war on the resolution from the very 
beginning. Before the UN Ad Hoc Committee on Palestine on November 24, 1947, 
Jamal Husseini, spokesman for the Arab Higher Committee, declared: ‘The par- 
tition line proposed shall be nothing but a line of fire and blood.” 

7. Inside the Jewish area, the Palestinian Arabs began guerrila warfare the 
day after the Assembly voted, while Arab volunteers and mercenaries freely 
crossed the frontiers from the neighboring Arab States and joined the conflict. 
The mandatory power in Palestine declined to accept the UN recommendations, 
refusing to help implement them. The United Nations Palestine Commission, 
blocked by Arab opposition and the mandatory’s indifference, never went to 
Palestine, but reported to the Security Council on February 16, 1948: “Powerful 
Arab interests both inside and outside Palestine are defying the resolution of 
the General Assembly and are engaged in a deliberate effort to alter by force 
the settlement envisaged therein.” 


THE FAILURE TO IMPLEMENT 


8. Confronted with a breach of the peace and armed defiance of an Assembly 
resolution, the Security Council, under the leadership of the United States dele- 
gation, moved to abandon the original partition resolution. It summoned the 
General Assembly into special session in April 1948. The United States then 
proposed a new plan for a trusteeship in Palestine, but this, it developed, was 
acceptable to none of the parties and the Assembly adjourned without a new 
decision. The mandatory left Palestine on May 14, and the Jewish State was 
immediately proclaimed, in conformity with the original UN resolution of 
November 29, 1947. 

9, The Arab States attacked Israel from four sides. Jordan moved to capture 
the eastern part of Palestine, including Jerusalem. Egypt intended to occupy 
the coastal plain, including Tel Aviv, and also Jerusalem. And Syria and Iraq 
proposed to divide Galilee and northern Palestine, including Haifa. But that 
partition of Palestine was defeated by the resistance of the newly created Israel 
Army. However, the Jordan and Egyptian Armies did succeed in occupying 
part of Arab Palestine, and they remain there today. 

10. The boundaries envisaged in the original partition plan were thus erased 
by the Arab invasion. The independent Arab State never came into being because 
its territory on the east and in the center of Palestine was seized by Jordan and 
on the southwest coast by Egypt. Israel, for its part, gained territory in the 
fighting. The western Galilee, a rocky and mountainous region, isolated from 
the rest of Arab Palestine and a salient dividing Israel into two, had been used 
as a base for Arab irregulars during the fighting, and the Israel forces captured 
this area, uniting their divided State. The Israelis succeeded in operating a 
corridor from the coast to bring food and water to the besieged city of Jerusalem. 
That corridor, essential to Jerusalem’s survival, remains in Israel’s hands. 


THE EXISTING BOUNDARY SITUATION 


11. Under the original partition resolution, the area allotted to Israel was 
about 5,600 square miles. Today, with the addition of western Galilee and the 
Jerusalem corridor, the area of Israel is about 8,100 square miles. The boun- 
daries which divide Israel and her Arab neighbors in the main follow the truce 
lines which were in existence when the fighting came to an end in 1948. These 
boundaries are set forth in the armistice agreements negotiated by Dr. Ralph 
Bunche, former UN mediator, in compliance with the Security Council resolution 
of November 16, 1948. While there have been occasional frontier clashes between 
Arabs and Israelis during the last 2 years, the frontiers have not changed and 
Israel holds no position in violation of them. 

12. Since the signing of these armistice agreements, there has never been a 
proposal at the United Nations to revise the frontiers or to revert to the 1947 
partiiton boundaries. No such proposal could be seriously entertained for it 
would first have to overcome the opposition of Jordan which has since annexed 
eastern Palestine. 
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13. The Soviet Union, has, on occasion, declared that it still supports the 1947 
partition plan in principle, and this line is followed by Communists in Arab 
Palestine and in Israel in an effort to stir the Arab refugees into revolt against the 
rule of Jordan and Israel. 

14. During discussions with the United Nations Palestine Conciliation Com- 
mission at Lausanne, the Arab States proposed that the 1947 partition plan be 
a starting point for negotiation, but they then went far beyond that by laying 
claim to east Galilee, to west Galilee, to the northern and southern Negev and 
to the territory between Jerusalem and the coast. Thus, they would have re- 
duced Israel to a tiny coastal area of about 20 percent of Israel’s present ter- 
ritory. 

15. But such proposals have evoked no sympathetic response at the United 
Nations where it is generally accepted that an aggressor is estopped to claim 
territory lost in conflict he initiated. 

16. The Palestine situation has its analogy in Korea. There, a_ political 
boundary, the thirty-eighth parallel, like the partition frontier, was erased by 
an act of aggression. The UN has taken the position that the North Koreans 
eannot reestablish a line they themselves violated. The same principle applies 
in Palestine. 

17. It should be emphasized that Israel holds no territory belonging to the 
Arab States or beyond the old international frontier of Palestine. On the 
other hand, two Arab States, Egypt and Jordan, now bold substantial areas in 
Palestine territory beyond their Original frontiers, and a third Arab State, 
Syria, is attempting to win control over Israel territory in the region of Lake 
Huleh. It is often said that the Arabs fear Israel’s expansion because of Israel’s 
large influx of immigrants and because Israel maintains a large armed force. 
If these fears are genuine they can best be allayed by peace treaties. Israel 
has repeatedly affirmed her readiness to enter into peace treaties with her 
Arab neighbors on the basis of the existing armistice agreements. 


THE ATTITUDE OF THE ARAB STATES 


18. The attitude of the Arab States has been intransigent from the beginning. 
In 1947 they were opposed to any plan which might give rise to an independent 
Jewish state in any part of Palestine. They were determined to establish an 
all-Arab state in the country and therefore in 1947 they opposed both the majority 
(partition) and minority (federation) reports of the United Nations Special 
Committee on Palestine. In early 1948 they opposed the United States plan for a 
trusteeship. Then they went to war. They agreed to a 30-day truce, but when 
it expired they renewed the fighting and did not stop until they were compelled 
to comply with a Security Council order. In the fall of 1948, at the Paris 
session of the General Assembly, they rejected the Bernadotte plan which would 
have turned over the entire Negev, the Palestine desert, to Jordan, Throughout 
they refused to concede that Israel could possibly exist. They would accept 
no compromise of any kind 

19. In 1948, 1949, and 1950 the General Assembly adopted resolutions calling 
on Israel and the Arab States to reach a settlement of their differences, Israel 
has, each time, informed the UN of its readiness to negotiate. For 18 months 
the UN Palestine Conciliation Commission met in Switzerland in a futile effort 
to bring about a beginning of peace negotiations But throughout the entire 
period the Arab delegations refused even to meet in the same room with the 
Israel representatives. As recently as December 1950, at the fifth session of 
the General Assembly, they continued to oppose direct negotiations with the 
new state. 

THE ECONOMIC BLOCKADE 


20. Since the collapse of their military effort to liquidate Israel, they concen- 
trate on economic and political warfare, in the hope that they can strangle 
Israel by economic blockade. 

21. Egypt shuts off the Suez Canal. This has been condemned by Dr. Ralph 
Bunche and has been described by Lt. Gen. William E. Riley, Chief of Staff 
ofethe UN Truce Supervision Organization in Palestine, as “an aggressive and 
hostile act.” Israel estimates the total cost of the Suez blockade at $150,000,000. 
The United Kingdom, France, Australia, and many other nations have re- 
peatedly protested this interference with international shipping and the issue 
is now before the UN Security Council. The Egyptian blockade prevents the 
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passage of crude oil from the Persian Gulf to the British-owned refinery at 
Haifa. The result is to deny Western Europe the oil supply essential to recov- 
ery and rearmament. The situation has become more serious because of the 
shut-down at Iran. Thus, on August 1, 1951, Sir Gladwyn Jebb, representative 
of the United Kingdom, told the Security Council that Egypt’s stopping of 
tankers had caused Britain “great inconvenience and considerable financial 
loss.” He said: “I need scarcely remind the Council that owing to other events 
in the Near East the need for utilizing to the full any available refining capacity 
at Haifa and elsewhere may well become even more pressing if the supply of 
petroleum products is to be maintained for great areas of the world, including 
Western Europe and many countries of Asia.” 

22. Meanwhile, Lrag refuses to let oil flow through the pipelines to Haifa and, 
as a result, that refinery operates at only 25 percent of its capacity, using crude 
oil that is brought by tanker all the way from distant South America. 

23. Syria wants to cut off the headwaters of the Jordan, stop the Huleh drain- 
age project, and thus block Israel’s long-range irrigation and agricultural de- 
velopment plans. When the Palestine fighting ended in 1948, Israel was in occupa- 
tion of a strip of Lebanese territory while Syria had crossed its frontier and 
occupied a strip of Israel’s soil in the vicinity of Lake Huleh in eastern Galilee. 
Israel had no desire to hold Lebanese territory. During the armistice negotia- 
tions it agreed to withdraw to the old frontier. It had been given to under- 
stand that Syria would do the same, But, after the Lebanese-Israel agreement 
was signed, Syria refused. After a long and stubborn negotiation, Syrian forces 
withdrew but a small area of Israel’s soil was demilitarized. In this area Israel 
has been carrying forward a large-scale drainage project for the purpose of curb- 
ing malaria, reclaiming marshlands, and facilitating the irrigation program for 
the remainder of the country. It is this project that Syria has sought to block by 
military action in recent months. 

24. The hostility of the Arab League was responsible for the collapse of the 
Jordan-Israel peace negotiations. Article 8 of the Israel-Jordan armistice 
agreement provides that the two states should carry out certain agreements 
whereby Jordan would open the old city in Jerusalem and the road to the 
Hadassah Hospital and the Hebrew University—the great cultural and scientific 
institutions on Mount Scopus which have now been closed for 3 years—in ex- 
change for similar concessions on the part of Israel. In the spring of 1950, 
King Abdullah of Jordan was ready to agree to the implementation of article 8, 
and also to open commercial relations with Israel which would have been a 
great boon to both states. But he was forced to desist by the threat of expul- 
sion from the Arab League. 

25. In the light of this record it is clear that Israel has not been the aggressor 
in the Near East, and has consistently favored a peace settlement with those 
Arab States that started the war against it. It does not violate its frontiers 
which were negotiated under the auspices of the United Nations. 


II. ISRAEL AND JERUSALEM 


Question: Has Israel opposed United Nations resolutions regarding internation- 
alization of Jerusalem? 

26. Israel’s position on Jerusalem is in harmony with that of the United States 
and many western countries in the United Nations. It favors functional inter- 
nationalization, i.e., an international regime authorized by the United Nations 
to supervise the holy places sacred to the three faiths. This position, con- 
sistently maintained by Israel, was held by the United States, both in 1949 at 
the General Assembly, when it was a minority view, and in 1950 when other 
leading powers espoused the same program. 


THE ORIGINAL UN JERUSALEM RESOLUTION 


27. The original plan to internationalize Jerusalem was embodied in the 
November 29, 1947, partition resolution. Israel was the one major party that 
was ready and willing to accept it. The UN Trusteeship Council was directed 
to draw up a draft statute for the government of Jerusalem. Israel’s rep: n- 
tatives cooperated with the Council in this task. They believed and hoped that 
internationalization would insulate the historic city from the conflict which 
appeared inevitable. But, just as the UN Palestine Commission found it im- 
possible to implement the over-all partition resolution, so the Trusteeship Council 
abandoned its assignment. 
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28. In the meantime, Jerusalem was isolated and besieged by Arab forces 
which surrounded it. In 6 weeks, 1,490 men, women, and children—a staggering 
proportion, 1% percent of the Jewish population—were killed in the defense of 
their city. The international community did not save Jerusalem from disaster. 
The UN did not move to defend the city. The people of Jerusalem were rescued 
by young men and women from Israel, who gave up their lives to open the road 
from the Mediterranean coast and to bring them food and water. 

29. While the new city, built largely by the Jewish development of the last 
century, was able to withstand attack, the Arab Legion forces occupied the old 
city, the Jewish population of the ancient quarter were driven out, and some 
26 Jewish synagogues and shrines were destroyed. The old city became part of 
Jordan, the new city became part of the State of Israel. Order has been restored 
to Jerusalem. The people live at peace, and the new city grows rapidly as the 
capital of the State of Israel. 


Functional Versus Territorial Internationalization 


30. The State of Israel and the Jewish people of Jerusalem are ready to accept 
and cooperate with an international regime to supervise the holy piaces. They 
believe that the UN can establish an authority to safeguard access to the shrines 
and to guarantee full exercise of religious rights for all faiths. But they oppose 
territorial internationalization, i. e., the imposition of foreign rule over the 
city and the abridgment of the natural rights of the people. They regard this as 
inequitable and self-defeating. In their view, it is the holy places of Jerusalem, 
not its area and people, which should be under international supervision. 

31. Notwithstanding the failure of 1948, which demonstrated the impractica- 
Lility of the plan, the United Nations in December 1949 called again for the 
complete internationalization of Jerusalem and its environs. It directed the 
‘trusteeship Council to implement it. The United States delegation opposed 
this unworkable plan which was put through by a strong and strange combination 
of Soviet, Latin American, and Arab States. The Arab States had previously 
opposed internationalization because they wanted Jerusalem to be an all-Arab 
city. Defeated in that objective, they then changed their position. However, 
Jordan, the one Arab state which occupies any part of Jerusalem, has always 
opposed any kind of internationalization and still does. 

32. The Trusteeship Council met in Geneva early in 1950, to draw up a new 
statute for Jerusalem. But Jordan, the state most directly concerned—for 
almost all the holy places are inside the old city—refused to permit any United 
Nations supervision in Jerusalem. It declined to appear before the Council. 
israel offered a counterproposal—functional internationalization. 


ISRAEL’S PROPOSAL 


33. In a memorandum submitted to the Trusteeship Council of the UN in May 
1950, the Israel delegation declared : 

“(3) In Jerusalem, the holy places of the three world religions are gathered 
in a unique concentration. These sanctuaries command a world-wide reverence, 
far transcending their purely local environment. The protection of the holy 
places and of free access thereto, and the maintenance of existing religious 
rights, constitute an international trust for which the responsibility of the United 
Nations should be universally recognized. The Government of Israel believes 
that the United Nations should be enabled effectively to exercise that responsi- 
bility, which should also be expressed in appropriate juridical form. 

“(4) Accordingly, any solution which the Government of Israel can commend 
or support must simultaneously fulfill two objectives: it should satisfy the 
principle of United Nations responsibility for all matters directly affecting the 
holy places and free access thereto; and it must leave the population of the city 
free to express their ineradicable national loyalty through the democratic institu- 
tions which they have helped to create in Jerusalem and in their own State.” 

(The main features of the Israel proposals are contained in appendix A.) 

34. At the 1950 session of the General Assembly, the Trusteeship Council re- 
ported that it was unable to carry out the 1949 resolution. It transmitted 
Jordan’s refusal and Israel's offer. A number of western states—Sweden, Can- 
ada, the Netherlands, the United Kingdom—all advocated functional interna- 
tionalization, along the lines of Israel’s plan, which had been widely approved by 
publie opinion all over the world. The United States also took this position. 
However, no vote was taken on that proposal. Advocates of full internationali- 
zation, realizing that they no longer could command the needed majority in the 
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Assembly, did not seek a reaffirmation. Instead, they urged the dispatch of 
another mission to Jerusalem, in the hope that the original plan might still be 
carried out. But even this was defeated. No resolution was adopted. No action 
was taken. 

35. Thus, it is inaccurate to suggest, as do Arab spokesmen, that Israel blocks 
internationalization. Real progress toward a practical and feasible international 
regime for Jerusalem's holy places is blocked on the one hand by the opposition 
of Jordan to any kind of plan and, on the other, by the uncompromising attitude 
of extreme advocates of internationalization. 


III, IsRAEL AND THE ARAB REFUGEES 


Question: What was Israel’s responsibility in respect of the flight of the Arab 
refugees? 

36. There would not be a single Arab refugee in the Near East today if the 
Arab Higher Committee and the Arab League had accepted the November 29, 
1947, resolution. 

37. In any discussion of responsibility for that tragic exodus, affecting so many 
innocent men, women, and children, it must be kept in mind that the Palestine 
refugees today would have been living in the independent Arab state or in the 
State of Israel (where 170,000 Arabs now live in peace with their neighbors), 
if the Arabs had not rejected the November 29, 1947, resolution and waged war 
against the resolution and Israel. Recrimination over responsibility will not 
resettle the Arab refugees nor compensate them for their losses. But since Arab 
leaders seek constantly to disavow guilt and to fasten it on Israel, the facts must 
be recorded. The central and incontrovertible fact is that the Arab Higher 
Committee stimulated, organized, and directed the mass exodus. 


THE FACTS OF RESPONSIBILITY 


88. The day after the UN partition resolution was adopted in 1947, the Arab 
Higher Committee launched a campaign of violence against the Jewish com- 
munity. The road to Jerusalem was blocked off; convoys were attacked ; settle- 
ment guards were ambushed and killed; roads were mined and settlements 
isolated; a Jerusalem street was blown up and more than 50 men, women, and 
children died in the night; a group of young Hebrew university students were 
massacred on the road from Jerusalem to Hebron; the Jewish Agency in Jeru- 
salem was bombed, with heavy casualties. There was needless retaliation. In- 
nocent Arab men, women and children were slaughtered at the village of Deir 
Yassin in an undisciplined and needless attack by Jewish irregulars—an incident 
bitterly repudiated at the time by the Jewish Agency for Palestine. A few days 
later some 70 Jewish doctors, nurses, and scientists were put to death in a 
convoy set afire on the road to the Hadassah Hospital. 

39. These clashes and counterclashes accelerated the Arab exodus. But it 
started long before then. It began in December 1947, immediately after the 
partition resolution, when wealthy Arabs who could afford to leave the country 
departed in the expectation that they would return after a quick Arab victory. 
Other Arabs followed the example set by their leaders. Exploiting the conflict, 
the Arab Higher Committee called on the Arab population to leave the country 
en masse. This was many weeks before Deir Yassin. The Jews appealed to 
the inhabitants of Haifa and of the Sharon Plain to remain, for they were eager 
to avert war and they wanted to live at peace with their Arab neighbors. 

40. Thus, when 200 armed soldiers of the Haganah wrested the port of Haifa 
in Jewish Palestine from Arab forces in April 1948, almost all the 65,000 Arab 
inhabitants of that city promptly picked up and left, at the command of the 
Arab Higher Committee. They ignored the appeals of the Jews that they 
remain. (See appendix B for an official British account of this incident.) They 
were determined to show to the United Nations that under no circumstances 
would the Arabs live at peace with the Jews in a Jewish state. But, as Mr. 
Clarence Pickett, of the American Friends Service Committee, testified before 
the Committee on Foreign Affairs, the Arab radio at Ramallah called upon the 
Arabs to get out, promising them they would return within a short period to 
kill all the Jews and take possession of their property. Events proved this to be 
a gigantic blunder. 

41. There is ample evidence from Arab sources of the fact that the Arab 
leadership precipitated the mass departure of the Arabs from Palestine. Mr. 
Habib Issa, acting editor of Al-Hoda, the chief daily newspaper of the Arabic- 
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speaking community in the United States, described it in his newspaper on 
June 8, 1951. (See appendix C for translation of his article.) 


THE DEMAND FOR REPATRIATION——-WITHOUT PEACE 


42. When the fighting ended and the UN truce came, the Arab Higher Com- 
mittee and the Arab States were confronted with the grave consequence of their 
miscalculation, but they refused to accept it. Charging Israel with the “expul- 
sion” of the Arab refugees, they insisted upon repatriation. They would not 
discuss resettlement in Arab lands. The very presence of the refugees was an 
embarrassment. It was evidence of a political and military defeat which the 
leaders of the Arab States did not wish to admit to their people. Throughout 
1948, 1949, and 1950 the Arab States refused to negotiate a peace treaty with 
Israel, insisting that Israel must first agree to the return of the Arab refugees. 
In Israel’s view this was a demand to commit suicide. Israel could not agree 
to the return of large numbers of Arab refugees who were not ready to give 
their loyalty to the new state and who would surely constitute an explosive fifth 
column should the Arab States renew hostilities. Arab publicists themselves 
openly urged the return of the Arabs as a potential subversive force to facilitate 
the second round of fighting for which they constantly called. 

43. It should be noted that there has always been a tendency to exaggerate 
the number of the Arab refugees. It has been variously estimated at between 
600,000 and a million. But the total number of Arabs in all of Palestine did 
not exceed 1,200,000 in 1947. There are now 170,000 Arabs in Israel. Between 
400,000 and 500,000 remained in the Arab part of Palestine which has been incor- 
porated into Jordan. Unless one regards all the Arabs now living in Israel and 
Jordan as refugees, the figure of a million is obviously gross exaggeration. The 
number of bona fide refugees is actually about 600,000. The fact is that many 
indigent members of the local Arab populations throughout Palestine and the 
Arab countries were included in UN refugee relief. 

44. Repatriation of a substantial number might have been possible if the Arab 
States had been disposed to enter into peaceful relations with Israel. Some 
Arab refugees—a figure estimated at more than 20,000—did filter back. Israel 
permitted the reuniting of families in certain instances. 

45. Eager to break the impasse in negotiations and open the way to peace, 
Israel made a concrete repatriation proposal in 1949. It had been suggested to 
Israel by the Palestine Conciliation Commission that if Israel would agree to ac- 
cept a substantial number of the Arab refugees, the Arab States might do like- 
wise and that could well mean the beginning of a final and decisive solution of 
the problem. Accordingly, in the summer of 1949, in negotiations at Lausanne, 
Israel offered to take back 100,000 Arab refugees. But the Arab States rejected 
the offer. 

THE STATUS OF THE ARABS IN ISRAEL 


46. It should be pointed out that the Government of Israel has spent large 
sums for the care of Palestine refugees within its own borders and also to lift 
the living standards of the entire Arab population inside Israel. It estimates 
that between May 15, 1948, and December 31, 1949, it spent 3,010,495 Israel 
pounds for Palestine refugees. In the calendar year of 1950, it spent an addi- 
tional 993,149 pounds. This makes a total of more than $11,000,000. 

47. On December 6, 1950, Foreign Minister Moshe Sharett of Israel told the 
Ad Hoe Political Committeee of the United Nations of the efforts his Govern- 
ment had made to raise the living standards and to secure the political rights of 
the Arabs inside Israel (UN document A/AC.38/SR71). 

48. He stated that Arab women had voted for the first time in history in 
Israel’s first election. In 1944—45, only 45 percent of Arab children of school 
age were at school. In 1949-50, 883 percent were at school, the result of Israel’s 
new compulsory education law, and it was expected that the figure would soon 
rise close to 100 percent. 

49. In Jewish areas, the Government paid 60 percent of education expendi- 
tures, because it was a tradition of Jewish communities to defray part of the 
cost. But in Arab areas, the State of Israel bore the entire expenditure. The 
same was true of health expenditures and the Arabs now had full hospitalization 
for all costs of contagious diseases. Mr. Sharett also told the committee that 
before the state was established, an unskilled Arab workman had received 40 
percent of the wages paid to Jewish labor. The figure now stood at 85 percent. 
And there was no differential between the wages earned by Arab and Jewish 
skilled labor. 
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50. On July 1 of this year, the Prime Minister’s office in Israel announced 
further progress with regard to the status of Arabs in Israel. According to the 
Jewish Telegraphic Agency, the Custodian of Absentee Property had decided to 
release the property of Arabs who were citizens of Israel. The Custodian was 
prepared to release upon application all movable property and to consider the 
release of urban real property as well as unfreeze all Arab bank accounts. The 
government was permitting some 23,000 Arab infiltrees to remain permanently 
in the country. In addition, it was known that 18,000 infiltrees resided illegally 
in Arab villages. The report stated that the 170,000 Arabs in Israel included 
32,000 living in cities and towns, 120,000 in rural communities, and 18,000 
nomads. The Government had carried out pledges of political equality contained 
in the Israel declaration of independence. It had published its Official Gazette 
in Hebrew and Arabic, inscribed its currency in both languages, sponsored 
regular Arabic radio broadcasts and extended the franchise to the Arab 
population. 

51. Over 31,000 Arabs voted in Israel’s first general elections and more than 
75,000 participated in the second this summer. 


RESETTLEMENT AS THE PRIME SOLUTION 


52. Throughout this period, Israel has stressed that the real solution of the 
problem is the resettlement of the Arab refugees in Arab lands among their own 
people, in a culture and economy congenial to their own interests and aspira- 
tions. Vast areas of Arab land are available for this purpose. Syria, for 
example, has an area of about 66,063 square miles with a population of only about 
3.4 millions. Iraq, with an area of 116,000 square miles, has a population of only 
about 4.8 millions. Manpower is urgently needed in both states to carry out 
long delayed irrigation projects. 

53. Moreover, Israel has been taking in large numbers of Jewish refugees. 
Approximately half—more than 300,000—have come from Moslem lands: Iraq, 
Yemen, Iran, Syria, north Africa. And many more are on the way. Inasmuch 
as the Jewish communities are steadily streaming out of the Arab lands to 
to Israel, the resettlement of the Arab refugees in the Arab countries becomes a 
logical and rational population exchange. 


THE PLEDGE OF COMPENSATION 


54. Israel has offered to compensate the Arab refugees for their abandoned 
lands. Such compensation would be paid by Israel into the United Nations rein- 
tegration fund and would be used for resettlement purposes. The statement of 
the Ambassador of Israel before the Ad Hoc Political Committee of the United 
Nations, on November 7, 1950, is reported in UN document A/AC.38/SR.35: 

“With reference to the statement of the director of the agency that large sums 
would be required for the reintegration of the refugees, he (Mr. Eban) supported 
the recommendation in paragraph 69 of the agency’s report, which proposed that 
the United Nations should authorize contributions to a fund that would be avail- 
able for projects of refugee reintegration. His Government was willing to pay 
compensation for abandoned lands. It was essential that those sums should be 
paid into the refugee reintegration fund, and it was preferable to adopt collective 
methods of paying the compensation rather than to attempt to solve the problem 
by means of individual indemnities.” 

This proposal was made at the fifth session of the General Assembly, when the 
Assembly for the first time undertook concrete measures looking to the solution 
of the Arab refugee problem by resettlement.’ (See footnote for text of General 
Assembly resolution.) 

55. Ambassador Eban told the Ad Hoc Political Committee on December 4, 
1950, that his Government was prepared “to discuss the principles for the assess- 


1 The resolution of the General Assembly of the United Nations adopted on December 2, 
1950. declared, inter alia: 

“The General Assembly * * * 

“4. Considers that, without prejudice to the provisions of par. 11 of General Assembly 
Resolution 194 (III) of December 11, 1948, the reintegration of the refugees into the 
economic life of the Near East, either by repatriation or resettlement, is essential in 
preparation for the time when international assistance is no longer available, and for the 
realization of conditions of peace and stability in the area ; 

“5. Instructs the agency to establish a reintegration fund which shall be utilized for 
projects requested by any government in the Near East and approved by the agency for 
the permanent reestablishment of refugees and their removal from relief ; 

“6. Considers that, for the peen July 1, 1951, to June 30, 1952, not less than the 
equivalent of $30,000,000 should be contributed to the agency for the purposes set forth 
in par.5 above * * *,” 
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ment and procedures for the payment of compensation with the Committee of 
Experts already established by the Conciliation Commission for that purpose” 
(UN document A/AC.38/SR68). The UN’s representatives are now making this 
study in Israel. Israel's position on this issue has a direct bearing on its request 
for financial assistance. Ambassador Eban referred to his Government's inten- 
tion to pay compensation in his note to the Secretary of State requesting aid. He 
said: 

“10. In addition to the burdens imposed by immigration and defense, the 
Government of Israel has undertaken to make its due contribution toward the 
solution of the Arab refugee problem in the Near East. It has declared its will- 
ingness to support the reintegration fund to be established by the United Nations 
by paying into it funds accruing from compensation for abandoned Arab lands, 
on the understanding that such funds wiil be used for the permanent resettlement 
of Arab refugees in conditions which would conform with their own welfare and 
with the ultimate stability of the Near East. Under this arrangement, which has 
been publicly announced in the United Nations, Israel is probably assuming a 
heavier financial commitment in the Arab refugee problem than any other single 
member government, notwithstanding the fact that the problem itself was actu- 
ally created in the course of a deliberate attempt to destroy Israel's existence, as 
a result of which Israel sustained heavy and widespread material damage.” 
(March 22, 1951.) 

56. In 1948 at the United Nations, the emphasis in discussions of the Arab 
refugee problem was on repatriation. Even at that time, however, the UN quali- 
fied its declarations on repatriation by limiting return to those who were prepared 
to live in peace in the State of Israel. The continuation of the Arab war negated 
the possibility of peaceful repatriation’and today there is little doubt that the 
majority opinion at the United Nations favors resettlement as the primary solu- 
tion, Statements of leading United Nations delegates at the fifth session of the 
General Assembly reflected this view. (Some excerpts may be found in ap- 
pendix D.) 

57. Fortunately, in the interests of the refugees and the restoration of peace 
to the region, the Arab States have indicated a reversal of their position within 
recent months. Following the last meeting of the Arab League, it was reported 
that they were prepared to cooperate with the Untied Nations in the reintegra- 
tion program. This is a step forward and there is now the promise of a final 
solution. 


APPENDIX A 
ISRAEL’S JERUSALEM PROPOSAL 


The main features of the Israel plan for Jerusalem. submitted to the United 
Nations Trusteeship Council in May 1950, are as follows: 

“(a) A statute should be adopted whereby the rights of the United Nations 
in respect to the holy places in Jerusalem would be derived directly from the 
General Assembly and accepted by all parties concerned. The authority of the 
United Nations in the holy places would thus take statutory form and not depend 
upon a contractual agreement. 

“(b) There should be appointed a United Nations representative or such other 
organ as may be found appropriate, for the discharge on behalf of the United 
Nations of the functions prescribed regarding the boly places in Jerusalem. 
This representative or organ should constitute an independent authority deriv- 
ing its powers solely and exclusively from the General Assembly itself and 
exercising those functions in the international right without dependence on 
any individual government or accreditation thereto. 

“(c) The United Nations representative thus appointed (or the United Na- 
tions organ thus set up) should carry out the following main functions in respect 
of the holy places in Jerusalem: viz, supervision of their protection; adjudica- 
tion of disputes between communities as to their rights in the holy places; the 
maintenance of existing rights in connection with the boly places; the initiation 
of their repairs; assurance of their exemption from taxation; questions relating 
to the maintenance of free access subject to the requirements of public order ; 
facilitation of pilgrimage movements; issuing of reports to the appropriate 
United Nations organs on all the above matters. 

“(d) The definition of holy places as laid down and applied up to the termina- 
tion of the mandate shall continue to prevail (Cf. UN Map No. 229, November 
1949). All governments and parties concerned should negotiate on the defini- 
tion and demarcation of these places in order to achieve agreement on the 
exact sites within which the above-mentioned functions of the United Nations 
representative shall operate. 
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“(e) Apart from their statutory sphere of authority concerning the holy 
places in Jerusalem, the United Nations representative or organ could negotiate 
agreements with both governments concerned, in conformity with the resolutions 
of the General Assembly, for the protection of holy places located outside the 
city of Jerusalem. The United Nations representative or organ could also 
negotiate, if required, on behalf of any church organization submitting views 
or claims with respect to religious buildings, institutions or property.” 


APPENDIX B 


The following is a photostat of an official British Police report on the flight 


of the Arab refugees. 
THe ArAsp Exopus 


10/PS. 
District Police Headquarters, 
(C. I. D.) 
P. O. B. 700, Haifa 
26th April, 1948. 
SECRET 


A/A. I. G., C. I. D. 
Subject: General Situation—Haifa District. 

The situation in Haifa remains unchanged. Every effort is being made by the 
Jews to persuade the Arab populace to stay and carry on with their normal lives, 
to get their shops and businesses open and to be assured that their lives and 
interests will be safe. On the other side the evacuation goes on and a large road 
convoy escorted by Military and containing a large percentage of Christians 
left Haifa for Beirut yesterday. An estimated number of 700 has been given 
for this convoy and evacuation by sea goes on steadily. 


10/PS8. 
District Police Headquarters, 
(Cc. I. D.) 
P. O. B. 700 
Haifa. 
28th April, 1948 
SECRET 


A/A. 1. G., C. I. D. 
Subject: General Situation—Haifa District. 

There is no change in the situation in Haifa. The Jews are still making every 
effort to persuade the Arab populace to remain and settle back into their normal 
lives in the town. Another convoy left Tireh for Transjordan and the evacua- 
tion by sea continues. The quays and harbour are still crowded with refugees 
and their household effects, all waiting an opportunity to get a place on one of 
the boats leaving Haifa. Some families have lived and slept on the quaysides 
for several days waiting a chance to get away. Life in the New Business Centre 
has returned to normal with all shops and businesses functioning. 

The steam trawler “TADORME” renamed the Haganah ship “OPERATION 
CASTEL” was brought into Haifa harbour at 5.30 a. m. with a total of 559 
persons on board made up of 332 males, 182 females and 45 children. The illegals 
were transferred in the usual manner to the Empire Comfort and the Empire 
Rest. During the transhipment the illegals twice refused to move from their 
ship and had to be got on the move again by naval and marine personnel. The 
transhipment was completed at 11.15 a. m. and the illegals left for Cyprus. 

(Sed.) A. J. Bidmead. 
for SUPERINTENDENT OF POLICE 





APPENDIx C 


Tue ArAp LEAGUE AND THE PALESTINE REFUGEES 


My Habib Issa 


(This article was translated from the Arabic original in Al-Hoda of June 8, 
1951. Al-Hoda is the chief daily newspaper of the Lebanese emigrant com- 
munity in the United States. Mr. Issa is the acting editor of the paper.) 


As soon as the British had publicly announced the time for their relinquish- 
ment of the mandate and their withdrawal from Palestine, the Arab League 
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began holding meetings and calling conferences, and its general secretary, Abdul- 
Rahman Azzam Pasha, published numerous reports and declarations in which 
he assured the Arab peoples and all others that the occupation of Palestine 
and of Tel Aviv (the virtual Jewish capital) would be as simple as a military 
promenade for the Arab Armies. Assam Pasha’s statement pointed out that 
armies were already on the frontiers and that all the millions that the Jews had 
spent on land and on economic development would surely be easy booty for the 
Arabs, since in would be a simple matter to throw the Jews to the bottom of 
the Mediterranean Sea. 

As the time for the British withdrawal grew nearer, the zeal of the Arab 
League was redoubled. Meetings and conferences took place almost daily and 
burning calls and appeals were issued. Brotherly advice was given to the Arabs 
of Palestine, urging them to leave their land, homes, and property and go to 
stay temporarily in neighboring, brotherly states, lest the guns of the invading 
Arab Armies mow them down. 

The Palestinian Arabs had no choice but to obey the advice of the League 
and to believe what Azzam Pasha and other responsible men in the League told 
them—that their withdrawal from their lands and their country was only 
temporary and would end in a few days with the successful termination of the 
Arab punishment action against Israel. 

But victory was not to be the result of this punishment action. Victory is not 
produced by speeches, reports, and declarations. Victory is produced by can- 
nons, airplanes, and tanks. The threats of the Arab League evaporated in the 
face of the preparedness, good command, and superior generalship of the Zionist 
gangs. We saw the military promenade become a crushing catastrophe that 
shattered the prestige of the League and its member states and exposed their 
inner weakness and deterioration. 

Azzam Pasha and the other responsible Arab leaders now try to excuse the 
defeat of the Arabs on the ground that their forces were inadequately armed, 
organized, and trained. In the light of this, we should like to ask Azzam Pasha 
and his colleagues a simple question: “If the Arab Armies lacked sufficient arms, 
organization, and training, why did you throw them into a savage war against 
an enemy who had everything that modern wars require—equipment, good 
training, unity of command, expert officers who knew the art of war and who had 
participated in two world wars? And why did you jeopardize the lives of a 
million Padestine Arabs and make them wander from their homes? Since, as 
you say, the Arab Armies were not adequately prepared for victory, did not the 
flight of the Arabs, urged by you amount to the facilitation of the Zionist 
victory ?” 


APPpENDIx D 


RESETTLEMENT OF ARAB REFUGEES 


The following are excerpts from statements by United Nations representatives 
with regard to the resettlement of Arab refugees. 

Mr. McIntyre (Australia): “He * * * felt that while the return of the 
refugees to Palestine was desirable from every point of view, it was very 
possible that in many cases such a return would not be wholly in the interests 
of the refugees themselves. It might perhaps be better if the refugees were 
compensated for the losses they had suffered and were permitted to settle in 
neighboring Arab countries * * * he expressed his satisfaction at the state- 
ment by the Israeli representative that his government was prepared to admit 
liability to pay compensation as proposed.” (UN document A/AC.38/SR.64— 
November 30, 1950). 

Lord MacDonald (United Kingdom): “The United Kingdom had, however, 
given serious consideration to the Commission’s statement that, having in mind 
the best interests of the refugees, attention should in future be given to the 
resettlement of nonreturning refugees in the Arab countries, with payment of 
compensation to them. It was doubtful whether it was in the interest of the 
refugees themselves to return en masse. It was questionable whether the refu- 
gees fully appreciated the conditions to which they would return and the im- 
Plications of their return. Were they aware that they must be prepared to 
live as peaceful citizens of Israel, accepting all the obligations of citizenship? 
There was a grave danger that the legacy of mistrust and bitterness would 
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make the task of mutual adjustment of populations extremely difficult. More- 
over, it was probable that the Arabs of Palestine would have great difficulty 
in adjusting to the very highly organized economic structure of Israel, which 
ran counter to the economic outlook of the Arabs. It was unlikely that an 
Arab would wholeheartedly accept the regime of austerity, directly toward the 
achievement of goals for which at the best he had no enthusiasm and which 
might well arouse his active resentment. In the circumstances, it was the 
considered view of the United Kingdom delegation that the Arab refugees would 
have a happier and more stable future if the bulk of them were resettled in the 
Arab countries. A corollary was that nonreturning refugees should as a matter 
of right receive early and adequate compensation for the property they had 
abandoned in Israel. 

“* * * The United Kingdom delegation had noted with interest the con- 
structive suggestion of the representative of Jsrael that compensation should 
be paid into the reintegration fund. It hoped that any funds paid in com- 
pensation would be devoted to the reintegration of refugees, but felt that 
the precise procedure should be considered by the Committee of Experts.” 
(A/AC.38/SR.61—November 29, 1950). 

Mr. Ross (United States): “* * * The United States delegation hoped 
that all the members of the United Nations in general, and in particular the 
states of the Near East, who were very specially concerned with the welfare of 
the refugees, would approve the spirit of the report. * * * Mr. Ross hoped 
that all the near eastern governments concerned would give prompt and deter- 
mined consideration to definite proposals for reintegration. * * * For the 
reasons stated earlier, the United States delegation considered that the United 
Nations in general and the states directly concerned in particular, should realize 
that direct assistance to refugees could not continue forever. Accordingly, a 
constructive program had to be adopted which would enable refugees to become 
an economic asset for the Near East countries” (A/AC.38/SR.35—November 7, 
1950). 

Mr. Ross (United States): “* * * His delegation had welcomed the state- 
ment of the Israel Government’s intention to contribute to the reintegration fund 
established under the resolution” (A/AC.38/SR.62—November 29, 1950). 

Mr. Naudy (France): “* * * The French delegation welcomed the position 
of Israel in the matter of compensation” (A/AC.38/SR.63—November 30, 1950). 

Mr. Lapointe (Canada): “* * * His delegation hoped that refugees would 
be told that their future would perhaps be more promising if they agreed to 
permanent settlement in Arab countries” (A/AC.38/SR.35—November 7, 1950). 








THE MUTUAL SECURITY PROGRAM 


TUESDAY, JULY 31, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS, 


Washington, D. 0. 


The committee met in the House Foreign Affairs Committee room, 
the Capitol, at 10 a. m., Hon. James P. Richards (chairman) pre- 
siding. 

Chairnan Ricuarps. The committee will come to order, please. 

Ladies and gentlemen, we are privileged to have with us today a 
great soldier, Lt. Gen. Alfred M. Gruenther, Chief of Staff, Supreme 
Headquarters Allied Powers, Europe. 

General Gruenther will be our last witness, I think, Anyway, 
that is the way it is planned, and it is planned that way because we 
wanted to have a witness here who was in a high position in the mil- 
itary field, and one who has already demonstrated to the committees of 
this Congress his thorough knowledge of the problems with which 
we are confronted. 


STATEMENT OF LT, GEN. ALFRED M. GRUENTHER, CHIEF OF STAFF, 
SUPREME HEADQUARTERS, ALLIED POWERS, EUROPE 


General Gruentuer. If it is agreeable to you, Mr. Chairman, I 
shall not submit any prepared statement. Instead, I would like to 
discuss the problem we face in Europe today as we see it from our 
vantage point in Europe. If it isin accordance with the rules of your 
committee, I would welcome questions from you gentlemen here at 
any time. 

Frou like to give you first our views on some of the practical fac- 
tors related to the accomplishment of our general mission in Europe. 

As you know, General Eisenhower's headquarters recently moved 
to a new location about 10 miles outside of Paris. Some of you gen- 
tlemen were over there a month ago when we were still in the As- 
toria Hotel. 

Mrs. Botton. Just where? 

General GroentrHer. Our new headquarters is just north of Ver- 
sailles, at Roucencourt, Mrs. Bolton. The breezes are very fine there. 
So fine in fact that there is not a single fan in our new building. 
However, Paris weather selected the day we moved to have one of its 
rare hot spells. As some of you recall, while the congressional party 
was there, we had nothing but cold; but, as I said the day we moved in 
was really hot. We are trying to set an example of austerity, so it was 
well to have a little of our own medicine in respect to a lack of air- 
conditioning. 

1505 
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I am going to outline what the intelligence situation is, as we see it. 

(Discussion off the record.) 

Mr. Vorys. You have told us of the ground movements. There 
would be air activities that would go on, including the use of the A- 
bomb in your emergency plan, would there not ? 

General Gruenrurr. Yes. I have been discussing this from a 
ground viewpoint, and the situation with respect to the air is such 
that I am glad you interrupted me at this point so I can make it clear 
that in all of our planning air power is the dominant factor. 

It is the skillful use of this air power that we envisage as being the 
extremely important factor in warfare. 

(Discussion off the record.) 

General Grurnruer. There is in Europe a population of 175,000,000 
and we have facing us a very Ratan enemy from the standpoint 
of culture, and so forth. Our belief is if we can get the 175,000,000 
Europeans going, not to mention the productive capacity of the 
United States, there is practically nothing we cannot do. 

So General Eisenhower considers his job largely one of building 
morale. He visualizes at this stage that the leadership of the United 
States furnishes that lift necessary to raise the morale of Europé. 
Having United States participation in the defense of Europe, particu- 
larly with ground troops and air troops stationed there, is a factor 
which he believes is going to assist tremendously in raising that mo- 
rale, It is one of the reasons why he is there. 

Tn our planning we are looking ahead to the time when we can have 
what we refer to as a forward strategy, a strategy which is going to 
hold as far as to the east as possible. That is what we are working 
on now. 

The question is, What is it going to require? It is obvious it is going 
to require more in ground troops and more in air forces than we have 
now. That is where we come up with what we refer to as a require- 
ments plan—what it will take to do the job. 

We have worked out figures, which are tentative only—— 

Mr. Vorys. What is the yellow line? 

General Gruentuer. It is simply the boundary between the British 
zone and the American zone. There are three zones in Western Ger- 
many, a British zone, an American zone in the center—I should say 
American-French zone in the center—and a combination French- 
American zone in the south here. 

You see here what the requirements are on this chart; we have also 
listed the development that has taken place in Europe. 

(Discussion off the record.) 

General Grurnruer. We firmly believe if we get a posture of 
defense of anything like this order of magnitude, the war is never 
going to come because it is going to be so expensive for an enemy 
to undertake an aggressive act of that kind, regardless of the surprise 
advantage. Of course, he is always going to have the advantage 
of surprise and all he has to do is make up his mind some night to 
attack. Still, if we have our airfields located properly—these troops 
will be on the alert all the time—it is going to be a tough proposition 
for the enemy. 

(Discussion off the record.) 

Mr. Reece. Will you mind discussing the air power somewhat 
more in detail? You are about the only one who has referred to it 
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at all in our entire testimony here. So far, the discussion has been 
on a scanty basis at the best. 

(Discussion off the record.) 

General GruentTuER. We are trying in every possible way to build 
up air power to be able to neutralize that threat. Because one of the 
first things that would happen would be the battle for air supremacy. 

At this time, today, the 51st of July, it would not be a very even 
battle. As we build up that air power it is going to be tougher and 
tougher for them. That is a very important part of our program. 

Throughout this whole area now there is planned the building up 
of air fields. 

In an organization like NATO there are many difficulties. For 
example, who pays for the airfields? There is a French term—*“infra- 
eeate”—which many of you may have heard, which includes these 
installations. Infrastructure also includes, in addition to airports, 
signal communications, depots, and so forth. 

One of the big political problems—it is not one our headquarters 
is seized with, but Ambassador Spofford, United States Deputy to the 
North Atlantic Council, is working on it urgently, is how the infra- 
structure—these fields, these depots, these signal communications, 
etc..—is going to be financed. 

It represents a tricky problem, Just take one item alone, signal 
communications. If you are going to have cables, and you must 
have them, you have a problem. Here is where General Norstad’s 
headquarters is at Fontainebleau, close to the place I am pointing. 
He must be able to get instructions out to his air organizations here; 
radio is one way, cable communication another. 

Suppose we build these cable communications in time of peace. 
They are being used by the PTT, the commercial concern. Who 
should pay for those? PTT is not interested in having them in. 
They have enough communications right now. It is that type of 
complicated problem that comes up. We are not in a position to 
solve that. Our job is to say, “We need this many fields. We need 
this kind of communications. We need this many depots.” It is up 
to the government, the North Atlantic Treaty Council, to decide how 
they are to be handled. 

Mr. Cuirerrizip. How are you coming along now, since the elec- 
tions, with the air bases ¢ 

General GruentHer. As far as the French are concerned, Mr. 
Chiperfield, their attitude has shown some change. When you were 
there, Mr. Chiperfield, and you other gentlemen were there, the 
French were rather sensitive on the question of sovereignty because 
the Communists kept talking all the time of the American invasion 
and referring to the fields and adding fuel to that fire. e 

That has dispersed now. The French do not pay too much attention 
to the Communists on that score now. 

But the question who pays for them is still a problem that is bother- 
ing the French Government. The French Government in its budget 
this year has 2,600 billion francs. The Government has thus far voted 
taxes for only 2,200 billion. So they have an immediate deficit of 400 
billion, without considering anything like airfields. So they shy off 
# little bit on the financial question. 

We keep pushing all the time and saying, “Gentlemen, these have 
to be built.” 
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I raised this point only because of your question, Mr. Reece, to show 
that we are doing everything we can. Without the airfields we are 
not going to be able to use the air power. 

if you could snap your finger and make these bases, we still would 
have other problems, such as making the planes and training the 
pilots. And training pilots requires a long time. 

It is a problem to which General Norstad’s headquarters, which is a 
subordinate headquarters of General Eisenhower’s, is devoting its 
major time and effort. 

Rest assured, we are thinking and concentrating and worrying all 
the time about the improvement in air power, because we feel that it 
is the major factor in preventing the war from starting. If it does 
start, however, it gives us a chance to fight it on a very favorable basis, 

(Discussion off the record.) 

General GruenTHER. We recognize this: In trying to mastermind 
the Soviet philosophy there are many pitfalls. With 12 men in the 
Kremlin making the decisions, for anybody to stand up and say that 
he knows what they are going to do is, of course, a type of lunacy. We 
claim no ability to forecast that. 

(Discussion off the record.) 

General GruentueER. But there is nothing to do about it except get 
ready and to be able to cut down this great disparity in strength. 

Mr. Vorys. General, there is one thing you have not mentioned, I 
wish you would say something about it. As I understand it, on ground 
fighting or any other fighting the offense has to have at the point of 
contact a tremendous overbalance of forces. Am I wrong about that? 

General GrurentueR. I think that is a very good point, and a very 
good additional answer to the point Mr. Chiperfield brought up. 

There is one other point which is appropriate in that same connec- 
tion. That is, the Soviet division is smaller than most of the divisions 
that are going to be facing them. The Soviet division runs about 
12,000, generally speaking. The Allied divisions run from 15 to 18 
thousand. Our American division, you know, is a little over 18,000. 
The British is about the same. 

ne  Seacmueaaa Would carrier-based aircraft from the Navy be 
helpful ¢ 

r,t Gruentuer. Yes. General Eisenhower’s philosophy is 
that he will get a great deal of help out of naval-based carrier aircraft, 

Mr. Merrow. General, is there not considerable danger in this 
because the Soviets also know that the longer this goes on the less 
advantage they will have? In other words, we are going to be better 
mL and if they are going to strike they had better do it in the 
near future, it seems to me. 

General Gruentuer. That presents quite a dilemma for the Soviet 
high command. If the Soviet command were convinced we were going 
to attack, that is probably true. I believe, and I have had a fair 
amount of contact with these doctrinaire Communists, they feel pretty 
strongly that time is still on their side. 

First, it is not on their side as it stands right now. They have com- 
mitted a very gross error. In history, I think the fight in Korea is 
going down as one of their major errors, because it has started a chain 
of events which before it is finished, will have brought about the 
greatest aggregation of power against them the world has ever seen. 
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There are some possible pitfalls between now and the time when we 
will arrive at that condition. If the allies fall out, and a coalition 
of this type is certainly a very delicate business to handle, and if the 
rearmament in the western countries brings about economic distress, 
the Soviets will have had a considerable degree of comfort. 

(Discussion off the record.) 

General Gruenruer. Take, for instance, a Communist official I 
knew in Vienna. His belief in the excellence of the Soviet system, 
and particularly the Soviet economic system, was such that there is 
no question but what he believes firmly in communism and in the 
eventual deterioration of capitalism. The world could not continue, 
as far as he is concerned, with that, any more than with mercantilism, 
slave ownership, and feudalism. ‘They have all gone into the limbo 
of obsolescene according to him. And as far as he is concerned, capi- 
talism is going the same way and it is just a question of time. He had 
no particular animosity toward the United States, except that the 
United States has an awful system. As time went on, he felt the 
United States would recognize the validity of the Soviet system. A 
man like that in power has to take some very big chances to start a war 
now. He is an extremely high-ranking man, a colonel general, who 
is right next to an army general, and then comes the marshals of 
the Soviet Union. 

Whether his associates believe the same thing or not, the responsi- 
bility of unleashing a war for which they cannot logically foresee a 
successful conclusion gives them a great deal to think about. 

However, you can get into a long argument as to whether time is 
on our side, or whether time is on the side of the Soviet Union. 

My own conviction, and I am absolutely positive of it in my own 
mind, is that time is on our side if we can make the proper use of it. 
If we go down and are not able to continue with the degree of resolute- 
ness that is required, and cannot see through a coalition of this type, 
and I can assure you that the frustrations are many in connection 
with it, then the Soviets may be right. 

I think they have a difficult problem in trying to resolve this per- 
plexing dilemna which faces them now. 

Mr. Jupp. General Marshall, on the other side of the Capitol, said 
that for 6 divisions or about 108,000 combat forces, we had to have 
232,000 men in supporting units, artillery, antiaircraft, and all the 
other things. 

When you are talking about the total armed forces in Europe is that 
in the sense that General Marshall was talking about ? 

General Gruentuer. I am talking, Dr. Judd, in divisions. I am 
not sure what General Marshall was talking about. So I will not 
answer that I am talking about in the sense that General Marshall was 
talking about. We are talking about divisions that are properly 
supported. 

Generally speaking, this is a general rule that the American Army 
has been following. European armies do not follow that completely. 
On account of our base of supplies, and of course we will supply our 
own American troops, we will have a long supply line. 

Considering the fact that there will be a great deal of air power 
over there to protect with antiaircraft and so forth, it is estimated 
it will run on an average of between 40,000 and 45,000 men for a 
division. 

85708—51—— 96 
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It means, therefore, if you have a division of 18,000 men, there is 
something over 22,000 men in support of a division. There is no fixed 
rule on that, because certainly there is no relationship between the 
amount of antiaircraft that you need to protect a major port and the 
divisions that are up ahead on the line. That is about an average. 

Now then, your question, are the European divisions based on that 
kind of calculation; in other words, are we going to base X times 40 
for those supporting. That is one of the problems we have to face.. 

(Discussion off the record.) : 

General GruentTuer. We do not think in the case of the Dutch for 
instance that it is necessary to have the same number of auxiliary 
troops as we have for a United States division. However, it is going 
to be some figure, Dr. Judd, in addition to the division. 

The Soviets, since.you have brought the question up, probably op- 
erate on a more austere system than do the Western Powers. 

(Discussion off the record. ) 

General Grurntuer. The Soviets have a smaller slice tied to their 
lower standard of living. They take less care of their troops, they 
recruit and take on local civilian labor without any reference to the 
situation ; the gun is the persuasive power they use. 

Mr. Vorys. General, before you get to that, a British officer told me 
that they thought one reason why the Soviets did not move was that 
they did not have an administrative set-up for all Western Europe. 
Is that a factor at all? 

General Grurentuer. I suppose it would be a factor and they cer- 
tainly would have their “own if they moved in and did not have an 
administrative set-up. However, in the last war they seemed to 
survive that lack pretty well. They, as you know, were thrust back, 
and I think we have to realize this. If you realize what happened 
to the Soviets from June 1941 until December 1941 you would see 
that the Soviets lost 5 million men in killed, captured, and wounded. 
They were people they had no control over. They were gone—finis. 
That is not to mention untold quantities of ammunition, equipment, 
and so forth, and not to mention all of this administrative personnel. 

Still, they held the lines at Moscow, and within a matter of months 
started an advance which carried them right on through to Berlin. 

Now, they did not have an elaborate organization. They did it by 
ruthlessness and disregard for human life. They have a very definite 
theory that the individual exists for the benefit of the state. A friend 
of mine will argue for hours on the thesis of the dignity of man versus 
the dignity of state. That is their whole philosophy. 

So as to the administrative part of being able to control hostile 
populations, they have a system that is rather convincing ina way. It 
did not bother them too much, because if they got any sniping, and 
they did get plenty, they just exterminated whole groups of people. 

So I would say while that is probably a factor as to why they do 
not go to war now, it is probably not the deciding one. 

You recall in 1946 Stalin made this pronouncement to his people. 
He said: 

In order for the Soviet Union to be protected from all possible accidents we 
should have a steel production of 60,000,000 tons a year; an oil production of 
60,000,000 tons a year; and a coal production of 500,000,000 tons a year. 


Whether he was giving a blueprint or not it is difficult to say, but 
what are the facts’ What do they have now! They have a steel 
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production of less than half of that, or about 28,000,000 tons a year; 
they have an oil production of a little over half, somewhere about 40,- 
000,000 tons; and a coal production of a little bit over half, or about 
265,000,000 tons. 

So, in trying to reason out why they are not attacking, I think more 
than this administrative set-up that you are talking about. You 
would find it in the field of industrial potential and ability to fight a 
long war and ability to take care of the colossus, namely, the United 
States, which is a very significant factor that they cannot overlook. 

From our standpoint what we are doing to this military aid program 
adds up as follows: The programs which have been passed by the 
Congress up to date will provide for the major items of equipment for 
a certain number of divisions. ‘Fhe program which is proposed before 
your committee now and before the Congress would complete these 
divisions and provide the major items of equipment for almost an 
equal number of additional divisions. 

Then, it would provide partial equipment for several more divisions. 

If you look at what we are shooting toward, we are really aiming 
toward having available enough equipped divisions to stop a major 
attack. The countries have the manpower, although they do not 
necessarily have the money to pay for all of this now. They will have 
the manpower and structure by the end of this year, for about 50 per- 
cent of what they need, of which at least half and maybe even more, are 
very grossly underequipped now. 

So, recognizing this threat that faces us, we are very eager to see this 
program proceed as rapidly as possible. In fact, if the economy could 
stand it and the production could stand it we would prefer to see it 
for a larger number than this. 

When the suggestion is made it would be well to spread it over a 
period of time our philosophy is that we think it is extremely danger- 
ous and extremely inadvisable to spread it over a longer period of time 
than it is spread over now. 

General Eisenhower's basic philosophy is this: The problem is such 
an urgent one in terms of United States security and the question of 
being able to narrow this gap in the disparity of power between the east 
and the west is such a very, very important one from the standpoint 
of raising morale, that the United States should be filled with im- 
patience to get the job over, so that we are not committed to this 
thing forever and so that we are able to bring these people up to a 
degree where they can defend themselves. His thesis is that over the 
long term Europe must be able to defend itself; that this is a matter of 
heart and brains, and that you cannot import these qualities. Because 
these people have been overrun and because of the vicissitudes of eco- 
nomic dislocation they have had terrific psychological setbacks that 
you know so well. He feels that we in the United States must exercise 
our leadership at this very, very important time, and that, without 
regard to any particular fixed amount, we should get them equipped 
as rapidly as they can take it on. 

His very strong belief, therefore, is that if this is a considered pro- 
gram from the standpoint of production, which is a point that other 
witnesses have anmaetadiy testified on, that it should go forward and 


should not be prolonged. If anything, if there is any way to expedite 
it, it should be expedited. 





1512 THE MUTUAL SECURITY PROGRAM 





Mr. Herter. May I ask there, are you referring specifically to the 
a made in the Senate that this be spread over a 2-year 

rl 

General Gruentuer. For any period. I am referring to this, Mr. 
Herter: Of course, we are not able to keep in touch with all that is 
going on here, but we hear, from time to time, suggestions that it be 
spread over a longer period, or that a certain number of billions of 
dollars be cut off. Of course, as to that longer period, if you do it 
over a 2-year period it has the effect really of reducing divisions and 
air squadrons by a very significant number, say, between 12 and 15 
in the case of divisions. That is a reduction we can ill afford at this 
time. 

The general feels that the European countries have had a consid- 
erable increase in morale in the last year, and that the curve is very 
definitely upward. A terrific amount still remains to be done. There 
is a question as to how some of it is going to be done, because consid- 
ering the small reserve that they have—and I am sure other witnesses 
have testified to that—there are many great problems still to be 
resolved. 

However, his belief is that it is our job, and not simply because of any 
debt to civilization, but because of enlightened self-interest. He stated 
repeatedly and has told you gentlemen who were over there that he is 
viewing this as a matter of the security of the United States, and it is 
not a — of any philanthropic process of defending somebody 
else. It is from the standpoint of sheer enlightened self-interest, and 
that it is to our very great interest to speed this up as much as possible. 

(Discussion off the record.) 

Mr. Vorys. On this spreading it over business, not only is it going 
to be spread over in that there is today a shockingly small amount of 
what we have already appropriated for that is already there for you, 
but the program of deliveries will spread it out to beat the bend. I 
am just looking here at Mr. Lovett’s public statement before the 
Appropriations Committee, and he said: 

The lead time on our major required items is fairly stable. It takes 18 months 
in order to deliver. 

So that this is going to be spread over an awfully long time even 
the way it is going up to date. 

General Gruentuer. It is our understanding, Mr. Vorys—and 
Iam only repeating what we have been told on this—that this program 
that is under consideration now will be substantially delivered in a 
relatively short time. Whether that will cover all of the long lead- 
time-items I do not know, but in our checking into it and in our push- 
ing for it that is what we have been told. It is our understanding that 
the 1950 program is now over 50 to 60 percent delivered; that delivery 
of the 1951 program will be completed by next July, that is, a year 
from now; and that this program under consideration now would be 
substantially completed not too long thereafter. 

I will not say that those figures are correct, but that is what we 
have been told and that is what we have been pushing for. 

We believe in a year or a year and a half we would have a very 
significant hurdle for the Soviets to overcome. It does not win the 
war if the war comes. It may not even prevent it at that time, but it 
is going to cause them to think twice, or maybe three times, before 
they start it, especially if we can get air power in there. 
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Chairman Ricuarps. Mr. Chiperfield. 

Mr. Cuirerrrevp. General, last week in the papers there was a state- 
ment about one army, one uniform, and one flag. What was meant by 
that statement, and who made it ? 

General Gruentuer. I do not know who made it, but what is un- 
doubtedly referred to is the European army. 

Mr. CurrerrietD. Would we be included in that ¢ 

General Gruentuer. No, sir. The name we have suggested for it is 
the European defense forces, because again there is psychology in it. 
People understand a division, and there is a tendency always to refer 
to power in terms of divisions. It is a standard that many understand 
popularly. They have called it the European army concept. We be- 
lieve it should be called the European defense forces. 

The idea is, Mr. Chiperfield, is this: This problem of closing this gap 
or of getting these forces we have shown here—and this does not get 
them by any means—brings in the question of the Germans and how 
do you get the Germans into this sort of thing? 

It has been estimated—and the Germans and the French have done 
this—that if they will have an allegiance to a union instead of a na- 
tional allegiance, that this fear and this antipathy between these two 
countries, France and Germany, would be alleviated, so that you can 
use this German manpower. That is why these conferences have been 
taking place. 

General Eisenhower supports the idea of this and while our head- 
quarters has not been in this all along, we are going to be in it from 
now on. 

However, with respect to the question you are talking about of one 
flag and one uniform, it is a European idea, and this is for the use of 
European forces. So, if this situation developed—and it is going to 
require some great leadership and imagination to develop it because 
there are many complications in it—you might have United States 
forces and maybe British forces and European forces. The Euro- 
pean forces might all be in one uniform. 

Certainly the symbol of having them in one uniform under one 
flag is very fine. General Eisenhower firmly believes that many of 
the problems of the integration of Europe and raising the morale of 
Europe and perfecting the defense of Europe would disappear if 
customs and boundaries disappeared. 

The European defense forces are in furtherance of this concept. 

Mr. Crtrerrrecp. We would be fighting under no flag but our own ? 

General GruentHeR. That is right. 

Mr. Jupp. We hammered away at the necessity for unity of the 
European forces in this room 2 years ago. Finally we wrote into the 
legislation and the committee report language to deal with it, because 
one of the greatest handicaps to getting across the whole military- 
aid program was the ee: of divided forces under separate 
commands. 

We said, or some of us did at that time, that there was no sense in 
starting on this at all unless we were reasonably sure that if war broke 
out there would not be half a dozen different armies going in different 
directions under separate commands. Instead there must be a unified 
command. Judge Kee himself came up with some phrase like “uni- 
fication of direction” as one of the requirements that the committee was 
insisting on from the start of the program. 
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So it is not General Eisenhower’s idea just now. It was insisted 
upon here more than anywhere else. 

General Grouenruer. Of course, you understand General Eisen- 
hower does net make any claim to credit for any of the idea. 

Mr. Jupp. Or blame. 

General Gruentuer. Or blame either. He has recently been asked 
whether he would support it, and he has said he will support it. 

Mrs. Bouron. That does not mean, however, that General Eisen- 
hower said all troops are going to be under one flag, as has been pub- 
licized on this side of the water. 

General Gruenruer. I am not familiar with that quotation. He 
has not said that. As a matter of fact, General Eisenhower, on the 
question of uniforms, believes it is.a technical point. They have had 
some committees of French, Germans, Belgians, and Italians confer- 
ring for the last 6 months. I happen to know what is in that report 
about uniforms, but I am sure General Eisenhower does not even know 
what they are saying about uniforms because we have never dis- 
cussed it. 

As to the question of United States troops—if that is the import of 
the question you asked—it has never even been mentioned. 

What General Eisenhower does feel—and the Schuman plan is an 
illustration of this—is this: He feels that the more the United States 
can back a project of this sort from the standpoint of helping to 
resolve very complicated problems, the more sure it is to go over. 
The Schuman plan had no chance of adoption unless the United States 
supported it. 

Mrs. Bovron. That is part of the United Europe idea, is it not? 

General Gruentuer. Of course. That is the United Europe idea, 
which he is for, but he is not the only man who is for it. 

Mr. Reece. If the general is not advised, in fairness to him, I think 
it might be said that one of the Senators quoted General Eisenhower, 
after the return of the senatorial party, as stating that he was in favor 
of one army, one flag, and one uniform. I do not know in what words 
he was quoted, but that was the substance of his statement. 

General Gruentuer. If he said that, Mr. Reece, he was thinking 
of it in terms of the Europeans, because that would be in character 
with his belief for the Europeans. The more the Europeans can get 
united, the better. 

Mrs. Borron. And anything else would be out of character with 
the man. 

General Gruentuer. Oh, yes. He would never say that. I am sure 
it is just a misunderstanding. I have not see the quotation. 

Mr. Futron. May I ask if this could not be done? The people who 
have been up here to brief us on this program have had one figure in 
mind, and that has been the $8,500,000,000 figure. As these alterna- 
tives are shaping up I believe rather than just casually answering 
them that it would be well for the services to provide a program on 
each one to show the variations and to show what the defects are from 
the one that is the best program. 

For example, there is going to be a billion-dollar cut put in. There 
is in addition going to be one of $2,500,000,000 or $3,000,000,000. So 
that would be other alternatives. 

The other plan is the Taft-Smith plan of extending the program 
over 2 years and, in the alternative of that, a 50-percent cut for the 
year in funds. 
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One would be to extend the program over 2 years and let you do 
your own ordering and talking care of your own lead time. 

I think on about four of those major issues which are now in the 
public mind that it would be well to have you people meet them spe- 
cifically. I have asked that that be done because otherwise we hear 
indirectly of what somebody said to Senator Lodge, or maybe we hear 
casually that it will cost us divisions or cost us air wings, but it has 
to be gotten up just as the $8,500,000,000 figure is gotten up, showing 
what it really does to our programing or commitments on your lead 
time and on your heavy equipment; what troops would be ready in 
Europe that you would not have the equipment for, and so forth. I 
think if it could be done that way it would get us off this hook, where 
we in the committee are briefed thoroughly on one program of $8,- 
500,000,000, but when we get off that as military alternatives, we just 
founder. 

General GruentHer. In answer to that, Mr. Chairman, I am sure 
that the Defense Department here would attempt to get you any pro- 
grams that are required. Since you are referring to us, of course, we 
do not prepare the programs over there. We are an international 
headquarters, Mr. Fulton, and General Eisenhower is in command of 
this force. 

We have gotten up the military requirements. We have not con- 
verted them into money, nor are we aware of the various alternatives. 
I am sure, though, there is talent available in this city that could work 
those u 

Mr. Fuuron. General Eisenhower, however, answered this 2-year- 
spread theory. 

General Gruentuer. Yes. We could answer the 2-year-spread 
theory pretty well, and we would have comments on any one. Let us 
say you mentioned one, that there would be a cut of a billion dollars. 

r. Fuuron. That is the Douglas amendment. 

General Gruenruer. Yes. If the cut of a billion dollars came out 
of the military side then we would be able to indicate what the effect 
would be on the program. If you had a spread over 2 years we cer- 
tainly are able to make a reference to that. 

Mr. Fuuron. Then there was one that had to be denied in our com- 
mittee hearings, that our committee members were supposed to be for, 
and I do not think that was the case. That was a $3 billion cut. That 
has been variously estimated at a $3 billion cut and a $2.5 billion cut. 
These cuts that have been mentioned so far have been indicated as 
across-the-board proportionate cuts. 

General GruenrHerR. Yes. Of course, you get into this kind of a 
question. If a cut comes you will have to reevaluate the whole pro- 
gram, because if you start off on one assumption where you might have 
started, let us say, to equip partially 10 divisions, then you might say 
it is not advisable to equip nage 10 divisions because they would be 
virtually broomstick divisions. I do not say that would be the case 
because I do not know what the effect of a billion dollars would be on 
it. I do not have those figures, but there are people in Washington 
who are doing that pretty well all the time, and who have that type 
of information. 

So, if the committee desires it, Mr. Chairman, I think you can get 
that information. I am not able to help you actually. I cannot answer 
that question. 
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Mr. Herrer. Can I ask you a converse question to the one he asked? 
We have so much coming off our production lines at the present time 
and so much is projected for the next few years with the money that is 
being made available, or that is made available. In connection with 
some of these end items, such as tanks, planes, and so on, if our military 
people in this country decided that they could spare more for you in 
dollar equivalent than there is in these appropriations today, from 
what is coming off our production lines, would you have the manpower 
available to take advantage of that at the other end? 

In other words, if you were given flexibility on the top side, could 
you take advantage of that? 

General GroenrHer. Yes, sir; if we knew it far enough ahead of 
time. What we have to do, of course, is involved in the question of 
calling up additional divisions and making a program. We have to be 
able to present that to the governments in advance. 

Mr. Herrer. What is your lead time, then, as against the 18-month 
lead time? 

General Guentuer. It depends on budgetary programs and fiscal 
years, which run differently for different countries. For example, for 
the French, if we were going to try to push the French into an 
expedited program we should be getting it in to them pretty soon. 
They practically close their budget come September for consideration 
by the Assembly shortly after the first of the year. 

Of course, their budgetary period is in a turmoil right at the mo- 
ment because they do not have a government. Whether they will be 
able to meet that schedule or not I do not know. So I cannot give 
a categorical answer on the lead time, but if there is a lead time we 
have to meet it. 

Mr. Herrer. You can speed up your operation, though? 

General GruenTHeER. Yes, sir. 

Mr. Herrer. The reason I asked that is this: You have enough 
experience in the Pentagon to know many times the programing is 
changed from the point of view of priorities. 

General Grupntuer. Yes. 

Mr. Herrer. A cease fire in Korea might change it considerably, 
for example. There might be changes in appropriations heretofore 
made, and considerably more might be released from this side to 
help you with your problem in the domestic situation and in Indo- 
china, or wherever it might be. 

I think it is important to know if more could be released to you 
from the point of view of firming up your whole position, if you 
could take advantage of it’ 

General GruentHer. Yes. My general impression is we could. As 
a matter of principle, Mr. Herter, we believe it would be to the United 
States interests to be able to do that, because it is surprising how 
much moral effect equipping a division has. 

Take Italy, for instance. I do not know whether you went down 
there, Mr. Herter, or not, but you got a very fine impression, those 
of you who went down there, from the Italians. 

Just a week ago today General Marras came into my office. 

(Discussion off the record. ) 

General GruentHER. He had some questions on priorities of equip- 
ment for Italy. 
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Of course, why the priorities went the way they did I did not have 
a chance to check up on, but just to have been able to take on an 
increased delivery in terms of certain equipment for those Italian 
troops would have helped out a great deal. 

General Eisenhower went into an infantry outfit here and he found 
three different types of machine guns in that one place. They were 
not kicking about it. They were quite willing to have them and 
utilize them, but they should have all one type. 

Mr. Herter. One more question along that line. Again, from 
your experience in the Pentagon Building 

General Gruentuer. I should not think you would keep on remind- 
ing me of that. 

Mr. Herrer. Assuming that the Department of Defense has so much 
available in the way of equipment for all purposes, it then sets up its 
line of priorities as to where that must go. If it had a free hand 
to equip you within the limits of what it felt was prudent, from its 
total production, it could give you advance notice as to what it thought 
it could let you have. Would that not be a much better measure of 
what you were trying to do than a pure dollar measure that you are 
held down to year by year? 

General GruenrHer. Yes. As far as we are concerned, the dollar 
does not mean very much tous. Ido not want to say we are disregard- 
ing the dollar, but I mean we cannot convert from dollars into items. 

{r. Herter. Those things you are interested in. 

General Gruentruer. Yes: those things we are interested in. 

Mr. Herrer. But again, if you put on a different hat and were sit- 
ting in the Pentagon Building today, you would not release a single 
thing, no matter how many dollars were appropriated, if you thought 
they were needed for our own defense here inthe United States, or for 
priority overseas ¢ 

General GruenrHerR. Yes. I am not so sure about the last one. If 
understood the question it was this: If I were sitting in the Penta- 
gon with another hat on I would not release a thing. 

Mr. Herrer. Unless it were in our national defense interests to do 





it. 

General Gruentuer. Yes. I would agree with that. 

Mr. Herter. In other words, you would establish there priorities 
which were in our own national defense interests in sending equipment 
abroad ¢ 

General GrueNTHerR. Yes. But as a matter of policy if I were sit- 
ting where that hat is, as you know, I would have as a liberal policy 
the question of determining what is best for the purpose you men- 
tioned, of our own national interests. 

Mr. Herter. Our own national interests / 

General GruenTHeErR. Yes. Because I am firmly of the opinion— 
and having been over there I am convinced it is the right thing that 
the surest way to get these people so that they can defend themselves 
is to put them on their feet, and the faster we can do that, the better 
it is for our own interests. 

Mr. Herter. For our own defense interests? 

General GruentHeER. Yes, sir. 

(Discussion off the record.) 

Chairman Ricwarns. General, you mentioned a thing that worried 
me a long time ago. You mentioned the fact of this Italian general 
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coming and seeing that another army had so-and-so, and you men- 
tioned that you do not know why that was. Why should not General 
Eisenhower have the final say-so on that? 

General Gruentuer. He would, sir. This was something that was 
started long before we got over there. We are into that fairly well 
now. On a thing like that we will have quite a bit to say, as a matter 
of policy. : 

t chenia explain just a little bit on that. From the standpoint of 
staffing, we are trying to run his headquarters on an extremely austere 
basis. We have, as of the day I left, 230 officers in the headquarters. 
That is for everything. To monitor this type of operation you are 
talking about would take a large number of officers. Actually, we 
have five. They can only handle policy matters, and when they get 
a complaint like this, they can only pass it on to somebody else to 
get an answer on it. That is the way we do it. 

We are seeing, though, where these difficulties come up, that before 
any decision is taken, they are referred to our headquarters, that is, 
the American side of our headquarters, which is just five officers. 

Chairman Ricnarps. That is just consultative, is it not? 

General Grurentuer. Yes, sir. There is no question about their 
going around us. They will ask for just as much advice as we are 
able to give. Our liaison with General Kibler, who is working for 
the United States Chiefs of Staff in London on this very sieditnte. 
is such that he always refers that kind of subject to us. 

Chairman RicHarps. Suppose the Belgian group was not doing 
what they should ? 

(Discussion off the record.) 

Chairman Ricrarps. Can General Eisenhower say, “You have to 
do this, or you do not get so-and-so” ? 

General Gruentuer. That is right. 

( Discussion off the record.) 

Chairman Ricwarps. And you cannot operate as things are now to 
make decisions like that ? 

General Gruentuer. Oh, yes, sir. General Eisenhower’s recom- 
mendation in a matter like that is a pretty firm matter. 

Mr. Furron. Why is he so far down on the personnel chart in this 
NATO business? That has worried us on the committee here. I agree 
with the inference of the chairman that it takes him down almost out 
of the policy-making group. 

General Gruentuer. Of course, that is true. This is a little com- 
plicated. He is down here. There is no question about it. He was 
put there to command the troops in Europe. There was at least one 
very distinguished American who came and advocated this: He said, 
“It is foolishness to have Eisenhower here. He should be up here as 
the executive chairman for this group.” 

Mr. Furron. The quarterback. 

General Gruentuer. That was his thesis. Of course, that is in- 
verting the pyramid quite a bit too. However, this gentleman believes 
that very strongly. In fact, I am inclined to believe he appeared be- 
fore your committee. If not, he appeared before the Senate commit- 
tee. That is one way of doing it. 

Now, that is actually what happened. Even though he is on this 
chart down here, in practice you will find that these people are con- 
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ferring with him all the time. They do not know where he is on the 
chart and do not care particularly. 

Mr. Fuuron. May I comment on your chart? Theoretically, on a 
military basis he would have first to correlate and check with three 
other opposite numbers there, so that the four of them would then go 
through three steps to get up to where the final decision is made. They 
would then have to correlate on each side issue as they went, first 
correlating on the second level, and in four places on the third level, 
before they got to the Council. 

General Grouentuer. Of course, you are talking about correlating 
here. Was that the first correlation ? 

Mr. Vorys. Will the gentleman yield? 

Mr. Fuuron. Yes. 

Mr. Vorys. You mean three steps sideways and four steps up. 

Mr. Furron. That is correct. 

General Grurenruer. Of course, you understand in this business, 
if this were a cominform, the Soviets would have a little different 
chart than you do have there in a democracy. When this thing is 
working, you have the question of persuading and leading rather 
than merely ordering and telling. 

Mr. Furron. General, might I just comment on what Mr. Vorys 
said? On the first step up, John, he has two correlations to make side- 
ways, and on the second step up he has three correlations to make 
sideways. 

Mr. Reece. Will the gentleman yield? 

Mr. Fuuron. Yes. 

Mr. Reece. But under the chart of command here in the United 
States the commanding general would be down at least three steps. 

General GruentHer. Yes, and there is a little question involved 
here, and a little principle involved which you gentlemen would be 
the first to warn about. You are not going to have the military run this 
country, and the military do not want to do it. So I do not know, 
and I am not so sure what Mr. Fulton’s suggestion is, but I recall that 
this man whom I mentioned would have him up there, and the min- 
isters would be coming around and bowing to him and asking for 
permission to speak. 

Mr. Fuvron. I compliment you in a way. I think the people of 
the United States want you and General Eisenhower to be pretty 
much running the show over there, and in where the major decisions 
are made, and they want you to be initiating and implementing it. We 
have confidence in you and we are lucky to have you there, and we do 
not want you clear down here and outside of it like this. 

Mr. Houirtetp. The very fact that you are placed where you are, as 
far as the chart is concerned, is that not of a great psychological ad- 
vantage as far as the people of Europe are concerned, that is, putting 
yourself in a position where you are not dominating the show 
ostensibly, even though you may be from an advisory standpoint ? 

General Gruentuer. I think that is a very important point, Mr. 
Holifield. As many of you know, the question of United States domin- 
ation is really a fairly sensitive point in many parts of Europe. One 
thing that has disturbed me is that United States motives have been 
*so generally misunderstood. There are any number of people who are 
still very mistrustful of our motives from the standpoint of peace. 
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General Eisenhower has been hammering that he is for peace, peace. 
He is getting this point across, I would say, remarkably well. tai 
trust him. They say, “Yes, he probably is.” However, there are still 
a great many of them wondering about whether the United States is 
really for peace or not. <A lot of them say, “Well, he is for peace. 
Yes, he is. But the United States is not.” 

That comes in very much on this point. 

The good effect that he is having on the so-called common man of 
Europe is really very, very significant. 

Mr. Houtrtevp. In the last analysis, that is where the whole strength 
of the NATO movement will be. It will be on the convictions and 
morale of the ordinary man. 

General Gruentuer. That, I think, is very well stated. 

Mr. Houtrreitp. And we might hurt that morale quite a bit if we 
put ourselves ostensibly at the top and say, “Now, you boys do this,” 
rather than saying, “Come on and let’s do this.” 

Mr. Futron. Will the gentleman yield ? 

Mr. Ho.arterp. Yes. 

Mr. Furton. I am certain you are not trying to justify the crazy 
patchwork quilt of the NATO organization and the Council of Europe 
organization 

Mr. Houtrrevp. No. 

Mr. Fuuron. And the organizations which act as a liaison between 
all of these countries and us and then between each of them. It is 
terrific if you try to diagram the thing up. 

Mr. Hortrretp. Sometimes the diagram of a thing does not repre- 
sent the real situation. I have found that out too. I am not justifying 
this diagram, but I am thinking through to the point we are trying 
to accomplish, and that is the encouragement of these people to go 
in with us on a mutual effort, an effort which we cannot direct them to 
go into, but which we must obtain their voluntary enthusiastic support. 

Mr. Jupp. To show how little the people understand this diagram, 
when we were in Europe one of us asked the top brass. and the top 
civilian, what this army is generally called by the people. We asked, 
“Ts it called the European army, or the army of Europe, or the NATO 
army?” They said, “It is called General Eisenhower’s army.” That 
is how the ordinary people in Europe think of it. 

Mr. Hotirretp. Apparently he is at the top then? 

Mr. Jupp. In the public psychology that certainly is the case. 

General Grurntuer. He has had a tremendous impact on them, and 
he has been very modest about it. He has created an atmosphere of 
cooperation. In our headquarters that has been one of the things 
we are after, to get these people who are working in the headquarters 
to feel that deep sense of conviction. 

Mr. Reece. If I may revert to the chart with the red arrows, you 
expressed concern about getting the red arrows faded out ? 

General GrueNnTHER. Yes, sir. We would like to have them a little 
bit shorter, at least, Mr. Reece. 

Mr. Reece. Can they be materially faded until we get an effective 
air set-up which will give you an umbrella in Europe? 

General Gruentuer. No. I think that is correct, and that is cer- 
tainly the thing we are emphasizing. 

Mr. Reece. The thing that gives me some concern, following that 
up again, is that nearly all of the talk and discussion is about divi- 
sions, and relatively little about air power, which is essential. 
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You referred to the plan in certain areas. Can that be effective until 
we get a reasonable air supremacy / 

General Grurenruer. They can make a at contribution, Mr. 
Reece, but they are not going to be the whole thing. 

I do not want to go into any platitudes that it is teamwork that 
counts and that you have to have the three components working to- 
gether, but it is really a fact. 

Mr. Rerce. We all accept that. Everybody accepts that, but there 
has been a wide feeling that air power has been de-emphasized. 

General Gruentuer. But we are as much concerned about the air 
power angle as you are, and perhaps even more. The question of 
trying to defend this with a wall of flesh is absolutely repugnant to 
us and we deplore just as much as you do that the unit of measurement 
is always talked about as the division, because it has a psychology 
which is wrong, as far as we are concerned. 

Mr. Reece. I think if that idea, General, could be conveyed, I think 
it would be very reassuring to the public. 

Off the record. 

(Discussion off the record. ) 

Mr. Reece. The one thing that is probably retarding them, or one 
of the things retarding them, is possibly that they do not have an 
adequate stockpile of aviation gasoline and the background support 
to support a sustained air attack. 

General Gruentuer. Possibly. I think from the standpoint of 
maintenance they do not have it covered nearly as well as our Air 
Force does, or as the British do. But they are getting better, and 
they are getting very much better, Mr. Reece. This MIG-15, and the 
way they have been handling that, and the way it has been built, 
has really been a revelation, and almost a shocking one. Of course, 
their pilots are still not as good as ours, but they are getting more 
experience and showing up better all the time. 

n the maintenance field we think we still have an edge on them. 
That edge does not exist all the way through. 

( Discussion off the record.) 

Mr. Reece. Off the record. 

(Discussion off the record.) 

Mr. Vorys. General, there is going to be offered an amendment 
governing the use of American ground forces in Europe. Maybe 
this happened while you were away, but the limitation which passed 
the Senate was six divisions. We found in the past 48 hours that 
divisions do not mean anything when you talk about limitations. 

Granting that you might not wish any limitation, would a limita- 
tion by divisions, or by numbers, or by percentage, we will say, of 
total NATO ground forces, in Europe be the best for you and the 
most encouragement to Europe? That is, it seems to me there could 
be three kinds of limitations: 

First, none of these funds should be spent to support in excess 
of six divisions in Europe. 

Second, that none of these funds shall be spent for over 200,000 men, 
or 300,000 men in Europe. 

Third, none of these funds should be spent for ground forces in 
excess of 10 percent of the ground forces in Europe. 

It would be that sort of thing. 
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General Gruentuer. Mr. Vorys, my suggestion on that would be, 
if the Congress decides that there is to be a limitation, that there should 
be a clear understanding as to what is meant by a division. If a 
decision is made that not over X divisions are going to go, that it is 
realized that the X divisions have to have supporting troops, so that 
misunderstanding cannot be created. 

If there is to be a limitation at all, my recommendation would be 
that the limitation should be in terms of divisions, with the under- 
standing as to what a division encompasses. 

I would say just from reading the newspapers the last couple of days 
there might have been some misunderstanding about that. 

With respect to one field that you opened, where you said that you 
realized I might feel no limitation should be on at all, on that partic- 
ular point I happen to know General Eisenhower's view. His view 
is that there should be no limitation on the troops, as such. The limi- 
tation he is thinking about, if there was any, is the limitation in terms 
of time. During the time we are trying to raise the morale and 
build these people up, the question of limitation of divisions is a false 
standard. That happens to be what he believes. I recognize there 
isa difference of opinion on that. 

Mr. Vorys. I have felt that the limitation of divisions was a false 
standard in that a division did not mean anything, and the last few 
days have tended to bear out my view. 

This is a very practical problem that the Congress will face, I feel 
quite confident. in the next few weeks. If the troops are in being, 
there is a twilight zone there as to whether Congress can say what shall 
happen to them, but they can limit what dollars should be spent 
for them. 

The proposal is unquestionably going to be made that, because of 
the entirely different conception of NATO that you hear about now 
compared to what we heard about it in 1949, Congress will want to 
retain some sort of control over a further change in the concept. 

There are two ways to doit. One way would be to say we are “agin” 
it and you cannot say anything that is good. The other one would 
be to say this thing is coming along, and whatever we think of it, it is 
going to be done, and we want the formula in a form that is to be as 
good as possible. 

When you talk about the number of divisions in Europe next year, 
are you including American divisions, or is that just European 
divisions ? 

General GruenrHer. No. To explain this so that you have this 
clear, this is a requirement to meet this problem of what to do about 
a threat that is here. So, we say we need divisions. I plead guilty 
to the use of the term “divisions” but it means air power to support it. 

However, we do not care as far as we are concerned what country 
supplies that division. We recognize there are, of course, certain 
realties of life which indicate that, but when we have listed this we 
have not said what countries these are going to be from. That is 
going to be for the governments to decide what proportion of those 
are going to be country A, country B, country C, or country D. 

For example, just take an illustration. Just assume we can get 
20 divisions in being from one country. Then, if this figure is right, 
and you understand it is an assumed figure, that would leave the 
rest of the divisions to be furnished by somebody else. If that were 
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the case and there were 20 effective divisions from country A, the 
problem of getting the remaining effective divisions from Europe 
would not be a major problem. 

Mr. Vorys. Here is the problem. These European countries may 
follow what happens in Congress too. 

General Gruentuer. They do, very closely. 

Mr. Vorys. Let us say they knew a certain number of divisions were 
required to be in being next year and that we had committed our- 
selves to the fact that the defense of Europe was the defense of the 
United States, and they just said, “Boys, there are going to be just 
15 divisions from over here, or 20. Now, the United States can furnish 
the rest or the thing is over.” That would be a bad thing, it seems 
to me, to have happen. 

General GruentTHeER. Yes, sir. 

Mr. Vorys. On the other hand, if they knew what the requirements 
were but they knew that the United States was not going to furnish 
more than six divisions, it might be a good thing for them—lI do not 
know whether it would be six divisions, or 200,000 men, or 400,000 men 
in the ground forces; but, at any rate, if they knew we are going to 
furnish billions of dollars’ worth of stuff, and Navy and Air personnel, 
but there was going to be a limit on the ground forces the United 
States is going to furnish, then I would think that might be an en- 
couragement to have them face the facts of life rather than a dis- 
couragement. 

That is what I think, but I want to know what you think. 

General Grugentuer. Well, that is a way of looking at it. General 
Eisenhower considers the problem a little bit differently. He is ad- 
vising them that they must build up, and is saying, “Gentlemen, 
American aid cannot last forever. Therefore, you have a time limit, 
in which to raise that amount.” 

Now, you are doing the same thing. You and he are both reaching 
the same objective, which is to make Europe dependent on itself for 
its own defense. General Eisenhower and you, I would say, from what 
you have said, do not believe that the defense of Europe on a long- 
term basis can be importable. It has to be done by the people of 
Europe with regard to the ground forces. 

That is his thesis and your thesis. You have a different way of 
arriving at it than he does, though. 

Mr. Vorys. But that is not at all expressed in the law at the present 
time. We thought it was, but it turns out that it is not. 

When General Eisenhower or you say to these European statesmen 
and generals, “That is what we think,” then they say, “Well, that is not 
the way it is at all. The appropriations are made and all the troops 
‘an be sent. You yourself and the others have said that this defense 
of Europe is the defense of the United States. Now, get them over 
here.” 

There is nothing in the law to carry out what your idea, and mine, 
and General Eisenhower’s is. 

General GrueNntHer. Well, I accept your judgment as to what is in 
the law because I do not know, but as to these people arriving at any 
such conclusion as that, which is the secontl part of your premise, I 
‘an assure you they do not do that, because General Eisenhower 
preaches all the time that they are going to have to do that. So, 
within the ministries of those governments there is no question of that. 
It is not a matter within my knowledge as to whether it is in the law. 
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Chairman Ricuarps. Is not General Eisenhower's thinking in line 
with these objectives that you have just stated, so far as the United 
States is concerned, to get them out of Europe and turn that respon- 
sibility over to European troops; but does he not feel in the meantime 
the accomplishment of that objective would be slowed up if there 
were not the forces brought into being for morale purposes and so 
forth, in the interim, and does he not think that in ph to reach that 
objective there should not be a limitation in bet ween ¢ . 

General Gruenruer. That is correct, sir. 

Mr. Jupp. Mr. Chairman, for the purposes of the record, I looked 
up the language on unity of command that was in the original law. 
It says: 

Any such assistance furnished under this title shall be subject to agree- 
ments * * * designed to assure that the assistance will be used to pro- 
mote and integrate the defense of the North Atlantic area and * * * to 
realize unified direction and effort. 

That was Judge Kee’s phrase. It was to make official our belief 
that they had to achieve an integrated and unified army in Western 
Europe. 

Chairman Ricuarps. That was not the judge’s idea, but it was more 
or less a compromise of an idea you sdvinehd which you thought 
could go still further in the political field. 

Mr. Jupp. I had urged something like “unity of command.” His 
phrase represented a middle ground. 

In the supplemental report of the committee we said this: 

This matter of unity of direction and effort involves a most delicate question 
of timing. No question engaged the committee in more searching thought 
than the question of the timetable for developing unity of command. 

The committee is aware that unity of command prematurely imposed might 


prove to be only a mockery and a hindrance. On the other hand, the frustra- 
tion of unity of command by nonmilitary considerations must not be suffered 


to occur. 

Mr. Merrow. Do you think it would be possible to realize the objec- 
tive that you have now set forth that Europe will be in a position to 
defend itself, without the integration of Western Germany economi- 
cally and militarily into these plans? 

General Gruentuer. It is conceivably possible, but with the great- 
est of difficulty. I would say the participation of Germany comes 
very close to being a “must.” I hedged a little bit because it is con- 
ceivable you could have situations existing in East and West Germany, 
getting a buffer state where that would not be necessary, but natu- 
rally in our thinking we are going on the hypothesis that the inclusion 
of Germany obviously is a “must.” We think it is very essential. 

Chairman Ricuarps. In connection with that, Mr. Merrow, of 
course the participation of Germany is a political question now. But 
in the meantime, have you any contact with military men in Germany 
officially representing the Government, or otherwise ? 

General Grurntuer. No. We have not officially or unofficially at 
this time, Mr. Richards. F 

(Discussion off the record.) 

Chairman Ricuarvs. But it involves the pride of the German peo- 
ple, though, and you have to deal with that. 

General Gruentuer. That is right, but on the contrary, having the 
size of the unit small did not involve the pride of the French people. 
It involved a fear. 
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In my particular view, in this period of austerity you can only 
afford one big fear at a time, and the fear of the evil of Russia is the 
big one. 

(Discussion off the record.) 

Mr. Smrrn. Do you think the military is almost entirely at the 
mercy of the political decisions that are being made in Europe? 

General Gruentuer. No. Not at the mercy of the political deci- 
sions. I would say this: Except in England the military are not con- 
sulted as much as they are in this country. The military, generall 
speaking, are not on as high a plane as in this country and in England. 
In England a political decision is rarely taken without military ad- 
vice. In this country you know better than I do what the situation is. 

(Discussion off the record.) 

Mr. Suiru. Of course, on the matter of securing bases in France, 
when we were there it was pretty much the boys who were running for 
reelection who did not want you to upset the apple cart. It was the 
idea that after the election they might talk to you. So it seemed to me 
at the time you were pretty well tied down on the political decisions 
that the men in political life were making. 

In other wonde, if they are not going to go along politically the 
program is doomed. Reports reaching us from England this week 
are to the effect that this fellow Bevan is doing considerable in the 
labor movement against this whole rearmament program. To me that 
is dynamite. 

( Discussion off the record.) 

Mr. Smirn. I hope you are right. 

General Grurnturr. I hope so very much. 

Mr. Currerrretp. General, you are talking about a certain number 
of divisions. We had a chart before us a few days ago which indi- 
cated we had a very much larger number of divisions on our side spread 
all over the world. Places like Turkey and Greece were counted in, 

General GrurNTHER. I suppose so, and the Siamese, too. 

Mr. Curverrrecp. During this emergency is there not some place we 
can borrow some of that power in order to build it up in Western 
Europe? 

General Gruentuer. It is very tough, Mr. Chiperfield. 

(Discussion off the record.) 

General Gruentuer. I have not heard of the number you indicate, 
but I am sure somehow you can drum that number up. 

I saw a figure 6 months ago in the New York Times that we had 
88,000 airplanes, which, matched against the 20,000 of the Soviets, 
gave us a 2-to-1 advantage. However, I am sorry to say, there was 
some question about the figure. 

Mr. Herter. Can I come back for a moment to the troops-to-Europe 
question ¢ 

General Gruenruer. Yes. 

Mr. Herter. Certainly when we get on the floor on the House, as 
Mr. Vorys said, that question will be raised in one form or another. 
Is there anything you can tell us that we can use, probably from the 
point of view of the strategic plans you have in mind, that would give 
us real assurances that as far as the boys in the divisions over there 
are concerned there will not be another Dunkirk, so to speak, and that 
you are pretty clear in your own mind as to where you can hold and 
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in what period of time and how you could evacuate them in case a 
situation like that came up. 

(Discussion off the record.) 

Mr. Herter. I wondered if there was some general phrase that you 
thought would be safe enough so that you could be quoted merely in 
case that question arose, because it is a very vital one, particularly 
until you get your air cover developed. They are in a very exposed 

ition. 

Chairman Ricuarps. I think it is restricted, but could you see any 
objection to members of the committee using on the floor of the House 
the military theory about these lines? Obviously, the enemy is think- 
ing about that. Of course, that is military stuff, but it is the kind of 
matter that has been in the paper, or some of it has. Why could not 
somebody know more about that ? 

General Gruentuer. I certainly think you gentlemen could use any 
of that. The only thing that comes up there is this: The reason why 
we have any hesitancy about it all is this: A statement that comes up 
about where a defense line is does give information to the enemy. If 
you say it, or Mr. X, the columnist, says it, or somebody like that, or 
an unidentified military authority says it, I think it is all right. 

I do not know whether that answers your point or not. 

Chairman Ricuarps. But a member of this committee who has 
heard confidential information from the military is in a different posi- 
tion. Iam not talking about giving some special information, because 
this committee has a record for not doing that. 

General Gruentuer. I want to pay a great tribute to you on that. 

Chairman Ricuarps. We are proud of it. 

General Gruentuer. I think you should be proud. 

Chairman Ricuarps. When we go on the floor of the House and the 
other Members know that we know certain things because we have 
gotten it from you in executive session, then I believe there should 
be a statement by the military to us as to what, out of that kind of 
material, we could use. I was using this line and this other line as 
an illustration of something we have to work on, because everybody 
knows you are not going to get the Germans in there if you sit down on 
the Rhine. For the same reason that it might be harmful to talk 
about one place it might be harmful not to talk about that other 
thing. That is what we are up against. 

¢ iscussion off the record. ) 

hairman Ricuarps. That is right. 

Mr. Jupp. General, when did you first start work on this in Europe? 
General Eisenhower started in January or February. Were you over 
there before him ? 

General Grurntuer. No, sir. We both went over on the 7th of 
January and got back here on the 30th. Then I went over on the 6th 
of February and he got there on the 16th. 

Mr. Jupp. The thing that is most disappointing to me in this whole 
picture is that there has been so little progress in the development of 
air strength. Maybe it was narabidikle, but almost everything you 
have told us today about its crucial importance was discussed here 
fully 2 years ago. Yet you are making more headway in the ground 
force than you are in the air, it seems to me. 
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I looked up one of the minority reports of August 1949 of some of 
the Members who opposed the program, and they said that while they 
supported fully the end purpose of the legslation: 

However, we feel impelled to oppose bill H. R. 5895 on the basic ground that the 
method of assistance proposed in the bill is not consonant with the major objec- 
tives of United States policy—the security of the United States and that of 
friendly free nations. 

» o e * * 9 s 

Western Europe can be defended only by air power, strategically based and 
maintained in a constant state of readiness to meet the impact of sudden 


aggression. 
In the opinion of the undersigned, the President should have a clear mandate 


from the Congress to negotiate with friendly nations, upon their request, for the 
immediate use and occupancy of airfields, bases, and other essential facilities 
which will further the purpose of effective collective security in Western Europe. 

Yet, 2 years later we have not gotten anywhere to amount to any- 
thing on that. 

General Gruentuer. Of course, the machinery for doing that was 
not set up at that time. I am not familiar with that report, but to 
get air bases over there has not been undertaken except in the last 

ear. 
7 Mr. Jupp. That is too bad because you say yourself you cannot 
defend Europe by land forces alone. This has been the criticism: 
That you are an infantry general, and Marshall is one, and Eisenhower 
is one, and Bradley is one. We hear people wondering all the time, 
if this is not just the straight, old, German war-college concept of war 
based on ground forces. Some of the people who opposed it in the 
beginning were afraid of just what has happened. 
{rs. Bouron. Did not the Congress vote a large Air Force? 

Mr. Smirn. Seventy groups, and it was vetoed. 

Mr. Jupp. That is why I asked you when you got into it, because 
if you did not get into it until February you cannot be held respon- 
sible. However, somewhere there has been a land-bound psychology 
dominating it instead of an air-power psychology, it seems to me. 

General GruentueEr. Of course, in that statement you read there I 
think the wording was that it could only be defended from the air. 

Mr. Jupp. If I had read the whole section—and I did not read it 
all, those were the final paragraphs—it made the point that if we send 
in ground troops without adequate air support and strong strategic 
air, we are just throwing away the ground troops. And we have not 
got the air. 

General GruENTHER. I subscribe to that. Of course, there has nat- 
urally been delay, Mr. Judd. The fact that they pulled General Eisen- 
hower over there meant it required stern treatment, and that is what 
he is trying to do. 

Mr. Vorys. General, here is another thing. The Treasury figures 
showed expenditures for MDAP as of Faly 30, 1951, as being 
$883,773,742. We could explain, as we did before, the lag between 
the checks going out and the deliveries, but the deliveries are not going 
to be much above that out of about $7,000,000,000 that has been made 
available. 

We talk about what the Europeans have not done. I should think 
the Europeans looking at those figures would be saying, “You have 
had $7,000,000,000 to play with over a period of 2 years and have less 
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than $1,000,000,000 worth of stuff over here. We do not know what 
is happening in the United States, but we hear a lot of talk, and noth- 
ing is getting here.” 

What are we to say on that? 

General Gruentuer. I cannot answer that, Mr. Vorys. I hear that 
same thing from the European countries. One country in particular 
is quite vitriolic about it because they have made commitments now to 
call "p two Reserve divisions for a month to 6 weeks next summer, and 
they feel they must have this equipment some time before the end of 
this year. It does not seem that it will be forthcoming. 

I think some of the difficulties are production difficulties. Further- 
more, the countries themselves, I think, have some blame in it because 
in turning in their lists they were a bit slow. There are a variety of 
reasons, but I am not just up on it enough to know what those reasons 
are. 
Mr. Vorys. As we told you, you worked in the Pentagon before 
February 

General Gruentuer. I thought we had an agreement that that was 
not to be brought up again. 

Mrs. Ketty. Mr. Chairman. 

Chairman Ricuarps. Mrs. Kelly. 

Mrs. Ketziy. Thani you, Mr. Chairman. General Gruenther, when 
you plan the ground troops for any country do you not plan at the 
same time the amount of air protection needed for those troops ? 

General GRUENTHER. Yes. 

Mrs. Ketty. How could we plan air protection if it was not known 
whether Congress would consent to sending additional troops to 
Europe? 

General Gruentuer. Let me get that last one again ? 

Mrs. Ketiy. How could air protection be planned if it was not 
known whether Congress would give consent to sending troops to 
Europe? 

General Gruentuer. But the reverse of your statement is not neces- 
sarily true, Mrs. Kelly. We still might have planned our air even 
though the ground was not going to be there. So the reverse of your 
proposal might not be true. 

( Discussion off the record. ) : 

Mr. Jupp. Would it not be better to have predominant emphasis on 
air with less on ground than the other way around ? 

General Gruentuer. Probably so, although a categorical answer to 
that question could get you into trouble too. 

Mr. Jupp. Of course, I do not mean 100 against 0. I am talking 
about where the emphasis should be. 

General Grurntuer. I am not trying to dodge your questien or get 
complicated with you at all, but here is the thing I want to bring out. 
Right now we have air bases in here. You could put ten times the air 
power in there and that would turn out to be a very bad thing, because 
the iron curtain comes in very close here and you could wake up the 
next morning and you would have lost all these planes. 

So just from the standpoint of the ground trying to prevent the 
overrunning you get into that problem. Now, just assuming for the 
sake of argument they had no value as ground fighting forces, but 
that all you needed was airplanes, and that you did not need ground 
troops at all, you would still have to have some kind of ground troops. 
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Mr. Jupp. I did not suggest that. In fact I disavowed that. 

General GruentueR. I recognize it. I know you did not suggest 
that and I did not mean to imply you were, but in giving an answer 
to the question that you would put air power in at the expense of 
ground power I wanted to avoid giving a categorical answer to that 
that you had to have a certain balance, and I was using that objective 
thing as an illustration. 

Mr. Jupp. You would not have air bases up close to that salient if 
we did not have ground forces in there, would you ? 

General GruentTueErR. No. 

Mr. Jupp. They are there in tactical support of the ground forces? 

General GruentTHer. Yes. 

Mr. Jupp. What I criticize is lack of more progress in 2 years in 
getting the strategic air bases farther back. 

General GrueNtHeEr. Yes, sir. But here is the thing, and espe- 
cially is this true regarding jets. You want your air power—and this 
is tactical air power, which is the power you are going to use against 
advancing enemy columns—you want that as far forward as you 
‘an because as you know the jet has a very short life in the air. 

(Discussion off the record.) 

Mr. Fuuron. Korea again demonstrated that almost unopposed air 
power still must need ground power for support. 

General Gruentuer. Yes, I am sure Dr. Judd agrees with that. 

Mr. Fuuron. That is right. 

Mr. Vorys. Along that line, we have heard that we have to fur- 
nish antiaircraft and all kinds of things for support and communi- 
cations. It would seem to me the way to have antiaircraft around 
an airfield, for instance, would be to have local fellows who could be 
called up to man the batteries, rather than to export United States 
draftees at about $10,000 apiece per year, or something like that, to 
sit around and wait for the enemy to come. By the same token it 
would seem to me that an awful lot of the supplies and support 
personnel even for our own divisions should come from there, rather 
than to have such a big number in your divisional slice, just as though 
we have to do everything for our own selves, while you have some 
Frenchmen and Italians unemployed sitting there and watching us 
do it. 

General Gruentuer. Take the first one, Mr. Vorys, on the question 
of the antiaircraft. The antiaircraft for the most part that is going 
over there is for the protection of the troops themselves This is mo- 
bile antiaircraft, and they are highly trained troops that have to act 
very quickly when these jets come in. They have to be extremely 
well trained for that. You cannot stop and have language troubles 
and worry about all that sort of thing. They have to be first-class 
people. The problem of using them and getting them there probably 
would be quite a problem. I do not know if it is possible for it to be 
done, but it would be very, very difficult. 

Now you move into the next field in the question of supporting 
units. Let us take an item like motor maintenance. We have had 
garage buildings, and the motors are repaired in those buildings by 
civilians. What happens if you have to move back or forward? You 
cannot take the building with you you start out with, and you might 
not take the civilian with you either. He might have some other 
ideas about it at that time. At any rate, he is not in a military unit. 
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So you would find if you were going to do anything on that you 
would want to get those fellows in a military unit. ; 

That raises another point as to whether aliens are to be enlisted, and 
the Congress has been considering that. There is a pease | of 
some sort of solution of that sort, but just pulling them in on a kind 
of ad hoc basis I would like to utter a caveat about that. 

Chairman Ricnarps. General, the members are going in and answer- 
ing to their names on the roll call. They will be coming back soon. 

r. Vorys. Mr. Chairman, will you have an afternoon session ? 

Chairman Ricuarps. I do not think we can finish up with the gen- 
eral this morning. Whatever the committee says on that is agreeable. 
If we could finish it would be fine, but if any members have questions 
they want to ask we could do so now. 

Let us see. We will have to stop this morning in 15 minutes. 

Mrs. Boiron. Why do we not stop now? 

Chairman Ricuarps. Suppose we stop now, and recess until 2: 30. 

General, there will be some more questions this afternoon, and we 
will give you a little breathing spell. 

Genscel Caniewesian: That is all right. 

Chairman Ricuarps. We will recess then until 2: 30 this afternoon. 

(Whereupon, at 12:30 p. m. the committee adjourned until 2:30 
p. m. the same day.) 


AFTERNOON SESSION 


The committee reconvened at 2:40 p. m., the Honorable James P. 
Richards (chairman) presiding. 

Chairman Ricuarps. The committee will come to order, please. 

General Gruenther, will you continue your testimony. I believe you 
were being asked some questions when we recessed for lunch. Are 
there any further questions, gentlemen ? 

Mr. Contents. Does he have any more charts or anything he 
wants to show us? 

Chairman Ricuarps. Do you have any charts in that line that you 
want to show the committee ? 

Mr. Cutrerrtevp. I would like to have you tell us something about 
the strategic air force in England; how we are working with the 
English in that area on a strategic air force. 

Genepal GRUENTHER. As you Taow, we have some strategic air bases 
in England. Then we have some bases under construction in North 
Africa. We are setting those up now. 

Mrs. Bourton. England includes Scotland ? 

, ge GruENTHER. Well, I do not think we have a base in Scot- 
and. 

What we are interested in being able to do, if the ag, r moves, is 
to get strategic air power from as many places on the periphery as 
possible in order to make it very difficult to defend against. 

The area on that would be North Africa and England. Wecan doa 
po good job on that. Regarding the second Dap of your question, 

r. Chiperfield, British is very excellent, from the standpoint of their 
making bases available and making other facilities available. 

(Discussion off the record.) 

Mr. CurrerrteLp. That is all, Mr. Chairman. 

Chairman Ricuarps. Mr. Smith. 
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Mr. Smrru. Have we straightened out the Mediterranean situation 
in the matter of command ? 

General GruentueER. No, sir, it is not straightened out yet. That is 
a matter that is before governments now in this command structure, 
the North Atlantic powers. It is really before the Council of Deputies, 
Ambassador Spofford’s group, now. 

(Discussion off the record.) 

General GruentueEr. The specific answer to your question is, it is 
not resolved at this time. 

Mr. Smiru. The concept that General Eisenhower has as to the 
whole problem in Western Europe is definitely tied up with the 
situation in the Mediterranean, is it not? 

General GruENTHER. Very much so. 

Discussion off the record.) 

eneral GRUENTHER. You see, what we are trying to do is to hold 
this area. You cannot do much maneuvering there, but we want to 
hold it so that a potential enemy does not get it. 

That is basically what he is thinking of in connection with that. 

Mr. Smrru. If you do not care to answer because of it being 
secret—— 

General GruentHER. Most of it has been secret. 

Mr. Smiru. I mean, so far as the record is concerned. What about 
Africa? What are we doing there about strategic bases? 

General GruentHeER. We are getting a pattern of strategic bases in 
here. Then in this area we are getting some. 

Chairman Ricnarps. While you are on that, if you do not mind, how 
valuable would Spain be in this thing as a site for air bases? 

General GruentTHER. It has considerable value for air-base sites, and, 
of course, for naval bases also. 

(Discussion off the record.) 

General GrueNTHER. Spain has value because of its position in con- 
trolling the Mediterranean. 

Chairman Ricwarps. If you had airfields in Spain, would they be 
able to handle the same kind of air stuff that you are handling now? 

General GruenTHER. Yes, generally speaking, it would be the same 
kind but a good deal of preliminary work would have to be done. 
It is too far back for tactical air. 

Chairman Ricuarps. If you lost out on one, you would have the 
other? 

General GruentHer. Yes, sir. 

Mrs. Bouton. I realize, of course, you are dealing with the Atlantic 
Pact countries. The problem of the Middle East, the Greeks and 
Turks, looms large. 

Would it seem to you there could be constituted a middle eastern 
group like the Atlantic Pact group, or a Mediterranean group; would 
that make good sense? 

General Gruentuer. Both of them have problems. As you know, 
really the two basic alternatives are as follows: That there be a sep- 
arate pact. That is solution 1. Solution 2, that those countries 
be brought into NATO. 

Those are two general solutions that are being offered as alternatives. 
As to bringing them into NATO, you are familiar with the objections 
that some of the other countries have been raising to that. 
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Mrs. Borron. Would it not strengthen us in many ways if there 
were a Mediterranean group? 

General Gruentuer. Yes; but the problem that comes up there is 
this: When you have a separate pact then the question—this diagram 
that Mr. Judd was talking about—of coordinating three ways comes 
in. You would have to coordinate not only that way but you would 
have to go over and coordinate in what we might call the middle 
eastern pact. 

Mrs. Bouron. But to hold the Middle East and north Africa, which 
may need holding, would not that be advisable ? 

General Gruentier. Yes. 

(Discussion off the record.) 

Mrs. Botron. We were told the other night that none of the Arab 
countries are now friendly to us. It is getting to be a very serious 
situation for us. Would it perhaps be impossible to secure such 
cooperative action from these countries at this time ¢ 

(Discussion off the record.) 

General Gruentuer. What I have been hoping, under sponsorship 
of the large powers, particularly the United States and United King- 
dom, is that Greece and possibly Turkey could be gotten under Gen- 
eral Eisenhower, and then the others could be associated. 

Mrs. Bovron. You think the association would help ? 

General Gruentuer. Yes; I do. The Middle East situation is one 
that bothers us. Of course, the Iranian problem is a difficult one 
and could result very, very unfavorably for the free world. 

The political divisions that exist here are very disadvantageous. 
There is no other area in the world where the defense would be so 
easy if you could ever get political agreement. Political agreement 
does not solve our problems up here in Europe; they simply facilitate 
them. But political agreement down here means much more. 

Mrs. Bouron. Would you include north Africa in this association? 

General Gruentuer. I do not think so. 

Mrs. Bouron. You would keep that area by itself? 

General GruentHeER. Parts of north Africa are not strategically so 
critical. What we are trying to do is encourage stabilization in the 
Middle East. If you ever got these people sitting around the same 
table, it would help. 

Mr. Vorys. Do any of them have very substantial military forces? 

General GrurentueEr. Not very substantial. 

It is a pretty difficult situation. But Mrs. Bolton has been out there 
quite a bit. So I think as a special subcommittee you might consider 
giving her the task. You people have to solve all the problems of the 
world, in one form or another, anyway. 

Chairman Ricwarps. Are you a fisherman? You were talking 
about a can of worms. They are pretty hard to untangle when you 
are baiting your hook. 

Mr. Vorys. The Spanish Ambassador at a lunch the other day said: 

What is this foolish talk about Spain won't fight any place except behind the 
Pyrenees? We want to fight to keep the enemy from getting behind the Pyrenees. 

I do not know if that is right. He developed it a little more than 
that, but that expresses it—that they did not want to have invaders; 
they wanted to meet them before they became invaders. 
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He meant to imply they would have a selfish reason in working for 
the defense of Europe. 

(Discussion off the record.) 

Mr. Vorys. You said we know what the British and French think. 
We have asked various witnesses, and they have said that on the 
political side we are familiar with the political thinking in Britain 
and France, but I thought the witnesses said that on the military side 
the military fellows would like to have the Spanish in; is that correct 

General GruentHeER. That is true. It is one of those problems that 
are 90 percent political. You really have the problem of how much 
attention this is going to get in an organization like the NATO or- 
ganization. 

(Discussion off the record.) 

Mr. Vorys. About 10 days ago I read there was a NATO agreement 
about laying down ground rules for troops fighting outside of their 
own territory, and that General Eisenhower hailed that as a great 
advance. 

General GruenrHer. That was an agreement for administrative 
procedures. That is what it amounted to. 

You had a situation whereby you have British troops here, you have 
a British air base here—what is the legal situation. They have worked 
out a lot of rules and regulations on that. That is what General Eis- 
enhower’s reference was. 

Chairman Ricwarps. Mr. Mansfield wants to ask you a question. 

Mr. Mansrtevp. General, I have three questions. These questions 
may have been asked before; if so, just ignore them. 

Have you any comments to coals militarily on Yugoslavia? 

General GruentHer. Yes. 

(Answer off the record. ) 

Mr. Mansrtetp. The second question: A few days ago there was a 
newspaper story that General Eisenhower was going to create a one- 
uniform, one-flag army 

Mr. CutrerFietp. Mr. Chairman, we covered that before. 

General Gruentuer. I did not know that he said that. He is for 
the idea of an European army, but it is primarily an European army. 

Mr. Jupp. Kiplinger this week says: 

Eisenhower's one-uniform, one-flag army is for troops of the Continent and 
will not include forces of the United States. 

General Gruentuer. That statement is correct. 

Mr. MANnsFIecpb (presiding). How many American divisions do you 
think we ought to have in Europe until the present emergency gets 
straightened out and a European army is ready to take over? 

General Gruentuer. We do not have an idea on that now. We are 
counting on the number of divisions that are presently contemplated 
jn coming, which are the four that were arranged for earlier this year. 

On the question as to whether additional United States ground di- 
visions should come to Europe, we have no view on that at this time. 
It is a matter that we are studying. 

The general’s own thinking is something like this: If he comes to 
a conclusion that it is necessary, he will make the recommendation. 
He has not yet made that recommendation. 

(Discussion off the record.) 

Mrs. Bouron. Mr. Chairman, I have a question. 
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Mr. Mansrietp (presiding). Mrs. Bolton. 

Mrs. Boiron. I wanted to ask this question, General: What has hap- 
pened to the airfields that went across Africa / 

General Gruenruer. I do not know the answer in detail to that. 
Some of them have done some cracking up and need repairs. 

Mrs. Boiron. The British took one or two, did they not, to use? 

General Gruentuer. Yes. They have a couple. Some them need 
repairs. I flew over this area when we were down here. 

rs. Botton. I meant south across the continent. 

General Gruentuer. I do not know. 

Mrs. Bouron. Because when I was over there in 1945 with Karl 
Mundt, we tried to come back via the war fields, and at that time there 
were some of them already covered over with sand, and some of them 
in bad shape. 

General GrurentHer. Yes. Unless they have been kept in shape 
for commercial use I would doubt it if very many of them are in shape 
militarily. I do not have the answer to your question. 

(Discussion off the record.) 

Mr. Cutrerrietp. Would you like to comment on the Voice of 
America, or propaganda activities? 

General GruenTHER. Well, as a matter of fact, I have a high regard 
for the Voice of America. I recognize, and you people know infinitely 
more about it than I do, that there are imperfections in it. You 
could very easily point out this type of that type of a program is not 
making the hit that it should, and I think that is true. But as a 
general proposition it is a very excellent thing, and I think we should 
be doing more and more in that field. 

I am very much interested in what Mr. Gordon Gray is doing. I 
understand he has just taken over the chairmanship of an organiza- 
tion to coordinate these activities, and I think that is an extremely im- 
portant field. 

Mr. Cutrerrieip. Do you think it would be wise in our broadcasting, 
and so on, to do that, rather than putting a tag of the Voice of the 
United States Government on it ? 

General Gruentuer. Well, of course, I think this, sir: In Munich 
you have Radio Free Europe. I think those people are doing a good 
job, but I think it is a little delusion to say, just because they call 
themselves Radio Free Europe, that that means the people who are 
listening to them would not stamp it as an American Government 
program. Actually, it is not an American Government program. If 
Radio Free Europe were beamed to France, for example, it would 
have quite an effect and you could convince the French people that 
it was not an official Government program; but as far as what the 
Czechs think about it, that is another thing, because the Communists 
keep broadcasting all the time that this is an official American 
program. 

Incidentally, it is a terrible annoyance to the Czechs. 

Mrs. Boron. You do know it is bothering them ? 

General Gruentuer. The programs are coming up with mean 
tricks like this: They will get a fellow who is a, ea Th on other 


people and they will identify him over the radio and say: “Watch 
out for John Jones. He is going to inform on you. If you will 
check the records, you will see he visited so-and-so at such-and-such 
a time.” 
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Mrs. Bourton. That would be annoying, would it not ? 

General Gruentuer. It would be disconcerting to have all of your 
private telephone numbers exposed in public. 

Mrs. Bouron. Wonderful. 

Mr. MansrteLp (presiding). Mr. Reece. 

Mr. Reece. Whenever my time comes up, Mr. Chairman. 

Mr. Mansrtevp (presiding). We are just going around the table. 

(Discussion off the record.) 

Mr. Reece. I have done a little computing here which is based 
upon one of the primary essentials, I think, for the defense of Europe, 
and that is air power. 

In my questions, what I am leading up to now is whether we are 
giving suflicient emphasis to the rdaninuns of air power for 
Europe. 

As I understand it, one of the long-range bombers costs now about 
$3,400,000 ready to go into the air, fully equipped. On that basis, 
if the majority of this $8,500,000,000 were used for the construction 
of bombers—just using bombers as an illustration, because that is 
the most expensive plane, and realizing that tactical air units would 
have to go with it, that would build about 2,500 long-range bombers. 
Or, if we take the estimate for the 3- or 4-year program, that is, the 
estimate of the cost of the 3- or 4-year program until we bring our 
troops out which, as I understand it, would be around $30,000,000,000, 
which would be our share of it in order to meet the deficiencies of 
the requirements of the various NATO countries, that would repre- 
sent the cost of something over 12,000 of the long-range bombers. 

I am now wondering about this: Assuming that the European na- 
tions could under great stress develop reasonably soon, with the aid 
of the few divisions we have over there, and build up a respectable 
ground force, what would be the deterrent effect on Russia if we used 
a larger share of these proposed expenditures, so as to put into being a 
ready-for-use striking strategic Air Force that these proposed expend- 
itures would buy, let us say, ranging somewhere around 10,000 and 
12,000? 

General Gruentuer. First of all, the question of the deterrent value 
is something that is difficult to estimate. It is a value that resides in 
the minds of people, because if they decide that they must move, those 
10,000 or 12,000 do not stop them from moving. Now, admittedly it 
will make life pretty miserable for them in their homelands, if they 
are bombarded by that type of airplane. But they could move in 
and take over western Europe just the same. 

Mr. Reece. If that was accompanied by tactical air support ? 

General Gruentuer. I was going to move to accompanying tac- 
tical air support later. I was just going to take the hypothesis on 
the basis of which you made the statement, and then we will move into 
that other field. 

he second thing is this: You have said that you would then count 
on their building up a few divisions. As a matter of fact, that is 
what we are trying to get the aid program to do now, that is, to build 
up these few divisions. If all the money went into air power there 
would never be any left to build up the divisions. Europe does not 
have the power to do it now. 
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Now, taking up the matter of tactical air power, and the suggestion 
of having a number of these heavy bombers and at the same time some 
of the tactical air power, we say: “Yes, we agree. We think that is 
what should be done.” 

General Eisenhower is giving full weight to the possibilities of air 
power. It is just a question as to what that balance is, Mr. Reece. 
I recognize there can be a great difference of opinion as to what that 
balance should be. There is a school of thought that might say, or 
that I have heard say, “Put it all in air power.” 

We do not subscribe to that school of thought. 

Mr. Reece. I do not adhere to that school of thought, but I have 
been somewhat disturbed and the hearings have accentuated it rather 
than abated it, as to whether sufficient importance is being placed 
upon the building up of an adequate striking power by air. There is 
a limit to what we can do in the United States. Here in this com- 
mittee we have seen the charts and listened to the economists explain- 
ing the economy in practically every nation on earth. In nearly all 
of them outside of the United States, Great Britain, and Belgium, 
and one or two other exceptions, there is a substantial deficiency and 
they say we should make up those deficiencies. 

Each one of these economists states what the limits are of these other 
countries. None of them have discussed what our limits may be. 
We have the responsibility for making up the deficiency. General 
Bradley comes before the committee with a world map and shows 
how in every sensitive area all over the world the pressure is being 
supplied by the Soviet and the satellite troops, and the only power to 
resist that military pressure is the United States, in effect, except for 
the aid we get to assist in Europe in the other European countries. 

Now, that becomes very disturbing. We have a national debt of 
something like $275,000,000,000. We are authorizing a defense ex- 
penditure this year of something over $80,000,000,000, counting the 
scientific developments. We have a tax bill which I think the econo- 
mists or tax experts agree is scraping the very bottom of the tax 
barrel. The only other substantial revenue has to be, as they say, from 
a sales tax. 

We ourselves have a limit somewhere, and you emphasize, as did 
General Eisenhower, that the industrial capacity of the United States, 
or our economic strength, is the one great deterrent. That is what 
causes me to place probably greater emphasis on the air power, which 
is one important striking power, as I see it, that we can use without 
exhausting our own economic resources. 

Now, that is probably not so much a question as it is a statement, 
but it shows what underlies my thinking with reference to emphasizing 
air power, that is, that it is one phase that we do have the ability to 
build up and strike with effectively without exhausting our resources. 

I am wondering to what extent, by spreading ourselves and just 
going ahead without regard to where our own precipice is, we might 
not be running the risk of exhausting our economy here and thereby 
removing the greatest bulwark against communism ? 

General GruentHeR. I am sure, Mr. Reece, that there probably is 
some danger involved. It is a danger I am not competent to estimate, 
but you have had 4 mg who have been before this committee who 
have given that. Now, in an endeavor to arrive at the correct finswer 
to the air problem, in our headquarters, for example, we have a large 
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number of air officers on the staff. In a key position we have the 
Supreme Commander and then a Chief of Staff, which is the job I 
hold, and then a Deputy Chief of Staff for Plans and Operations. All 
of the strategic plans are under him. That officer is an Air officer— 
an RAF Air Vice Marshal, who had great experience in the war, 
mostly with American units, incidentally. The man immediately 
beneath him, who has direct charge of all operations, is a French Air 
officer who was in Indochina fighting under combat conditions against 
guerrilla activities, and so forth. In addition to that, we have an Air 
Chief Marshal—a four-star Air officer—on the staff. 

That in itself does not insure that we arrive at the right answer. 
I do not want to say arbitrarily that we are going to arrive at the 
right answer. I say we are studying it and General Eisenhower is 
giving it his personal attention. 

Mr. Reece. One thing that increases my concern is, as I indicated 
this morning, throughout the hearings on the military side of it most 
all of the talk has concerned itself with divisions and men. None of 
the witnesses have talked in the same detail about the number of 
tactical airplanes and number of strategic airplanes, and what the 
striking power of them may be, and what the necessity of having them 
may be, and pointing out the necessity of building up that element of 
our defense. Nearly all of the testimony has had to do with divisions 
and men rather than air power, which increases my concern some- 
what, General. 

I am in favor of building up the strongest defense and putting our- 
selves in the strongest position that we are capable of doing without 
endangering our economic opsition here, which would endanger the 
whole picture. 

General GruentHer. Well, Mr. Reece, I recognize the imperfection 
in my presentation. 

Mr. Reece. I do not infer that at all. Iam very much pleased with 
it myself. I am greatly pleased with your presentation and the 
breadth of coverage, including air power, that you have given in it, 
more so, I think, than any other witness who has appeared before the 
committee. 

What I said implies no criticism of your presentation at all. Just 
the reverse is true. You have made a most excellent presentation 
of which I, personally, am appreciative. 

General GruentueER. That is very kind of you to say that, but I do 
not mind the criticism at all. I would like to assure you, though, that 
the problem is not neglected. I mean, the sense in which we have been 
doing this has been to try to reeducate the public on what the order 
of magnitude of a thing is. You instinctively go to a type of measure- 
ment that the public understands. To reassure you a little bit, in 
spite of the presentation, General Eisenhower had all of the Air 
Chiefs of Canada, the United States, France, and England get to- 
egg They met in Washington in May, working on this very prob- 

em. Then they came to Paris and worked again for about 10 days. 

Then we took a working group from each of those countries, and we 
now have about 10 officers who are doing nothing but working on this 
problem all of the time. 

You have a big problem as to how much air these people can absorb. 
That is the thing. It is not just a question of making planes. That 
is what we are trying to work out in addition to the balance. 
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Mr. Reece. It is one of the things we have not had discussed in very 
_ detail. However, I do not want to belabor that point and I feel 
am taking too much time, Mr. Chairman. I appreciate your dis- 
cussion very much. 
Be yea Ricuarps. Was there anything else you cared to say on 
that 

General GruentueER. I do not have any detail to add to that. 

Mr. Herter. I wonder if we could have a recess for 5 minutes to 
answer to our names? I would like very much to ask the general 
a question. 

Chairman Ricuarps. We will take about a 5- or 10-minute recess 
and come right back. 

(Whereupon a recess was had.) 

Chairman Ricnarps. The committee will come to order. 

Mrs. Kelly. 

Mrs. Ketty. Is there any evidence that civilians have been evac- 
uated by the Russians from that offensive area ? 

(Discussion off the record.) 

Mrs. Ketiy. How well armed are the Balkan areas? 

General Gruentuer. In the last year these Balkan satellites have 
rearmed considerably and in ground forces their strength has gone 
up in the last year. There has been a not quite corresponding in- 
crease in air power. Their ground power has gone up faster than 
their air power. So that the number of divisions they have now 
compared to what they had a year ago is increased. 

Furthermore, the type of division that is being increased is the 
offensive type of division, namely, an armored division. So from 
the standpoint of capabilities, which again we always have to keep 
thinking about as to what could this fellow do—the capabilities of 
the satellites have increased considerably in the last year. 

The question as to whether the Soviets think they can get away 
with another war by proxy is something that I do not know about. 
I would think they would have some skepticism about their ability 
to get away with that type of conflict now, but you cannot tell what 
they are thinking of. 

Mrs. Ketxy. To go to another area in the world, if the Arab refugee 
problem could be solved as quickly as possible, possibly by authorizing 
$150,000,000, which it is estimated that that problem would cost, do 
you think that would enhance the possibility of reaching an agreement 
in that area of the world? 

General GruentueER. I would suppose it would enhance it some, 
Mrs. Kelly, but just how much I do not know. I am not in close 
enough touch to give a view on that. 

I pe know from my knowledge of the subject that it is an irrita- 
tion, and anything that will remove an irritation has value. But my 
view on that would not be worth quoting. 

Mrs. Kerry. Then for my last question. The strength which we 
hope will come from this collective effort of the free countries will 
far exceed the strength of the separate national components. Now, 
remove that collective strength, and how strong would the European 
area be? In other words, if they by themselves could create one divi- 
sion, by collective strength we should have three divisions. Is that 
correct ¢ 





THE MUTUAL SECURITY PROGRAM 1539 


General Gruentuer. I do not know. I would not be able to give 
a multiplication of that worked out, but I would answer your question 
this way, if that satisfies you, and if it does not, please ask me again: 
If we can work out a scheme on collective security it will enhance 
the over-all security very much, as against a system whereby the sepa- 
rate nationalities and the separate nations had to provide their own 
security. There is no question about that. 

The most effective utilization of these forces is a system such as 
this. Bear in mind as you think of this that no such system has ever 
been organized in human history before in time of peace. So the 
fact that you have been able to get this far on it is a unique achieve- 
ment in the history of the world. 

In time of war two nations got together with terrific pressure on 
and a sense of urgency existing, and there was no question about it 
that survival was at stake. The issues are not as clear-cut now. They 
are just as real, but they are not as readily recognizable. To con- 
template that this system will not work is just too horrible to believe, 
because it really, in my opinion, means the future of civilization. 

Mrs. Ketiy. Thank you, General. 

That is all, Mr. Chairman. 

Chairman Ricwarps. Mr. Herter. 

Mr. Hrrrer. General, I have in front of me a table prepared by the 
Pentagon of the amount of end-items or similar items that have been 
authorized to date for our Armed forces outside of the MDAP pro- 

ram entirely. They are identical items to those that come into the 
MDAP program. They amount to appropriations already made of 
$29,127,000,000. A figure is in the bill that will be coming before 
us within the next 2 weeks on the floor of the House, I am told, of 
another $29,000,000,000. That is for end-items only and has nothing 
to do with the pay of troops, or installations, or building of barracks, 
or anything of that kind. 

Now, that is a total of nearly $60,000,000,000 in end-items, of which 
presumably some have been used up in training, and some in Korea, 
and so on. However, it is a very considerable amount today. I 
assume that we will have a request from year to year of rather similar 
amounts in connection with our Armed Forces. 

My question is this: Since those items are in every way identical 
with those being shipped, that is, these end-items for equipment of 
the armed services in Europe, can you see any objection from the 
point of view of flexibility if this committee should decide merely 
to authorize the armed services in this country, or the Department of 
Defense, to assign to you a percentage of those end-items, and we 
might want to put a top limit on it, or it might be so much of that type 
of equipment as in their opinion was justified by the speed or the 
progress that you are making. 

General Gruentuer. No. I see no objection to that, Mr. Herter. 
I would assume as a part of the premise under which you posed the 
question that you were visualizing that such things as the program- 
ing and giving advance notice, and so forth, would be taken care of 
in the way it is taken care of now. 

Mr. Herrer. I would assume that the Department of Defense would 
notify you. 

General Gruenturr. Yes. 
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Mr. Herrer. As to what in their establishment of priorities they 
felt could possibly be sent to you. 

General Grurntuer. We are interested in this: We are interested 
in items, articles, and equipment for these people, and that is our 
fundamental requirement. We are interested in having them in time 
so that they can make their plans, because for each of these it involves 
expenses which, as far as these countries are concerned, are significant 
portions of their budgets. As long as we can get that, and as long as 
we can plan, and as long as the percentage is such that it does not 
hamper us in that we are able to go ahead, which is the sense in which 
I understand your question has been posed, I see no reason against it. 

Mr. Herrer. My reason for asking that question is, it seems to me, 
that it gives you much greater flexibility in carrying out this program 
if, when you get your men trained, your equipment is ready here. 
You do not want to be limited by a dollar appropriation as to what 
‘an be made here that can be sent out of the country to take care of 
your needs. 

I am, of course, arguing a conviction of my own, 

General Gruentuer. I recognize that. 

Mr. Herrer. The second point is, if the entire matter were handled 
in that way, would there not be a considerable speeding up, so to speak, 
in the liaison work, because in effect then the whole relationship in 
getting these end items sent to you would be a contact between your- 
self and the Pentagon ? 

We have a good many civilian agencies we have seen from the charts 
that stand between you, and I can see the value of civilian agencies 
when it comes to the question of putting the heat on these European 
countries to mesh their production of the end items you give to them, 
but when it comes to the final allocation and shipment of the end items 
to you, this would make a direct pipeline. 

General Grurntuer. That is possible. I would not be able to com- 
ment on that, because I do not know enough of the administrative 
machinery by which that shipment is made. The reason I make that 
statement is this, Mr. Herter: As you know, we have really just five 
officers handling this. It would take an organization which is already 
in existence, that is, the Joint Chiefs of Staff and the Defense Depart- 
ment here have an agency in London that does that. 

Mr. Herrer. Your MAAG and JAMAAG would still continue to 
do all of the screening, and sorting, and everything of that kind. 

General Gruentuer. Yes. The reason I did not give an answer 
to the question about whether it expedites it or not is because I am 
not sure enough about that administrative machinery on the expedit- 
ing. Ido not have the facts on that. 

Mr. Herter. But offhand you could not think of any objection, 
could you? 

General GrurentueR. I do not see any. 

Mr. Herter. Would you not still visualize your economic people in 
each of the country missions and your political and military people 
working out their end-item requirements as they do today, taking into 
consideration what each country within its economic means could con- 
tribute ? 

General Gruentuer. I would hope that that would always be done, 
and that in the working out of the administration of the plan you have 
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in mind nothing would be done to change that very essential coordi- 
nation. 

Mr. Herrer. It would seem to us, watching that operation, that it 
was a very successful one from the point of view of cooperation. 
There is nothing written in the law that says it has to be done that 
way, but it was set up that way, and seemed an excellent arrangement. 

General GruentTHER. Of course, the people who are handling that 
here may have views on this which would be overriding, and 1 have 
not discussed that matter with them. 

Mr. Herrer. Surely. 

General GruenTHER. Because on these two points you are asking 
me about we always come back and say, as long as we can get our 
matériel and as long as we have flexibility in items, we have no inter- 
est, for example, in money values. I suppose there are such things 
as shipping charges, and so forth, that have to be converted into 
money, but we, as such, are really not interested in money. We are 
interested in items, and any system that will get the things and the 
articles and equipment there is O. K. with us. 

Mr. Herter. As I understand it, the program that we believe in 
very strongly, such as the training of foreign military personnel in 
this country, would have to be provided for over and above this. 

General GRUENTHER. Yes, sir. 

Mr. Herter. And possibly shipping charges, and packing charges, 
and overhead costs would have to be provided for separately. But 
these end items, again with the possible exception of a few mine sweep- 
ers and small boats that would be specially built for special purposes 
in special sections of the world—everything else, as far as we can see 
in the end-item program is nothing but standard equipment, and there 
is no way of identifying a tank when it comes off the line as being 
an MDAP tank or a defense appropriation tank, isthere? - 

_ General Gruenruer. No, sir. The tank is what we are interested 
in. 

Chairman Ricwarps. Are there any other questions? 

Mr. Vorys. I have just gotten some figures. I do not know whether 
you know a thing about them, although you know about part of them. 
They deal with employees in MDAP. 

Mr. Herrer. You mean in Washington ¢ 

Mr. Vorys. I had thought of your idea, which would be one going 
toward economy. The grand total is 8,748. 

Chairman Ricuarps. The grand total of what? 

Mr. Vorys. MDAP personnel. Military in the United States, 239; 
civilian, 5,108. That is in the Department of Defense. Overseas, 
2,327 military; civilian, 620. 

The Department of State Program Direction in the United States 
88 and overseas 107. Support Activities—this is for State—119 in 
this country and 140 overseas. 

So that there are 5.554 in the United States and 3.194 overseas, 
and that does not include the members of mobile training teams, or 
labor forces employed in the various installations for rehabilitation, 
and it also does not include civilian personnel in performing other 
functions that you handle, and who run MDAP on the side. 

Mr. Herrer. May I say this to the gentleman? I have rather sus- 
pected that MDAP money was being used for everything except the 
kitchen stove. I have gotten a member of the staff here to consult 
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with the Comptroller General, and he started getting figures, I un- 
derstand, to show exactly what MDAP money is being spent for. One 
of the reasons why I was very anxious to get that was that I had the 
feeling that a lot of things were being charged to MDAP that had 
nothing to do with the MDAP program. 

Mr. Vorys. If we have 5,000 civilians working on a program that 
up to date came to $7,000,000,000 of exactly the same sort of thing that 
we are procuring for our own forces, that is considerable overhead. 

Mr. Jupp. Who furnishes funds for all those civilians? Does 
MDAP furnish them? 

Mr. Vorys. The Department of Defense employs them under Mu- 
tual Defense Assistance. This comes out of MDAP appropriations. 

Mr. Herter. I had the feeling that a lot of money was being spent 
under this MDAP appropriation. Some of the objections to the very 
scheme I am offering were that a lot of things were being done with 
MDAP money that this committee had no idea about whatever. 

Mr. Jupp. Is there a breakdown of what these people are doing? 

Mr. Vorys. I am not sure you are familiar with anything except 
the—— 

Mr. Herter. I do not think this is something General Gruenther 
has to get into at all. 

Mr. Vorys. That is, excepting the 2,327 overseas military. 

Mr. Herrer. I am assuming they would charge the military to the 
military program in those countries. . 

General Gruentuer. Probably. That is not under us. 

Mr. Vorys. Are they charging the salaries of the 2,327? 

Mr. Herrer. I am told the information is being typed up in greater 
detail by a member of the staff. 

Mr. Jupp. You say our military advancing groups are not under 
you, but are under the Pentagon? 

General Grurntuer. Yes, sir. The chain of command on that sort 
of thing is that the Department of Defense has these agencies through- 
out, and they come to General Eisenhower for policy matters, but on a 
matter like this we have no cognizance of it. 

Mv. Jupp. That is, General Eisenhower has a considerable say as to 
what they shall be doing, but the actual doing of it is under the direc- 
tion of the Pentagon here? 

General Gruentuer. That is right. Supposing that a team in coun- 
try A decided equipment was being misused, let us say, and therefore 
they wanted to stop it and change the amounts. We would be con- 
sulted. But whether there were 10 men arriving at that conclusion or 
25 men, we have not been in that. 

Mr. Herter. May I ask one more question, Mr. Chairman ? 

Chairman Ricuarep. Yes. 

Mr. Herrer. At the very outset of the hearings when the Secretary 
of State was testifying I asked him a question as to why a determina- 
tion had been made to turn over all of this end-item equipment as an 
outright grant to the individual nations or individual military estab- 
lishments, rather than to follow the old pattern of World War IT with 
lend-lease. He said he could not give the reasons, but he knew the mat- 
ter had been given consideration, and that the balance was in favor of 
the outright grant, rather than the lend-lease operation. 

Do you know what the answer is, or what the pros and cons are on 
that ? 
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General Gruenruer. No. I do not think I would be able to give a 
very good answer to that, Mr. Herter. I can think of some, but I am 
not sure they are the ones that really governed. 

Mr. Herrer. From you own point of view, when the United States 
Government, let us say, finished this program, or has gone through the 
major part of it and turned over some $17,000,000,000 or $18,000,000,- 
000 worth of war matériel to different nations on the Continent of 
Europe, or Europe, Greece, and Turkey, in the event you wanted to use 
that equipment or General Eisenhower wanted to use that equipment 
in some section such as the Middle East, once you had given it away 
you would have no further lien on it of any kind whatsoever, would 
you? 

General Gruentuer. I do not know what the legal status of that is. 
There is an agreement signed, but I do not know the details of the title 
to the property. I am sure one of these officers from the Defense 
— would know the answer to that question, but I do not 

now. 

Chairman Ricnarps. Is there an officer here who can answer that? 

Mr. Herter. In case that question is raised I would like to know 
what the arguments are for completely giving it away. 

Colonel Orstuun. The title passes to the nations. 

General GruentHer. The question Mr. Herter asked is, if nation A 
has been given this material and we wanted to send it to the Middle 
East, can we do it? 

‘Colonel Orstuun. They cannot do it without our permission. 

General GruentHeER. But can we do it? 

Mr. Herrer. General Eisenhower cannot say that this is needed in 
the Middle East worse than it is here? 

Colonel Orstutn. No, sir. 

Mr. Herrer. He could not take it from the Belgian, or the French, 
or the Dutch Army ? 

Colonel Orstuun. No, sir. 

Mr. Reece. Would you mind giving the breakdown on that ? 

Mr. Vorys. I will hand it to you. 

Chairman Ricuarps. I would like to state before we finish up here 
for the members of the committee, that we will have a meeting at 10 
o’clock in the morning and this will wind up the appearance testi- 
mony, I think.. There may be a few other statements put in the rec- 
ord. I hope you will all be present because we will decide the proce- 
dure as to writing up the bill, or whether we take up anything else, 
and things like that. We will take up those questions in the morning. 

Mr. Herrer. I was wondering if I could get an answer from Gen- 
eral Gruenther on that last question. 

Chairman Ricuarps. I know, but I was afraid some of the members 
would leave before I said that. 

Mr. Herrer. General, that is, from your point of view, in the opera- 
tion of a joint effort, would you feel that you ought to be able to keep 
some sort of a lien on that property / 

General GruentHeR. | ba not feel very strongly about that, Mr. 
Herter. 

Mr. Herrer. I do not know whether it is important, but I am just 
posing the question. 

General Gruentuer. I do not think so. I am just trying to think. 
You see, in the priorities the equipment is assigned largely into the 





1544 THE MUTUAL SECURITY PROGRAM 


areas where it is most needed. I do not think it is necessary. I have 
never thought of it before, but I do not think it is necessary. You 
would have considerable difficulty. I am thinking about it in terms 
of the European nations themselves, because they make commitments 
on that they are going to have this equipment assigned to 
them. 

Of course, if there is always a string on it which they think is 
likely to turn into a whim, I can see very considerable disadvantage 
to it. 

Chairman Ricuarps. Are there.any other questions ? 

Mr. Jupp. Mr. Chairman. 

Chairman Ricwarps. Dr. Judd. 

Mr. Jupp. I have a question on general policy such as you were 
discussing at the outset this morning, General. You were speculating 
as to reasons the 12 men in the Politburo might have in their minds 
and the considerations they would have to weigh before they would 
launch an attack on Western Europe. One of them was their recogni- 
tion that while they could probably overrun Europe and win the first 
battle, they still would have to win the war against American produc- 
tion. 

Do you not think that if they were to start a drive to overrun 
Western Europe they would simultaneously, or even before that, 
have to strike at the United States itself in order to cripple our produc- 
tion? So that, we are likely to have either a war that involves us 
right here with such striking power as they have, as well as a war in 
Europe, or no war at all? 

General Gruentuer. I think that that is probably true, Dr. Judd. 
The question again comes up as to whether they calculated it out to 
that refinement, or whether they might become involved because of a 
miscalculation, because of a tense situation, or something like that. 
1 think in all logic what you are saying is correct. 

Assuming that that is the way that they are also thinking, they have 
got to be able, if they are going to launch that, to knock out a good part 
of the American production at the time that they start anything. 

Mr. Jupp. The point is if they are going to start a war in Western 
Europe, they know it would bring us in. So there is everything for 
them to gain and nothing to lose by striking at us at once. If they 
can knock out a good part of our production, fine. If they cannot, 
they are no worse off than if they did not try. 

General Gruentuer. I think so. 

Mr. Jupp. So when we talk about attack on Western Europe, must 
we not be prepared for simultaneous attack upon ourselves? 

General Gruentuer. Undoubtedly. 

Mr. Jupp. Our people should understand that much as a minimum. 
There is no secret about that. 

- General Gruentuer. That is right. 

Mr. Jupp. Therefore, anything that we do to increase our strength 
here helps deter attack upon Europe, conversely increased strength 
over there helps deter attack upon us. 

General GruentueRr. Very definitely. 

Mr. Jupp. One other thing: You said this morning—although this 
may be a little out of your field if you want to regard it as such—you 
said you thought that history would probably record the attack upon 
Korea by their satellites as their greatest blunder because it has put 
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into operation a whole series of speed ups in building the defenses of 
the free world that probably otherwise would not have occurred. 

Now, they made this great mistake in Korea. Should we try too 
hard to get them out of the mistake? Do they not want a cease fire 
precisely in order to write off their mistakes and be freer to start 
operations elsewhere ? 

General Gruentuer. That is a possibility. When I made my 
point, I was referring to the way that they have aroused the free 
world. Whether a successful cease-fire—and it certainly does not look 
as though it is being very successful at the moment—is going to so 
disarm us is a situation which I hope will not occur. That would be 
the only premise under which I would accede to the import of your 
question. 

I feel that we in the free world—and you gentlemen particularly in 
your position of leadership because your responsibility is very very 
great in this—and you are part of the high command just as much as 
we are—that your job is going to be, and I am sure you recognize it— 
is to assess this danger and take the necessary measures to see that 
we are properly prepared diplomatically and in whatever ways are 
necessary militarily to do it. But as for putting us at a disadvantage 
if we stop, if the cease-fire is successful, I would not feel that way 
about it, Doctor. 

Mr. Jupp. I suggest it only in the sense that the hostilities are now 
compelling them to commit their own resources there. 

General GruentHer. They are committing resources but we are 
committing some resources, too. 

Mr. Jupp. The point is that with a cease-fire they will be able to 
withdraw their forces. They are sure we are not going to start the 
warup. We cannot withdraw our forces because we do not know they 
will not start it up. Thus they get off the hook for operations else- 
where and leave us on the hook. 

General GrueNnTHER. I recognize the dilemmas in connection with 
the cease-fire are very tough ones and especially if you get a situation 
where we have to keep troops there indefinitely. 

Mr. Jupp. Let me put it another way: Do you think they are more 
likely to start trouble in Europe if there is some sort of settlement in 
Asia than if there is not? 

General Grurentuer. I would feel that there is more chance that 
trouble will start in Europe if this thing is not settled. In other words, 
I feel that the successful conclusion of the cease-fire is an advantage 
from the standpoint of Europe; that it lessens the danger of their 
attacking Europe, paradoxical as that may seem. 

Mr. Jupp. General Bradley, as I recall, said the opposite, that with 
a cease-fire in Europe 

General Gruentuer. In Korea. 

Mr. Jupp. Yes, in Korea, that we might be in greater danger of 
all-out war elsewhere because it would allow them to shift their full 
attention to somewhere else. The North Koreans cannot now carry on 
much of an operation. The Chinese Communist cannot at the present 
time. Russia is now at the place where she has to accept a psychologi- 
cal licking or commit her own strength in Asia which she has not had 
to do heretofore. 

Chairman Ricuarps. General Bradley did not say such athing. He 
said it might be desirable. 
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Mr. Jupp. He said he thought that well might be the case. 

(Discussion off the record.) 

Mr. Fuuton. Could we ask you to explain your views on the cease- 
fire, how it would help Europe? 

General Gruentuer. From the standpoint of the treasure that we 
are putting into it over there, take a point that Mr. Reece has been 
talking about here. Mr. Reece has been talking about air power, why 
we do not have more air power. The business of having enough air 
power there has a very definite relationship with the situation that 
exists there. From the standpoint of our build-up, we welcome a 
situaton where the Korean situation is settled and more particularly 
where we get a position in the world where armed conflict is not con- 
tinuing. 

We feel that same way to a lesser extent in connection with Indo- 
china. The fact that you have got armed conflict going on in any 
place in the world involving the Soviet Union or satellite we consider 
very much to our disadvantage. I am talking about the disadvantage 
of the whole free world. 

Mr. Jupp. If we got a cease-fire in Korea, would you be able to 
shift air units to Europe? 

General GrueNntuHeER. Probably not, initially. That I do not know. 
Of course, as you know, there has been an air build-up in Korea. If 
this is just an armed truce where there is going to be no withdrawal 
and where they continue to build up, well then, you have had it, of 
course. : 

Mr. Jupp. The thing I have been afraid of is that it allows the satel- 
lites still to tie us up in Asia while the Soviet is able to move its first 
team elsewhere. I hope you are right, sir. 

General GRUENTHER. I hope so, too. 

Of course, if we get to a position where we are not leading from 
weakness, that sort of skullduggery is not going to take place any more. 

Now, we suffered those disadvantages during this period. That is 
one reason why I am so convinced that we have to operate from a 
position of strength and the sooner we can get there the less skull- 
duggery we will have to face. Admittedly, you have got an extremely 
difficult problem for the very reason you mentioned. 

Chairman Ricuarps. Are there any other questions? 

Mr. Vorys. I just wondered: How do you work along with Mr. 
Cabot ? 

General GruenTHER. Well, we don’t work directly with Mr. Cabot, 
Mr. Vorys. Mr. Cabot is in charge here of the organization known 
by the initials, ISAC. Actually, in General Eisenhower’s position as 
the senior American commander there, I do not remember that any 
policy directives have come to us from ISAC. 

You would remember, Andy. 

Colonel Gooppastrr. We have had none, sir. 

General GruentHer. We are not normally in that chain. We know 
what is going on but we do not have any relations with him. He has 
been to the headquarters and I am going to see him tomorrow or the 
next day. 

Chairman Ricwarps. Are there any other questions ? 

Mr. Furron. On the Middle East, do you think that we should give 
a firm push toward developing in the Middle East a good defensive 
strong point? 
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General Gruenruer. I certainly do, Mr. Fulton, if we can get the 
formula for it. But you recognize that the formula for it, the mecha- 
nism by which you do it is a very tough proposition with the tensions 
that are existing there. Even without any irritation from the Soviets, 
the internal and external dissensions there are very, very great. 

However, from the standpoint of our mission and from the stand- 
point of the mission of the free world, we want that settled and if there 
is any encouragement that the United States can give, we are for it. 

Mr. Furron. Of course, there are several problems. There is a con- 
tinuing civil problem and progress. There is the refugee problem and 
there is the military problem. 

Now, if we limit ourselves to the military problem, do you think it 
might be possible to start with some sort of a Middle East Pact with, 
say, Greece and Turkey as a base? Even Lebanon or Israel added in 
and whatever countries would come into that and work with a group 
of countries militarily. 

General Gruentuer. You were out, sir, answering the roll call when 
that question came up before. There are two ways, in general, of han- 
dling the Middle East problem. One is to have a separate pact, not 
in NATO, and the other is to have some kind of an arrangment under 
NATO. There are disadvantages to both. Neither one of them is 
a clean-cut solution. 

(Discussion off the record.) 

Mr. Fuuron. Do you think the Israeli Army is a good, cohesive, 
effective force? 

General GruentHeER. It is coming along pretty well. 

Chairman Ricwarps. I would like to say to the gentleman that the 
general testified on that extensively awhile ago and it is in the record; 
but you can go ahead and answer it again. 

Mr. Reece. May I ask, Mr. Chairman, the general what he thinks 
is the basis for this intense feeling on the part of some of the countries 
toward the admission of Spain into NATO? 

General GrourentHeR. It is political almost entirely. Franco, in 
their opinion, has been against the things which they have been 
standing for. He started out as a dictator, in their estimation. 

Mr. Reece. Has not Tito been equally antagonistic to their interests 
and deep political views? 

General GrurntrHer. Yes; they do not quite reason it out on that 
and I would say this: If war came, there would be no argument at all 
about associating with Spain. Tito is closer to the firing line. They 
have more faith that Tito will fight than they have that Franco will 
fight. I am giving you some of the reasons, not that I necessarily 
agree with them. 

Mr. Reece. ‘There has been done a very good job of building up Tito 
psychology. He was very unpopular in this country. Now he is pretty 
well accepted militarily. 

Mr. Roosevettr. Speak for yourself, Mr. Reece. 

Mr. Reece. Militarily, at least, we are cooperating. We are begin- 
ning with Spain and there seems to be no question that she will co- 
operate. But there is still some question about what Tito might do in 
the event of emergency. I take it you feel that he would fight? 

General Gruentuer. I feel that his separation and his falling out 
with the Soviets has been real. 
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Mr. Reece. Self-interest would impel him. On the other hand, 
there seems to be no question about what the Spanish would do. They 
have an intense hatred of communism and they are basically and his- 
torically good fighters. 

We have pretty well submerged and obliterated any feelings we 
have had toward our former enemies, Japan and Germany and on 
and on. It is quite unfortunate that other nations are not able to do 
the same thing. 

General Grurntuer. The world is not quite that perfect. 

Mr. Javits. I have not been here. Could I ask my question? I 
do not know whether it is my turn or not. 

Chairman Ricwarps. We are just talking around the table. I 
recognize you now. 

Mr. Javits. General, I would like to go a little further with this 
Yugoslav-Spain thing and try to put it in one question. Those of us 
who favored the Yugoslav food aid which was the only bill we have 
had before us—of course we have now a bill for military aid—are 
faced with a difference in the attitudes of our European allies on 
these two issues. 

Now, assuming that both are economic warfare and military prepa- 
ration, just the most pragmatic possible basis, could you give us in 
as few words as you wish or as many as you wish the differences which 
would or should impel us to back aid for one and not for the other, or 
both, purely on the pragmatic, economic warfare and military warfare 

ase, 

General Gruentuer. Well, my personal view is that we should back 
aid for both of them; that they both have a military value; that we 
are trying to achieve a posture of strength and that the advantages in 
favor of getting the strength attributes in both of these countries 
outweigh the disadvantages, admitting that there are disadvantages 
in both cases. 

Mr. Javits. Do you see any difference, General, in our handling of 
both? We have given Yugoslavia economic aid and we are about 
to give them military aid. Of course, Spain the Congress just gave 
a loan to which is in a sense economic, and I assume that now Congress 
may go to more economic aid and military aid. Do you see any ques- 
tion of treatment as between military and economic or in administra- 
tion as making any difference in the situation or should we just go at 
it pretty much on the basis of what we think we need to do? 

General Gruentruer. I would want to be sure in both cases that 
we are going to get value received from the price we pay. If we 
are wanting facilities, services, accommodations, from Spain, I would 
be quite interested in what the other side of the quid pro quo is 
going to be because there is such a thing as paying too much. Simi- 

arly, with respect to Yugoslavia. 

Now, my own feeling is this: That the break between the Soviets 
and Yugoslavs has been so very definitely sharp that there is no 
question about their fighting. 

Mr. Javits. I might say to you that in political terms I think it is 
the biggest break we have had in the whole struggle with the Kremlin 
second only to the fact that in Korea we showed we would fight to 
repel armed ageression, which is equally important. And the thing 
that I would like to know from you, and it is very important in m 
own thinking because I have been against the Spanish thing and I 
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am now critically examining what my own position should be under 
existing conditions. The thing that will influence my position is 
advice like yours on the harsh, grim, military facts, one; and the 
next question that I would like to ask you, if you feel you have covered 
that, is what effect do you think our relations with Spain will have 
upon our allies in Europe? They are hollering about it and does it 
really sink in deep or is it just for the record ? 

General Grugentuer. I am not sure whether it is going to sink in 
and hurt. 

(Discussion off the record.) 

Mr. Reece. Will the gentleman yield? 

My father told me as a child that if you see a black snake, hit it 
with a rake or a hoe or any instrument available. 

General Grurntuer. That is the theory on which I am proceeding. 

Mr. Javirs. I saw you in operation in Italy and not only on the 
military side. You may have forgotten, but I have not—I was much 
instructed when we called on you—but also on the political side. I 
am asking you these questions advisedly. I think you are a pretty 
good judge. 

General Gruentuer. Thank you, sir. 

Mr. Jupp. Has the government of which this labor man is repre- 
sentative had such terribly strict scruples about recognizing and send- 
ing oil and rubber and everything else under the sun to Communist 
China which is certainly engaging in atrocities as bad as anything 
Franco or Tito or Stalin himself ever thought of ¢ 

General Gruentuer. The Government from which this laboring 
man came was the United States Government. 

Mr. Jupp. I think you did not answer Mr. Javits’ question. He 
asked if the Europeans—— 

Mr. Javirs. I asked if the General felt that it would break down. 
I wanted the General’s view. He says he did not think so. 

(Discussion off the record.) 

Mr. Jupp. I want the judgment of some of the European laboring 

eople, or persons representing those labor governments, because they 
3 got to determine this matter in the last analysis on some other 
basis than a choice between desirables and on something other than a 
theoretical basis—there are survivals at stake. 

General Grurentruer. That is right. 

Mr. Javrrs. I have one other question that related to another area, 
if we may switch the gears now, and that is to this Near East. I was 
not here all day and I know you will not duplicate and I do not want 
to impose on my colleagues; but the point of Mr. Fulton’s question 
and the point of my interest in this question of the Israeli Army is 
this: This is a perfectly open secret—a provision is made for the 
Near East—and an effort will be made to materially increase that, 
with the feeling that the increase will go to Israel and that effort will 
have a lot of backing; one of the strong arguments for that is that 
in view of the military weakness of the Near East an effective Israeli 
force in being is of great importance to American security. 

Now, whether yes, no, or maybe on that is something, of course, 
that I vould like to hear from you; and if you have covered it, I 
apologize and withdraw it. But if you feel you would like to add 
anything to what answers you have made, I would appreciate it. 
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General Gruenruer. I have not covered it and I would prefer not 
to because I do not feel I am well enough informed on that. This is 
a fact, that the Israeli military force is becoming quite a factor. 
They are developing militarily pretty well. But I think what has 
to be decided as a matter of American foreign policy is going to be 
how the Israelis are going to get along with their neighbors or how 
their neighbors are going to get along with them. 

What I am personally hoping is that enough leadership can come 
out of this so that we can get some kind of a quiescent situation there, 
and I would really like to hope that we could get a cooperative situa- 
perm ene the two sides because then the military side would be 
solved. 

(Discussion off the record.) 

Mr. Fuuron. Could we broaden the scope of that along those lines 
for the area? That is, along the lines that we were speaking of, of 
military force, broadening it to the area rather than the Israeli force 
and these are the Arab forces—take the Middle East area and then 
compare it, for example, to the importance of Yugoslavia on that flank 
salient. Is not the Middle East just about as important to us as an 
area as it is for us to defend Yugoslavia ? 

General GroentHuer. The Middle East is an extremely important 
area; very, very important, and we must find a solution there. 

Now, that is a challenge and I think you gentlemen have a great 
responsibility. 

Mr. Furron. So that those of us who do not choose between the 
Arabs and Israelis who want to find a high level of living in that 
area and getting along together, is not that Near East area necessary 
for the defense of Europe. We cannot hold Europe—or putting it in 
converse—can you, without holding the Middle East, too, because that 
will leave your southern flank open. 

General Gruentuer. That is probably true. It is not absolutely 
true but it comes pretty close to being true and in any case, unless other 
oil reserves are found, aside from the question of the flank, the question 
of Middle East oil is one that is of very, very great importance. If 
you go into a war situation where you hold some place where we were 
trying to show this morning then you need Middle East oil very, very 
badly. Paradoxically, if Europe is overrun, you do not need Middle 
East oil so much. 

So aside from the question of being outflanked, there is a very, very 
great necessity for holding the Middle East. 

Mr. Futron. So then there are two reasons for holding Europe, as 
defense for the Near East and as a vital segment of our plan. The 
first is on the motive power to move the machinery and the equipment 
that you will use in Europe; and secondly, to hold the southern flank 
against an attack and against the Soviet coming down through the 
southern Mediterranean littoral. 

Mrs. Botton. May I ask a question at that point? Would the gen- 
tleman yield for a question? 

Mr. Foutron. Yes. 

Mrs. Bouton. As I listened to you, I had the feeling that you do 
not feel] it is entirely a matter of an army friendly to us in that par- 
ticular area that is important. I have gathered that you consider it 
of vital moment that the whole area be friendly with itself because 
if it explodes within its own borders, the situation would be exceed- 
ingly dangerous to the entire world. 








= 


~~ btw we 





THE MUTUAL SECURITY PROGRAM 1551 


General GruenTueR. That is what I was trying to say. That is 
No. 1 priority. 

Mrs. Bouron. It is agreed in the tripartite agreement that the re- 
ceiving countries are not to use the armies so secured against each 
other. Do you knew of this agreement ? 

General Gruentuer. I am not familiar with that. That is outside 
of our area. 

Mrs. Bouron. On that basis, then, the fact that Israel has a trained 
and equipped army does not necessarily mean that there would be pro- 
tection in that fact against anything that might happen within the 
Near East area itself, nor does it mean that it is only the Russians 
that are dangerous to peace. 

General GruentHeR. When Mr. Javits was asking the question, the 
oint was, when he was asking me a yes, or no, or maybe, [ said before 
would answer that, I would want to look at this other one. 

Mrs. Bouton. I wanted to be sure I understood your answer. 

Mr. Futron. May I finish on that point? 

Chairman RicHarps. Mr. Roosevelt had a question. I did not mean 

to interrupt you. 

Mr. Fuuron. On that particular point, has it not been said that 
one of the troubles with France was that she was indulging in the 
luxury of having two fears when she had better, in these times of 
austerity, limit herself to the one greater fear? As an American citi- 
zen, I think that is exactly right. I think that is the case for all of 
usin America. We had better face the greater danger. 

At this time, the Middle East is quiescent. It is not greatly dis- 
turbed as between Israel and the Arabs. So that if we look to what 
might happen, we are talking of conditions and possibilities that at 
this time we do have the Russian menace threatening us according 
to General Marshall more than ever. If we can find some way that is 
open to have both the Israelites and the Arabs on our side against the 
Russians, don’t you think you had better try to get it ? 

General GruentHeR. By all means. 

Mr. Foutron. If it means implementing an army or armies in that 
area with proper agreements to insure the security of the area within 
itself, we had better try to implement because it is such a vital salient; 
is that no correct? 

General Gruentuer. Yes; I agree with that, again coming in with 
that reservation which I made that if in taking one side or the other 
you have created conditions which caused a great disturbance there, 
then I would want to take a look, another look at it; that is the only 
thing I was bringing up. I do not think I am in disagreement with 
what you are saying. 

Mr. Futon. If you recall, in Greece we had moved in with a mili- 
tary mission that pretty well kept in touch with what was going on 
through the country and with what they were doing with the aid. 

In addition, In Turkey we moved in with a military mission which 
did likewise. 

In China, we did not, which was a very great mistake, in my opinion. 

Now, transporting that thought to the Middle East, would it not be 

ssible through a military mission on the order of either Greece or 
urkey, United States military mission, to check and watch and see 

that any defense material supplied was used for the right purpose ¢ 
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General Gruentuer. It might be a good idea. I am not sure how 
feasible it would be. I suppose some arrangement could be worked 
out. 
Chairman Ricuarps. I want to remind the committee it is getting 
late and we have not gotten around to Siam yet. « 

Mr. Futron. I yield to Mr. Roosevelt. 

Mr. Roosevetr. Mr. Chairman, let me say to the general, if you 
have answered this or covered this ground before while I had to be out 
of the committee, please skip it. 

(Discussion off the record.) 

Mr. Rooseverr. It seems to me that before they could ever start on 
any of these arrows up here, they would have to eliminate the exposure 
on there southern flank which is Yugoslavia and preliminary to any 
Western European offensive would be a satellite operation against 
Yugoslavia if for no other purpose than to tie it up. 

General Gruenruer. From that standpoint, I am in complete 
agreement, but it would be part of the general move. 

When I was talking about the satellites, I was talking about the 
type of attack where the Soviets could hold back and take no part in it. 
If they decide to attack they may have a satellite to take on a certain 
sector, Yugoslavia very definitely being one such sector. But I gave 
it as my view that I did not think that the Soviets would be able to get 
by with another satellite attack while everybody stood by and said, 
“Let them fight it out.” I think it would be a matter for consideration 
of the governments as to whether they would let them get by with it. 

Mr. Roosrvetr. It almost follows that an attack on Yugoslavia by 
any one of her satellite neighbors really should be properly considered 
the beginning of No. 3. 

General GrurntueEr. Very close to it. Here is the point: the satel- 
lite neighbors don’t have the strength to put it across at the moment. 
Unless they get very much stronger, they are not going to be able to 
succeed on that. So the Soviets are going to have to help for that. 
That situation can change and will have to be completely reviewed. 
But I would say if there is a satellite attack against Yugoslavia, we 
are very close to world war III. ‘ 

Mr. Rooseveitr. What would be the reaction today on the part of the 
British and French particularly to going immediately to the aid of 
Yugoslavia? Would they dothat? Italy, I assume, would be shout- 
ing, let’s go and help them because—— 

General Gruentuer. Again, at this time, I do not know what the 
reaction would be. 

(Discussion off the record.) 

Chairman Ricwarps. Are there any other questions, ladies and 
gentlemen ?. 

(No response. ) 

Chairman Ricuarps. Thank you, General Gruenther. We appreci- 
ate the beginning of your testimony as well as the ending and all in 
between. 

I want to ask all committee members to stay here just a minute in 
executive session. We will try to get away from here. We are going 
to find where we are. 

General Gruentruer. Good luck to you all; I have enjoyed seeing 
you. 

Chairman Ricuarps. Thank you, General. 

(Whereupon, at 4:45 p. m., the committee continued in executive 
session off the record.) 
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APPENDIX 


OFFICE OF THE SECRETARY OF DEFENSE, 
Washington, D. C. July 30, 1951. 
Hon. JAMEs P. RIcHARDs, 
Chairman, Committee on Foreign Affairs, 
House of Representatives. 

Dear Mr. RicHakps: I have been advised by staff members of your committee 
that you are interested in information concerning end items in the Department 
and Mutual Defense Assistance Program budgets. I am pleased to furnish you 
with such information. 

There are attached two tables which show information on major procurement 
and production included in defense budgets and the value of end-items in Mutual 
Defense Assistance budgets by fiscal years. Major procurement and production 
categories as a basis for preparation of budget requisitions in the Department of 
Defense are not available for fiscal year 1949 and prior years; this one of the 
major categories in the Department of Defense budget covers only new equip- 
ment items and does not include the maintenance of existing matériel, the pro- 
vision of ammunition for usage, nor the spares and minor components which 
are procured te support equipment and facilities in service. For the fiscal year 
1951, analysis has been made of the total funds available for procurement in 
the separate table which is attached and shows the relationship of funds avail- 
able for obligation and funds obligated as of May 31, 1951. For convenience, 
the report excludes certain categories of production and procurement for the 
military departments in which MDAP is not a claimant for production or has 
only minor requirements. The total of all procurement and production funds 
for the military departments for fiscal year 1951 as of May 31 was $34,592,000,000 
and the total for MDAP as of the same date was $4,638,000,000. 


Sincerely yours, 
S. L. Scort, 


Major General, United States Army, 
Director, Office of Military Assistance. 


TABLE A.—Major procurement and production costs in defense budgets 


[In millions] 
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TABLE C.—Department of Defense, total funds available and obligations for 
procurement in fiscal 1951, by major procurement programs, as of May 31, 
1951—Regular and MDAP funds 









































Millions of dollars 
GP 48 5,3 Percent obligated 
unds av: for 
Procurement programs obligation Obligations to date 
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SaaS. 560 397 957 398 304 702 71 76 73 
OO ETT 3, 475 359 | 3,834 2, 559 310 2, 869 74 86 75 
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and production_-_-__- 34,592 | 4,638 | 30,230 | 26,101 | 3,374 | 29,475 75 73 75 
All other activities._......._- 14, 194 429 | 14,623 | 11,083 227 | 11,310 78 50 78 
Grand total_........... 48,786 | 5,067 | 53,853 | 37,184 | 3,601 | 40,785 76 71 76 
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OFFICE OF THE SECRETARY OF DEFENSE, 
Washington, D. C., August 7, 1951. 
Hon. James P. RicHarps, 
Chairman, Committee on Foreign Affairs, 
House of Representatives. 

Dear Mr. Ricuarps: In the hearing before your committee on July 2, 1951, Mr. 
Herter requested information with respect to training programs under the Mutual 
Defense Assistance Act. 

Although information has been furnished to your committee in this regard, I 
am attaching more complete information with respect to this subject which may 
be inserted in the record. 

Sincerely yours, S. L. Scorr, 
Major General, United States Army, 
Director, Office of Military Assistance. 
Attachment. 





Secretary of Defense—Status of obligations for MDAP training programs 
cumulative through May 31, 1951 
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Total United Other 
States schools 
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lk kee aa ae PY ee REL ~ Es 7, 679, 047 6, 539, 108 1, 139, 939 
ET RES Oe Ra ee Bie OE 15, 292, 525 11, 981, 696 3, 310, 829 
Oi eikcise ssc dieds dotianstatcindeendubcetoucessinye 2, 047, 262 773, 103 1, 274, 159 

672, 015 334, 487 337, 528 

564, 793 67, 468 497, 325 

810, 454 371, 148 439, 306 

- ES |< EE CPR eee eee eee eee 968, 168 214, 472 753, 696 
Rai kunt nd ks catnbiaitied tama timearsiasedeeebhionilakch kmad 312, 311 89, 317 222, 994 
Re es PRR i EP ee SPS 331, 463 2,721 328, 742 
BF cas kincdagusisscolsidns apbicdddibanlotanaaesadeen 324, 304 122, 434 201, 960 
Oh A, NS a ROO a Ss NE 27, 738, 868 20, 281, 879 7, 456, 989 














NoteE.—Title IV not included as there were no programs for 1950-51. 
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DEPARTMENT OF STATE 
Washington, July 20, 951. 
The Honorable JAMES P. RICHARDS, 
Chairman, Committee on Foreign Affairs, 
House of Representatives, 
Washington, D. Cy 
Dear Mr. RicHarps: In my testimony before your committee on July 12, Mr. 
Mansfield asked me (p. 599 of transcript) to furnish a statement with regard 
to the role of United States representatives abroad. Accordingly, I now for- 
ward you a statement on this, prepared for me by the Treasury epartment. I 
am forwarding a copy of this statement to Mr. Mansfield. 
Yours very sincerely, 
Tuomas D. Caror, 
Director, International Sec rity Affairs. 


Unirep STaTES TREASURY REPRUSENTATIVES ABROAD 


For many years the Treasury Department has maintained offces in selected 
places overseas staffed by personnel of its administrative and investigative 
bureaus. In the early days of World War II, when the United States began to 
assume a dominant role in the world economic and political picture, the financial 
interests of this Government in world affairs expanded accordingly, and it was 
found necessary to establish offices staffed by financial policy officials. These 
officials, who bear the title “Treasury Representatives,” are members of the 
Treasury’s Office of International Finance. They represent the Secretary of 
the Treasury in a few foreign capitals in which the United States Government 
has a particular financial interest and usually act as the principal financial 
officers on the respective Ambassadors’ staffs. The primary responsibility of 
this professional staff is to keep the Secretary of the Treasury, the Department 
of State, and other interested agencies of the Government, fully and promptly 
informed with respect to major financial questions arising between foreign 
governments and the United States. 

It is the considered policy of the Treasury to limit the number of its overseas 
offices and to maintain the maximum flexibility in opening and closing offices— 
always, of course, in consultation with the Department of State. As of July 15, 
1951, Treasury representatives were stationed in only nine capitals: London, 
Paris, Rome, Brussels, Frankfurt, Stockholm, Cairo, Tokyo, and Manila. Their 
offices are small; 16 financial economists comprise the whole of the professional 
staff stationed in these 9 centers. The size of the staff, and the places in which 
offices are located, have varied from time to time. During the war period, for 
example, Treasury officials acted with the commands in the theaters of operation 
around the world on military currency problems, exchange problems, and inter- 
governmental accounting associated with military activities. This relationship 
between the military and the Treasury has continued in the principal occupied 
countries in connection with rehabilitation programs for such areas, currency 
reform, and conversion operations, exchange systems, property and claims 
questions, and other subjects. 

Broadly speaking Treasury representatives are stationed in two kinds of 
country—those containing highly developed, important international money 
markets of the sort which can have a significant influence on the pattern of 
world exchange rates and the course of financial affairs generally; and those, 
on the other hand, which, while not important in the world money market, are 
of particular concern to the United States Government. Typical examples of 
these two types of post are London and Manila, respectively. 

Treasury representatives are selected primarily for their special competence 
in domestic and international monetary, banking, and exchange problems. Ex- 
perience and training in this field have in recent years been of growing im- 
portance to the foreign policy of the United States. Thus the Treasury repre- 
sentatives, while maintaining their primary function of Treasury employees 
reporting to the Secretary of the Treasury, have been able to be of service to 
other agencies of the Government, Their continuous contacts with the fiinance 
ministries of the countries in which they are stationed have added sto their 
ability to render such services. For some years past Treasury representatives 
have served as financial advisors to our ambassadors, and have as a result 
become members of the respective embassy teams. <A similar evolution took 
place later with the advent of the ECA mission overeas. Under an arrangement 
requested by Ambassador Harriman in June 1948, the Treasury representative 
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in a country to which an ECA mission is assigned normally acts also as finance 
officer of the ECA mission. Similarly, Treasury representatives have acted as 
advisers to the chiefs of military occupation organizations. The consolidation 
of functions embodied in these arrangements provides a single point of contact 
with foreign officials on financial matters, resulting in what might be described 
as built-in coordination of the interests of the Treasury, Department of State, 
and ECA in the financial aspects of the foreign-assistance programs. The 
arrangement also has done much to overcome the difficulties which otherwise 
would have been created for the foreign-assitance programs by the scarcity of 
qualified sensor financial men available to the Government. 

The functions of the typical Treasury representative at present are therefore 
threefold : 

1. In his primary capacity as the representative of the Secretary of the 
Treasury, he maintains liaison with the Minister of Finance of the country in 
which he is stationed. He acts as a channel of information and views on subjects 
with which the Secretary is concerned as the Cabinet member having primary 
responsibility for the financial Affairs of the Government. In addition to the 
traditional inferests of the hea@ of a national Treasury, the Secretary has, in 
recent years; acquired responsibiilties because of his position as United States 
Governor of the International Monetary Fund and the International Bank for 
Reconstruction and Development and his duties as chairman of the National 
Advisory Council on International Monetary and Financial Problems. The 
Treasury representative confers with the Finance Ministry concerning foreign- 
exchange rates, the country’s gold and dollar reserve position, exchange restric- 
tions and practices, and the terms and conditions of United States’ assistance. 
He advised other departments and agencies of the United States Government 
(e. g., Army finance officers, Federal building operations officers, ete.) concerning 
appropriate exchange rates, overseas banks authorized to be depositories for 
United States Government funds, consistency of proposed operations with over-all 
financial policy of the United States Government, etc. When requested, and 
where appropriate, he advises foreign governments concerning the institution 
and management of improved currency and banking systems. 

2. As a member of the Embassy team the Treasury representative advises the 
Ambassador concerning the broad range of domestic and international financial 
conditions of the country to which the Ambassador is accredited. Furthermore, 
he normally acts as the financial attaché in the economic branch of the Embassy 
and usually assumes responsibility for the financial reporting requested of the 
Embassy. He also assists the consular branch by advising United States citizens, 
the executive branch of the Government, and the Congress concerning the 
personal problems which American citizens encounter as a result of the ex- 
change controls of the country concerned. His constant contacts with the Finance 
Ministry of the country in which he is stationed give him a peculiarly helpful 
background for performing these services. 

3. As the finance officer of the HCA mission he performs similar advisory 
duties for the chief of that mission and negotiates with the government con- 
cerned on such matters as counterpart policy, budgetary and tax reform, general 
monetary policy, and other matters relating to the financial stability of the 
country receiving ECA assistance. In cases where the representative is sta- 
tioned in an occupied country, he similarly advises both the military and political 
representatives of the United States Government on financial matters. 

Treasury representatives are stationed in four key NATO countries—the United 
Kingdom, France, Italy, and Belgium. The current change of emphasis from 
economic recovery to strengthening defense in the NATO area has caused a 
corresponding shift in the emphasis, but not the field of activity, of the Treasury 
staffs in these countries. They act as financial advisers to the Embassy-BCA- 
MAAG teams at the country level. This latest development reflects the fact that 
financial considerations are one of the primary limiting factors to a rapid build- 
up of European defense programs, 

In the Middle East, and to a lesser extent in the Far East, Treasury representa- 
tives operate on a regional basis, being on call for consultation as needed in a 
number of different countries. For several years they have conferred with various 
governments in these areas concerning basic financial problems such as the 
formation of improved monetary systems, the issuance of new types of currencies, 
the development of banking systems, the operation of budgets, and the revision 
of tax systems. While no representatives are permanently stationed in the foreign 
capitals of the Western Hemisphere, Office of International Finance officials are 
available to visit these other capitals when and as required. 
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DEPARTMENT OF STATE, 
Washington, D. C., July 23, 1951. 
Hon. JAMES P. RicHArRDs, 
Chairman, Committee on Foreign Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Ricuarps: In my testimony before your committee on July 12, Mr. 
Roosevelt raised certain questions (p. 644 of the transcript) regarding further 
information on the organization of the Mutual Security Program. I am, there- 
fore, enclosing a supplementary statement and am forwarding additiohal mimeo- 
graphed copies to all of the Members of your committee. 

Yours very sincerely, 
Tuomas D. Canor, 
Director, International Security Affairs. 


SuPPLEMENTARY STATEMENT BY THOMAS D. Canor 


In response to the request of Congressman Roosevelt at page 644 of the 
transcript, I am glad to submit a supplementary statement of my personal views 
on the question of the organization of the Mutual Security Program. 

The committee has received a wide variety of testimony on the subject. This 
is not surprising, in that the problem is a difficult and complex one and one om 
which the experts have disagreed. 

On the one hand, the Rockefeller and Gray reports recommend that various 
overseas economic operations be combined in one agency, but specifically exclude: 
from the functions of this agency the military end-item program which con- 
stitutes the bulk of the proposed Mutual Seeurity Program. Mr. Rockefeller 
in his testimony gave particular emphasis to the distinction. Mr. Paul Hoffman's 
testimony was interpreted in some quarters as favoring a single agency which 
would include military and economic aid functions, but I believe his testimony at 
pages 801 and 811 of the transcript indicates that he was in at least considerable 
doubt on the point. The Brookings Institution, after the most careful sudy, has 
made recommendations to which I believe the committee will want to give the 
most careful consideration. After analyzing the different kinds of activities 
which go into the formulation and implementation of economic and military assis- 
tance programs ,it recommends a multiagency operation in which the State 
Department has the central role. The Committee on the Present Danger has 
made a proposal which has been interpreted as calling for a single agency for 
both the military and the economic aid programs, but actually its proposal con- 
templates that the Defense Department would continue to perform important 
operating functions with respect to end-item assistance and its report also 
recognizes the need for an interagency committee to facilitate interagency 
coordination and agreement. 

In this supplementary statement I do not wish to repeat the substance of my 
prior statement, which outlined in some detail the manner in which the 
present organization functions. My purpose is rather to clarify the issues on 
the question of organization in the light of the various statements and reports 
which are before the committee. 

I start with some basic propositions which should clarify the nature of the 
problem. The first four propositions I do not suppose any one would quarrel? 
with. The others seem to me inevitably to follow. 


AGREED PROPOSITIONS 


A. The Department of Defense determines military questions subject only to 
the President; no other agency should be given authority over the Department 
of Defense on military questions, 

B. The administration of a military-aid program requires constant military 
decisions, with respect to requirements, capabilities, priorities, etc. It also 
requires the services of the military procurement agencies and military per- 
sonnel abroad. 

C. The State Department determines foreign policy subject only to the 
President ; no other agency should be given authority over the State Department 
on questions of foreign policy. 

ID. The administration of a military- and economic-aid program requires 
constant decisions on questions of foreign policy.’ 





1Tilustrations of the kind of foreign policy questions which arise from day to day in 
the administration of this program are given at pp. 2. 
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COROLLARY PROPOSITIONS 


X. Since the Defense Department must be the operating agency for military 
end-item aid, at least two operating agencies are needed: Defense, and one 
other. A single operating agency for the whole Mutual Security Program is 
thus impossible. 

Y. The Defense Department is also inevitably involved inthe top administra- 
tion of the foreign aid program to the extent that military questions are involved. 

Z. The State Department is inevitably involved in the top administration of the 
foreign aid program to the extent that foreign policy questions are involved. 


CONCLUSION FROM THESE PROPOSITIONS 


No one person or agency (except the President) can be given the whole respons- 
ibility for the foreign-aid program or the authority to run it. 


THE PROBLEM 


In the light of these propositions, the real nature of the problem becomes clear. 
It is, how best (a) to coordinate the work of the agencies involved, (b) to get 
decisions where there is disagreement among the agencies, and (c) to provide 
leadership for the program as a whole. 

This is essentially the problem for which various solutions have been proposed 
both in testimony before this committee and in written reports. 


ALTERNATIVES 


As listed by Mr. Foster, the four principal alternatives are— 

(1) Create a new agency which would have the central role in the entire aid 
program, including military end-item aid, and would be the operating agency 
for economic aid. The Defense Department would continue as the operating 
agency for end-item aid. (This is the Committee on the Present Danger proposal.) 

(2) Make the Secretary of State responsible on behalf of the President for 
the coordination and leadership of the whole program through the mechanism 
of an interagency committee chaired by a top-rank State Department official 
responsible directly to the Secretary. The Defense Department and ECA (or 
a successor agency) would continue as the main operating agencies. The State 
Department would not be an operating agency, except for certain technical- 
assistance programs. (This is the present system and is the one proposed by the 
executive branch.) 

(3) Create an economic operating agency which would perform ECA’s present 
functions and would also have additional functions in the overseas economic 
field now performed elsewhere in the Government, such as all claimancy, foreign 
materials development and procurement and all technical-assistance programs. 
(This would be consistent with the Brookings, Rockefeller, and Gray recom- 
mendations.) Military assistance and the coordination of military and eco- 
nomic assistance would presumably be handled as in (2). 

(4) Create a Department of Foreign Affairs, comparable to the Department 
of Defense, with four subordinate departments responsible to it, concerned 
with military, political, economic, and informational activities. 

There has also been suggested a fifth alternative : 

(5) Create a small coordinating agency responsible directly to the President, 
which would coordinate and give direction and leadership to the Defense Depart- 
ment, to the State Department, and the economic operating agency. 


ELIMINATION OF THREE ALTERNATIVES 


Alternatives (3), (4), and (5) may be eliminated at the outset from further 
consideration, for different reasons. 

Alternative (3) is really only a variation of alternative (2) and need not be 
considered as a separate alternative. I personally do not wish to express an 
opinion either for or against expanding the responsibilities of an economic-aid 
operating agency to include related activities. To do so would only distract 
from the central issue which is here presented ; i. e., the method by which mili- 
tary aid and economic aid should be coordinated with each other and with the 
conduct of our foreign policy. . 

Alternative (4)—that of creating a Department of Foreign Affairs with four 
subsidiary departments—was mentioned both by Secretary Acheson and Mr. 
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Foster in their testimony, but neither of them indicated that he was prepared 
to support it as of today. In my opinion, such a major reorganization of the 
executive branch of the Government could hardly be accomplished in the time 
available for consideration of the proposed Mutual Security Program. Accord- 
ingly, I do not believe it is sensible to consider it now as a practical alternative. 

Finally, alternative (5)—the creation of a superagency coordinating office— 
should also be eliminated from consideration at this time. While in some respects 
this plan seems to me superior to the idea of putting the central responsibility in 
the economic operating agency, it does have obvious disadvantages. One is that 
it would mean adding another entity to the three which are already intimately 
involved. Another is the anomaly of creating an agency which appears to be on 
a higher level than the Defense and State Departments with respect to part of 
their activities. 

INTERAGENCY COMMITTEE A NECESSITY 


Before considering further the two alternatives remaining, I wish to point out 
that in either case it would be necessary to make use of the committee device 
to insure interagency coordination and agreement. A program as complex as 
the foreign-aid program inevitably gives rise to differences of opinion among the 
agencies concerned with the program. Since it is obviously impossible to submit 
all these differences to the President for resolution, the solution is to provide a 
constantly available forum where the differences can be threshed out and settled. 
For this purpose the committee device is really the only one available, much as 
some of us may dislike “government by committee.” 

The committee should not consist of the agency heads themselves who simply 
do not have the time to meet regularly, but should be composed of top officials 
responsible directly to the agency heads and clothed with the authority to make 
decisions that will stick. 

I do not believe there is any disagreement among those who have studied this 
problem as to the necessity for such a committee. It was recognized by the Com- 
mittee on the Present Danger. The question might arise in the minds of the 
committee as to why no such committee was necessary in the case of the ECA, 
but, as I shall point out below, the organization problems involved in the ECA 
and in the presently proposed Mutual Security Program are radically different 
in a number of respects. 


THE REMAINING QUESTION 


I hope that in the preceding pages I have been able to clear away some of the 
confusion that has existed in the discussion of this organizational question. If 
my conclusions thus far are sound, the remaining question is a relatively narrow 
one. Although it is not an easy question and one upon which reasonable men can 
and do differ, it is also a question which is not as significant as might have 
appeared at the outset. 

The question simply is: “Granted that the Defense Department, the State 
Department, and an economic operating agency are all necessarily involved, 
who should be the chairman of the interagency committee that must make the 
broad decisions, and who should in his person provide the focal point for the 
program as a whole?” The choice narrows down to two: the administrator of the 
operating economic agency or a top-rank official in the State Department. 


THE ANSWER 


The answer, in my opinion, is that because the entire program is a vital part of 
our national foreign policy and because the main questions arising in the course 
of its administration are foreign policy questions, the Secretary of State must 
be the central figure in the program. Since he himself cannot devote full time to 
the job, he must delegate the responsibility to an individual who will be directly 
responsible to him. 

ECA SET-UP NOT A PARALLEL 


The advocates of giving the economic operating agency the key role in the pro- 
gram point to the precedent of the ECA. They argue that the ECA was just as 
much a function of United States foreign policy as is the proposed Mutual Secur- 
ity Program, and that it was given status independent of the State Department in 
the face of warnings that “there cannot be two Secretaries of State,” and that, in 
spite of these warnings, the operation was a success. 
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There are, however, various circumstances which make the mutual security 
program problem radically different from the ECA problem: 

(1) The basic policy under which the ECA operated was relatively simple and 
was defined in the Act in specific terms. Accordingly, it was possible for the ECA 
to operate within the framework of that policy. In the case of the Mutual 
Security Program, however, the underlying policy is far too general to provide 
adequate direction for an independent agency, and the implementation of this 
broad policy involves constant day-to-day foreign policy decisions. For example: 

(a) Country A says it cannot make any greater defense effort. The United 
States experts believe it could, but recognize that its cabinet has a political prob- 
lem and may well fall if it is pushed harder. A change in cabinet would not neces- 
sarily be for the better. What to do? 

(b) Country B occupies an area the United States is determined shall be denied 
to the Communists, but its government has a record of corruption and waste. 
How far and by what means should the United States seek to establish budgetary 
and fiscal controls? 

(c) Country C is receiving military and economic assistance. A Communist 
coup appears to be imminent. Do we cut off aid? - 

(d) There is evidence that country D, which is receiving aid, is siphoning off 
Government funds in an effort to “fix” an election in which the Communists 
offer a major threat. What do we do? 

As these examples make clear, the situation in each recipient country is differ- 
ent and is constantly changing. Accordingly, our specific policies with respect 
to aid programs must be varied, dynamic, and flexible. Thus, it would be im- 
possible to provide a reasonably stable policy framework, such as was implicit 
in the Marshall plan, within which an agency independent of the State Depart- 
ment could “operate,” 

(2) A second major difference between the Mutual Security Program and the 
ECA is that in the latter case, while certain types of action were expected of 
recipient countries, the process for them was not too painful. The MSP, how- 
ever, requires constant efforts on our part to encourage recipient countries to 
increase their own defense efforts. The result is almost continuous negotiation, 
which is carried on coincidentally with negotiations for other ends. For example, 
we may simultaneously be endeavoring to persuade a particular Government to 
take a certain position with respect to the rearmament of Germany, to work for 
the admission of Greece and Turkey into NATO, to concede certain base rights 
or military privileges to the United States, to take action in a colony looking 
toward a greater measure of independence for its peoples, to reduce trade 
barriers, to send more troops to Korea, to take certain action in the UN, to 
provide aid to Yugoslavia, ete., ete. 

It seems clear that all of these negotiations must be in the hands of the State 
Department, that the State Department must decide strategy and tactics with 
respect to them, and must determine relative priorities in the objectives for 
which we are negotiating. Yet it would obviously not be wise to give to any 
agency the central role in the foreign-aid programs without giving it authority to 
negotiate with recipient countries. 

(3) Perhaps the most striking difference between the ECA set-up and the 
Mutual Security Program is the vital role played in the latter by an inter- 
national organization of which the United States is a part, namely the North 
Atlantic Treaty Organization. While the ECA operation involved dealings with 
the OEEC, we have never been a member of that body and its functions have 
been far more limited than those of NATO. The nature and extent of our 
contribution to the collective defense effort in Europe is much influenced by 
the determinations of this international organization. At the same time the 
NATO Council of Deputies and Standing Group are constantly confronted with 
questions affecting our over-all military and foreign policy, so that our repre- 
sentatives necessarily report to the State Department and the Defense Depart- 
ment. 

These differences can perhaps be summed up by saying that economic opera- 
tions were at the heart of the ECA program, while negotiations which are 
essentially political and constantly involve fundamental questions of military 
and foreign policy are at the heart of the Mutual Security Program. These 
constant negotiations are at the same time the most important and the most 
difficult aspect of the foreign aid program. The technical problems of deter- 
mining military and economic needs, and of furnishing the aid once its character 
and amount are decided upon, go forward smoothly and with expedition. The 
most troublesome factors in the program as a whole are political in nature. As 
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a businessman myself, I feel qualified to say that they are not capable of being 
dealt with by a single administrator outside the State Department. As was 
suggested by the “propositions” with which I began this statement, he could not 
in the nature of things be given the authority to make the decisions that have to 


be made, 





COMPARATIVE MILITARY EXPENDITURES OF WESTERN EUROPE AND or U.S. S. R. AND 
Its EuROPEAN SATELLITES 


The military budgets publicly announced for 1950 by the governments of the 
U. S. S. R. and its European satellites before the outbreak of the Korean War 
amounted to the equivalent of $12.5 billion, or 12.5 percent of their total output 
of about $100 billion. It is estimated that indirect and hidden expenditures for 
military purposes, such as materials supplied by various nonmilitary ministries 
for military purposes, industrial construction for the production of military sup- 
plies, and various military items hidden in the budgets of other agencies, amount 
to an additional $12.5 billion, bringing the total of $25 billion (25 percent of the 
gross national product) ; the 1951 total is expected to increase another 20 per- 
cent—to $30 billion, or 28 percent of the 1951 gross national product. 

The estimated total military expenditures for Western European countries * 
for 1950 amounted to the equivalent of $7 billion, equal to 5 percent of the total 
output of those countries—about $135 billion. The Western European countries 
plan sharp increases in defense outlays in 1951, but they will still be spending 
far less than the U. 8S. S. R. and its satellites. Information is not available for 
all the Western European countries, but those in NATO are increasing their 
defense spending by over 50 percent in 1951, and will devote nearly 8 percent of 
their 1951 gross national product to defense purposes. ; 

The United States estimates of defense expenditures for the fiscal years 
beginning in 1951 and 1952 represent 7.5 and 14.1 percent, respectively, of the 
gross national products. 


AMERICANS FOR DEMOCRATIC ACTION, 
Washington, D. C., July 19, 1951. 
Hon. JAMES RICHARDS, 
Chairman, House Foreign Affairs Committee, 
United States Capitol, Washington, D. C. 

Deark CHAIRMAN RICHARDS: I am enclosing two copies of a statement of 
Americans for Democratic Action with respect to the mutual-security program. 
I shall be grateful if you will make this statement available for committee 
consideration by inserting it in the record of your hearings. 


Sincerely yours, 
JouHN F. P. Tucker, 


Assistant Frecutive Secretary. 


SraTEMENT WITH RESPECT TO THE MUTUAL Securiry PROGRAM SUBMITTED BY 
AMERICANS FOR DEMOCRATIC ACTION 


Americans for Democratic Action, an organization of non-Communist liberals, 
dedicated to the achievement of freedom and economic security, endorses fully 
the broad principles of the Mutual Security Program. ADA believes that the 
primary purpose of American foreign policy must be to relate the United States 
responsibly and creatively to the common efforts of the free nations of the world 
to prevent the spread of tyranny, to avoid a global conflict, and to lay the 
foundations for an ordered world. These objectives are those of the Mutual 
Security Program. 

The Mutual Security Program is another milestone in the development of 
America’s postwar foreign policy. It brings together for the first time in one 
coordinated whole most of the positive elements of the last 5 years. The Mutual 
Defense Assistance Program, the Economic Cooperation Administration’s opera- 


1 Austria, Eslgium-Lasenbere, Denmark, France, Germany (Federal Republic), Greece, 
Italy. Netherlands, Norway, Portugal, Spain, Sweden, Switzerland, Turkev. and the 


United Kingdom. The figures include, in general, direct military expenditures, plus 
expenditures for paramilitary troops, atomic energy research, and military stockpiling. 
The Soviet Orbit estimate, including direct, indirect, and hidden expenditures is believed 
to be somewhat more inclusive than the figures for Western Europe or the United States. 
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tions in Europe and in Southeast Asia, the Technical Cooperation Administration 
in the State Department, the various United Nations relief and aid programs— 
all are included (and many are expanded) in the present proposal. Of special 
importance at the present moment is the newest of the programs, the United 
Nations Korean Reconstruction Agency to which the United States is asked to 
contribute the modest sum of $112.5 million. Americans may well be proud of © 
the constructive approach offered in these integrated efforts at bolstering the free 
world through the common efforts of all its members. 

In some respects ADA believes the Mutual Security Program is not bold or 
imaginative enough. While correctly stressing the overriding need to strengthen 
the military muscle of Western Europe and other nations on the perimeter of the 
Soviet world, the President’s message fails adequately to emphasize that even 
after the rearmament job is completed, there will remain the longer-run and 
vital task of giving economic and technical aid to the underdeveloped areas of 
the world to help them lift their living standards. Point 4 is no more emergency 
program; it must be an integral part of our total foreign policy for years to 
come. 

In particular, ADA regrets that the Administration program makes no recog- 
nition of the comprehensive report issued by the so-called Rockefeller Board on 
the economic development of less advanced areas, This report offers a detailed 
outline of the organization and financing of a far-reaching development program, 
emphasizing especially the creation of new international agencies. United States 
sponsorship of such agencies would be a tremendously powerful weapon in the 
war of ideas. At present many Asians cannot help but look at our point 4 pro- 
gram as merely the tail end of a military policy which they do not yet quite trust. 
We must make it very clear, in the words of the President, that “the only kind 
of war we seek is the good old fight against man’s ancient enemies—poverty, 
disease, hunger, and illiteracy.” 

ADA urges the Congress to act speedily to give life to the Mutual Security Pro- 
gram. We cannot withdraw from the rest of the world; we must not risk all by 
plunging blindly ahead alone. Security, with justice, for the entire free world 
means security for the United States. 


MEMORANDUM OF COMMITTEE ON THE PRESENT DANGER, WASHINGTON, D. C., 
ACCOMPANYING CHART OF SUGGESTED UNITED STATES ORGANIZATION IN EUROPE 


Pursuant to the request of the chairman and certain other members of the 
House Foreign Affairs Committee, the Committee on the Present Danger sub- 
mitted on August 3 a draft of a foreign aid bill, and an organization chart show- 
ing the Washington organization proposed under it. At that time we promised 
to furnish later a chart for the United States European organization which 
had also been requested. This is now submitted herewith. 

We have omitted the international organization both because it is confusing 
to incorporate it in the same chart and because changes in it are a question 
separate from the present bill. 

The object of almost all of the aid to Europe now proposed is to support Gen- 
eral Eisenhower as Supreme Commander in erecting a real defense. The ade- 
quacy of the United States organization should be judged on this basis, and this 
must be its mission. 

At present, confusion of organization and divided authority rule. That 
the set-up works is a tribute, not to it, but to the devoted men struggling under it. 

A major step is necessary to correct matters. Accordingly, we propose that 
a new post be created to be called United States Ambassador-at-large for Europe. 
We propose that this officer wear two hats, reporting as to political matters 
to the Secretary of State and reporting as to foreign aid matters to the Mutual 
Security Administrator. 

He would need three deputies, one for NATO who would deal with political 
matters and would be the United States member of the Council of Deputies. The 
second deputy would be for the Office of European Economic Cooperation 
(OEEC) and the Finance and Economic Board (FEB) on both of which he 
would serve as the United States member. The third deputy would be the United 
States member of the Defense Production Board. 

In the draft of the bill submitted on August 3 to the House Foreign Affairs 
Committee, we described the top-level officer above proposed by the old title 
of United States Special Representative in Europe, created for the European 
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top-level post under the Marshall plan. However, since that time the NATO 
functions have arisen and the two must be kept in step. A new title to make 
clear that the above office is a new one is, therefore, proposed. 

In the bill we have provided legislative authorization for only one deputy, 
which would be the deputy for OEEC. This is because the United States repre- 
senttaive for NATO is already in existence, and because the United States 
member of the Defense Production Board (DPB) also serves as the head of 
the special mission of ECA to the United Kingdom so that no new legislative 
posts for either of them seem requisite. Designation of these men as deputies 
of a new Ambassador-at-large would be merely an administrative matter which 
could be done by directive. 

Under the above plan, the special missions to the participating countries would 
report to the new Ambassador-at-large through his deputy for OEEC. 

The Joint Military Advisory Group would serve in an advisory capacity 
to the Ambassador-at-large. The Military Advisory Groups (MAGS) in the 
different countries would serve as advisers to the special missions of the Mutual 
Security Administrator in such countries. The chief of each such special mis- 
sion would rank next below the Ambassador to such country. 

A recent precedent exists for the above proposal that the new top-level man 
wear two hats and report in his different capacities respectively to two Cabinet 
rank officials in Washington. When Mr. John J. McCloy undertook his mission 
to Germany in 1949, a serious organizational proglem was solved by appointing 
him both as the High Commissioner—in which capacity he reported to the 
Secretary of State—and also as the senior representative of ECA in Germany— 
in which capacity he reported to the Administrator of HCA. This placed the 
ECA mission under him. This arrangement has worked successfully. If the 
man selected is the right man and is acceptable to both Cabinet rank officials 
whom he must serve, such a set-up is entirely practical. 

Tracy 8S. Voorness, Vice Chairman, 





DEPARTMENT OF STATE, 
Washington, August 7, 1951. 
Hon. JAMES P. RIcHARDs, 
House of Representatives. 

My Dear Mr. Ricuarps: My attention has been called to H. R. 5020, a bill to 
promote the foreign policy and provide for the defense and general welfare of the 
United States by furnishing assistance to friendly nations in the interest of inter- 
national security, Which you introduced in the House of Representatives on Au- 
gust 1, 1951. I have also read your accompanying explanatory statement. 

First of all, I wish to state my pleasure at your strong endorsement of the 
purposes of the Mutual Security Program and your forcefully expressed opinion 
that this program is essential for the security of the United States. In the sec- 
ond place, I would like to express my personal appreciation for the painstaking, 
thorough, and objective manner in which you and your committee have conducted 
the hearings on this program and the exhaustive way in which you have been 
exploring the important and intrinsically difficult problems of national security 
for which the program seeks to provide some answer. 

At the same time, I must indicate my concern over the large reduction which 
your bill would make in the amounts of aid which were recommended in this 
program as it was submitted to the Congress by the President. In doing so, I am 
voicing the joint concern of myself, Secretary of Defense Marshall, the Adminis- 
trator of ECA, Mr. William Foster, and others in the executive branch who are 
responsible for this program. In our opinion, these reductions would have an 
adverse effect on the success of the program and would, for this reason, run 
counter to our national interests. As a consequence, I am convinced that we must 
have failed in our presentation to bring out, or properly to emphasize, the facts, 
figures, and supporting arguments which, in our judgment, compel such a con- 
clusion. In this letter, therefore, I should like briefly to summarize our position 
and to indicate our readiness to furnish any additional testimony or information 
which the committee might find helpful. 

Before addressing myself to the specific reductions which you have recom- 
mended, I would like to say a few words about the program as a whole and 
the manner in which it was constructed. 

First, I want to reiterate a statement which I made when I appeared before 
your committee—that the size of the program does not reflect requirements but 
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that rather, on the contrary, its size was drastically reduced below require- 
ments because of limitations in readily available equipment, supplies, and tech- 
nical personnel. In other words, the amounts of assistance recommended by 
the executive branch do not begin to fill those foreign needs which, if it were 
not for current scarcities in military equipment and other materials of aid, 
our national interests would dictate should be met in full. 

Thus, the military aid which we actually requested had already been severely 
cut back from requirements as they were developed by our military authorities. 
Our production experts determined that any larger total military-aid appropria- 
tions, when considered in conjunction with our own military appropriations, 
would not in fact result in the production of any larger quantities of military 
equipment during this fiscal year than under the program proposed. The limita- 
tion here is the capacity of American industry, operating at the present level 
of mobilization, to carry out a bigger production program during 1952 than the 
one which is called for by a combination of the President’s proposals for our 
own Military Establishment and for foreign military aid. We believe the 
present military aid program to be feasible, but we wish, because the require- 
ments certainly so demand, that it might be materially increased. Similarly, 
in the case of economic and technical assistance, we have been confronted with 
serious world-wide shortages in raw materials, machine tools, industrial equip- 
ment, and technicians, and these shortages have handicapped us in developing 
programs of an economic and technical character which are adequate fully to 
accomplish our objectives. 

The program which was submitted represents the product of nearly a year’s 
work on the part of some of the ablest people in the executive branch of the 
Government. It is one of the most carefully prepared programs that has ever 
been transmitted to the Congress. Requirements were developed in great detail 
through exhaustive field studies and thoroughly screened. These requirements 
were considered in conjunction with the requirements of our own Defense BDstab- 
lishment and the civilian economy after equally careful studies had been made 
of our resources and productive capacity. The amount of the program was 
repeatedly cut back, representing the elimination or deferment of less urgent 
requirements because of limitations in resources. One of these progressive cut- 
backs is reflected in the difference of more than $1,150,000,000 between the amount 
for foreign aid contained to the President’s budget message and the amount 
proposed in the specific program now before you. 

If time were not crucial, the further sizable reductions which you propose 
might not have the same adverse consequences that we believe they now do. 
Under such circumstances the meeting of requirements could be phased over a 
longer period. Today, however, time is crucial, and the future of our Nation will 
depend upon how well we use the time that we still have available to build 
strength in places where strength is critical to the survival of free nations. The 
longer that situations of great military, political, and economie weakness prevail 
in various areas of the free world, the longer will we face the risk that Soviet 
exploitation of these situations will precipitate a third world war or cause the 
loss of peoples that are vital to the position of the free nations. If the free 
world had already attained the degree of strength which, over the next few 
years, the Mutual Security Program should help to create, the possibility of other 
Koreas would be vastly reduced, as would the danger that vital regions will fall 
prey to Soviet subversion. Until the day when this level of strength has been 
achieved, and can be maintained, the present danger does not merely continue, 
it increases, because the Soviet world is relentlessly seeking to improve its mili- 
tary posture and has accelerated its efforts to capitalize on the poverty, sickness, 
ignorance, and frustration which prevail in many areas of the free world where 
our technical and economic assistance could do so much in helping to remove 
these conditions and in giving their peoples a hope for the future. Time, there- 
fore, is vital in this whole field, and we cannot afford to postpone until tomorrow 
any of those measures which we have the capacity and national interest to 
undertake today. 

I turn now to the specific consequences which would flow from the particular 
reductions that you have suggested. 

In the case of Europe, your bill would reduce the aggregate amount available 
for foreign assistance by $550,000,000—$265,000,000 in military aid funds and 
$285,000,000 in the funds available for economic assistance. It is our considered 
judgment that this reduction would seriously affect our efforts to build military 
strength in Europe and set back the present already much too extended timetable 
for raising and equipping the forces which are required by General Eisenhower. 
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I can best explain the reasons for the foregoing conclusion by reviewing the 
processes by which the amounts proposed by the President were arrived at in the 
first instance. As you know, the North Atlantic Treaty Organization has 
developed, and the participating gevernments have approved, a military plan 
which calls for the creation within a specified period of forces which will be capa- 
ble of withstanding aggression against the North Atlantic Treaty area. The 
general size and composition of these forces has been initially defined; the cost 
of raising, maintaining, and equipping them has been roughly estimated; and 
the general magnitude of the capital equipment requirements for them has been 
calculated. In addition, estimates have been made of the extent to which the 
European NATO members can, during the specified period, and upon the assump- 
tion that United States economic assistance of a marginal nature will be con- 
tinued, pay for the support, training, equipment, and facilities which such forces 
will need. With these several calculations in hand, it has been possible to make 
a rough approximation of that portion of the total capital equipment requirement 
which may need to come from, or be financed directly by, non-European sources, 
principally the United States. The military assistance funds requested by the 
President would make possible one of several successive installments for meeting 
this total amount. 

Subsequent screening of this plan by General Eisenhower may result in some 
reduction in these requirements, but it is also possible that such a review may 
indicate the necessity for an increase. Subject only to this qualification, | am 
in a position to assure you, after considering the time period within which the 
plan should be completed and the long lead times involved in producing military 
equipment, that the military assistance proposed by the President for the forth- 
coming year represents a disproportionately small slice of the total require- 
ments. The proposed slice would be much larger if our productive capabilities 
appeared adequate, at the present level of mobilization, to make it larger. The 
physical requirements exist, and they cannot be disregarded. They are among 
the hard facts with which we must contend if we are to reach the end which 
we seek. Any reduction in the funds which we have sought can therefore only 
postpone, not alter the necessity for, the fulfillment of these requirements. Such 
a postponement, moreover, While it in no way increases the ultimate saving 
to the United States, does have the effect of decreasing, and by a dispropor- 
tionately large amount, the security which the United States might otherwise 
attain. For one thing it lengthens the period of serious war risk by deferring 
the day when strength adequate to deter or repel aggression will exist in 
Europe. Moreover, failure to deliver this equipment on the schedules which 
have previously been worked out can upset the plans.for the raising and train- 
ing of forces which have already been agreed to by our North Atlantic Treaty 
partners. Thus, it can retard the process of European mobilization, for the 
raising and training of forces must go hand in hand with the provision of equip- 
ment, and the former must invariably be slowed down as the rate of deliveries 
is reduced. Such a cut would, in addition, make it much more difficult, out of 
the equipment to be produced from the funds included in this Tegislation, and 
in the event that future developments should make this advisable, to divert any 
substantial quantities to Germany or other non-NATO countries. 

The reduction in economic aid would, if anything, have equally adverse effects 
on the rearmament of Europe. As we have constantly stressed, one of our 
principal purposes in this program is to help the Europeans to carry as much 
of the rearmament burden as they can without undermining the basic economic 
and social structure which we and they have worked so hard to create through 
the European recovery program. Such an approach not only increases the speed 
with which we can obtain real strength in Europe but also reduces the peridd 
during which the maintenance of this strength will require continued assistance 
from this country. The proposed reduction will slow both of these processes. 

Our economic aid has been, and will continue to be, marginal in the sense that 
it represents those resources which the Europeans do not have and cannot obtain 
for themselves, but which they require in order to develop and make the fullest 
use of their own resources. Our economic assistance as administered has had a 
multiplying effect in that a dollar’s worth of such assistance, when coupled 
with the manpower, materials, and facilities already available in Europe, has 
resulted in increased output many times in excess of that dollar. In this way 
the productive capacity of Europe has been greatly increased, and this increase 
is largely responsible for the fact that Europeans have been able to carry the 
significant burdens of rearmament that have already been undertaken. Since 
consumption, on the average, is close to the minimum level, any further significant 





1568 THE MUTUAL SECURITY PROGRAM 


increases in the European defense effort are dependent upon continued increases 
in production output. A reduction in assistance can only lead to a reduction in 
the ability of the Europeans to increase their output and thereby to provide 
greater amounts for defense purposes. The result, here again, will be a post- 
ponement of the day when these nations can be self-sufficient, with a probable 
consequent increase in the total ultimate cost to the United States, and a post- 
ponement of the time when General Eisenhower will have the necessary military 
strength behind him. 

While it is true, as you have indicated, that European defense production has 
grown more slowly than we had originally hoped and expected, progress has 
been substantial, and a large number of the early physical and technical ob- 
stacles to the acceleration of this process have now been or will shortly be re- 
moved. With their removal, the big remaining obstacle for the Europeans is the 
problem of financing—the problem of mobilizing resources of their own which 
are sufficient to support this production together with all the other militray tasks 
they must perform. Since the economic aid proposed for the NATO countries 
is already based on optimistic assumptions concerning the defense burdens which 
each of these countries can finance for itself, the suggested reduction can have no 
other effect than to limit the military efforts which these countries will be able 
to make during the year ahead. Moreover, because of the multiplying effect of 
our economic assistance. to which I referred above, the reduction will curtail 
these efforts by more than the dollar value of the economic assistance which is 
withheld. Ata time when each one of the participating nations should do every- 
thing of which it is physically capable, it weuid be unfortunate if our aggregate 
effort should fall seriously short of the total effort which, through the judicious 
use of United States economic assistance, would otherwise be possible. 

In the case of the Far East and south and southeast Asia, the proposals 
contained in your bill would reduce the aggregate amount of authorized economic 
assistance from $375,000,000 to $225,000,000, or a reduction of 40 percent. 
$100,000,000 of the total cut would be reflected by the deduction of this amount 
from the authorization for $112,500,000 in new funds which was requested by 
the President for relief and reconstruction work in Korea. The other $50,000,000 
would constitute an approximately 20-percent decrease in the $262,500,000 
recommended for economic and technical assistance in south and southeast Asia, 
Formosa, and the Philippines. The total reduction would necessitate a revision 
in our present plans, and such revision would, in our opinion, decrease our 
ability to attain important national security objectives in this critical region. 

In this vast area, an expanse embracing nearly 30 percent of the world’s 
population, the economic programs, as they were submitted, are, when measured 
against our vital interests in the area and the needs of the area, of modest 
proportions. They represent only 3 percent of the amount which has been pro- 
posed for the mutual-security program as a whole. Their relatively small size 
was again dictated by limitations in available materials and technical personnel 
and by the extent to which available aid could be effectively utilized, under 
the conditions existing in these countries, to advance the security of the free 
nations. Over SO percent of the total amount requested has been programed 
for four countries—Formosa, the Philippines, Indochina, and India—where 
either the size of the need or the critical character of the immediate situation, 
or both, necessitate the largest effort in terms of assistance. In most of the 
remaining countries in this area, the planned programs are so small that any 
appreciable reduction therein would materially reduce, if not eliminate, the 
value of proceeding with them, and yet their abandonment would, we believe, 
be detrimental to our efforts to build real strength in this important corner 
of the world. Consequently, as a practical matter, all or substantially all of 
the $50,000,000 cut would necessarily come out of the present programs for 
the four countries which I have mentioned. I shall therefore review the specific 
results that would follow if this were done. 

The assistance proposed for the Philippines is designed to make possible the 
implementation of the long-term recommendations of the Bell mission for the 
recovery and stabilization of the Philippine economy. This mission made 
the most careful study of the situation existing in the Philippines and its 
conclusions have been endorsed both by this Government and by the Philip- 
pine Government as a Sound approach to the economic problems of this new 
country, A portion of these recommendations concern far-reaching and politi- 
cally difficult actions to be taken by the Philippine Government itself. Many 
of these actions have already been taken, and they have been taken in the 
faith that other recommendations in the report—those calling for actions by 
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the United States—would also be carried out. Failure on the part of this 
Government to undertake these actions would be viewed as a breach of a moral 
commitment, and would make more difficult, and delay the economic recovery 
which the report envisaged. Since the problems of the Philippines, including 
the problem posed by the Communist guerrilla forces, are in large measure a 
product of the country’s economic plight, failure to address the evil at its 
root will prolong the situation which now exists. Moreover, the military as- 
sistance which we are providing to assist in eliminating the Communist guerrilla 
threat will prove useless in the long run if the conditions which have given 
rise to and nourished the Huk movement are permitted to continue. We risk 
this result if any appreciable portion of the proposed $50,000,000 cut were taken 
from the Philippine program. 

I hardly need to stress the importance of Formosa or to describe the difficult 
economic burden which has been imposed on this small island by the necessity 
of maintaining not only a civilian population which has been augmented by 
refugees from the mainland, but also a military force in the neighborhood of 
a half million men. We are attempting by the provision of large quantities of 
military assistance to make these people relatively secure in the event of any 
attempted Chinese Communist invasion. This effort will be impossible of success, 
or at least meaningless in the end, if economic conditions in Formosa should 
seriously deteriorate or if the country should be unable to provide the basic sup- 
port required by the military forces. The economic aid which we have proposed 
has a twofold purpose—first, to make it possible for the Chinese Government to 
feed, clothe, provide the facilities for, and otherwise to maintain during the 
coming year, the military forces to which we are furnishing equipment and, 
second, to increase the capacity of this island to become self-supporting at the 
earliest possible future date. The application of all or some part of the $50,000,- 
000 cut to the projected Formosan program would therefore have either one or 
both of the following consequences: (1) Extend the future period during 
which Formosa would be dependent on outside economic assistance or (2) 
deprive the Formosan forces, with all the adverse effects on morale and military 
effectiveness which this would entail, of certain essential maintenance support. 
The overstrained Formosan economy cannot carry the entire military load 
without our help. 

In Indochina the battle for southeast Asia is now being bitterly waged. Much 
of the country is a theater of active military operations, and on the outcome 
of these operations may hang the fate of free Asia. At the moment, 150,000 
French Union troops, together with slowly increasing forces of the associated 
states, are holding their own. It is nonetheless clear that even with our mili- 
tary assistance, it will be difficult to continue to hold in the future, not alone to 
improve the situation, unless a number of other developments occur. Unless 
the governments of the associated states can deal with the problems of relief 
that are created by the scorched earth tactics of the guerrillas, can develop 
institutions which are responsive to the needs of their people, can raise and 
support additional forces of their own to augment, and eventually to replace, 
the French Union troops, and can commence projects which promise a better 
future for their subjects, the situation will become hopeless. At their present 
stage of developfhent, and beset by widespread hostilities and subversion, these 
new states are unable to take all of these steps without the kind of technical 
and economic assistance that we have proposed in the current program. The 
value of our military assistance in the solution of current military difficulties 
will be materially lessened unless this complementary economic and technical 
aid is also provided. The application of all or an appreciable portion of the 
$50,000,000 reduction to the Indochina program would thus materially detract 
Trom the attainment of our objectives. 

The problems of India have had the special attention of your committee on 
Several occasions during the last 6 months, and I need not belabor them. The 
continued freedom of its 350,000,000 people from Soviet control is obviously a 
matter of great moment to the rest of the free nations. In relation to its im- 
portance, population, and needs, the amount of aid which we have recommended 
is the minimum needed in order to begin an efftcive attack on India’s central 
problem—the shortage of food. We believe it is necessary to expand, and to 
complement with essential supplies, the smail technical assistance projects which 
complement with essential supplies, the small technical assistance projects which 
are directed almost entirely to increasing the production of food. In addition, 
it is important to effect a rapid increase in the base of Indian agriculture—to 
expand India’s agricultural “plant capacity” by clearance of new land, by ground- 
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water irrigation of land that is now marginal, and by the expansion of capacity 
to produce and use fertilizer. The application of all, or any appreciable portion, 
of the $50,000,000 reduction to this program would make the implementation of 
these measures impossible. 

As a practical matter, therefore, this reduction, if it is allowed to stand, woula 
necessarily eliminate, or seriously impair, the programs which have been planned 
for one or more of the above four countries and, in doing so, materially hamper 
our efforts to build strength in Asia. Without such strength, Asia is likely to be 
lost to Soviet communism, and such loss would do incalculable damage to our 
capacity to defend ourselves. Although some of the projects which are proposed 
are long-range in the sense that they will take a number of years to come to frui- 
tion, they are essential to this strength, and if they are not commenced now, in 
this critical period when the future of the free world is being shaped, the reasons 
for commencing them, and the opportunity to commence them, may well be lost. 
The free countries may then already have been absorbed in the Soviet sphere. 

I am also concerned over the effect of the proposed cut of $100,000,000 in 
the authorization of funds for Korean relief and rehabilitation upon the morale 
of the Korean people, upon their willingness and ability to continue resistance 
to Communist control, and upon the contributions which other countries have 
made or pledged for the relief and rehabilitation of the Korean people. I 
fully sympathize with the considerations which led you to propose this reduc- 
tion, but I believe that those which I am setting forth below should be controlling. 

The Korean Government and people are already familiar with the proposed 
$250,000,000 program of the United Nations, and with the fact that the United 
States, subject to the approval of the Congress, has pledged $162.500,000 toward 
this program. The Korean people will not understand the failure of this Govern- 
ment to authorize an appropriation equivalent to the United States pledge and 
will be disturbed over the implications of this failure for their future. Only 
the hope of an eventual improvement in their serious economic plight, a hope 
which is symbolized in the proposed United Nations program, has sustained 
their morale and will to endure their present hardships and sufferings. During 
this period of armistice negotiations, moreover, they are particularly appre- 
hensive over the long-run intentions of the United States and the United Nations 
with respect to their country. The recent announcement of arrangements be- 
tween the Unified Command and the United Nations Korean Reconstruction 
Agency has been extremely helpful, according to our Ambassador, in persuading 
the Koreans that there was no intention to desert them. 

I hardly need emphasize the intimate relationship between the morale of the 
Korean civilian population and the success of the armies operating in*Korea, 
if warfare continues, and of its similar relationship to the maintenance of polit- 
ical stability, if warfare should cease, I believe that the effect of low morale 
or disillusionment upon Korean cooperativeness in military and political nego- 
tiations, and upon their determination by their own efforts to create military and 
economic strength, is also evident. The results of low morale could be dis- 
astrous and largely undo the accomplishments of our costly military efforts. 

I should also stress that an indication of congressional unwillingness to author- 
ize the full amount pledged by the United States to the United Nations Korean 
Reconstruction Agency (UNKRA), subject to congressional approval, would have 
an unfortunate effect on the similar legislative actions which are required at this 
time in other countries in fulfillment of their own pledges. It would also cer- 
tainly affect our expectation that additional countries will contribute to the 
financial support of this undertaking. In addition, the United States must not 
overlook the fact that certain oher nations have already made their pledges good. 
To name only one, Canada has paid its contribution of $7,250,000. The United 
Kingdom, its contribution of $28,000,000 authorized by Parliament, has indicated 
that its pledge was made with the anticipated United States contribution in mind 
and that its payments will be governed by the payments made by the United 
States. I, therefore, think that if the United States fails to exercise leadership 
by fulfilling its moral commitment to this undertaking such action will have an 
atverse effect on the promised or anticipated contributions of other nations, 
whereas forthright action now in accordance with our pledge is likely to stimu- 
late such contributions. Such a development might, in view of our residual 
responsibility to the Republic of Korea, result in a greater total cost to the 
United States in the long run. 

While the date for commencement of a major program cannot yet be fixed, it 
is likely that it will be under way sufficiently early in the current United States 
fiscal year so as to require large amounts available for prompt commitment. The 
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United States contribution will require action by the Appropriations Committees 
as well as by the committees concerned with foreign affairs, and there is a danger 
that funds could not be made available in time if the full authorization were 
not now approved. 

The United States should, by authorizing the full contribution now, honor its 
moral obligation. In this way it will affirm its good faith and give an important 
vote of confidence to these heavily burdened people who have suffered some 
$2,000,000,000 in war damage to their homes, farms, hospitals, and businesses. 

I hope that the foregoing review of the effects of the proposed reductions is 
sufficiently explicit and detailed to provide you with a clear understanding of 
the reasons for our concern over your proposals and of the importance which we 
attach to an authorization for the full amounts requestel. If it fails to do so, 
we are prepared to appear at any time to furnish further explanations. 

Sincerely yours, 
DEAN ACHESON, 


ECONOMIC COOPERATION ADMINISTRATION, 
Washington 25, D. C.. August 7, 1951. 
Hon. JAMrs P. RicHARDs, 
Chairman, House Foreign Affairs Committee. 
House of Representatives, Washington, D. C. 

Dear Mr. CHAIRMAN: May I at the outset express my sincere appreciation for 
the tact, consideration, and patience with which you and your committee have 
treated the difficult and important hearings in connection with our Mutual 
Security Program. 

I am writing at this time because I am greatly concerned over the $435 tillion 
reduction in the economic aid portion of the Mutual Security Program, as 
proposed in your bill H. R. 5020. This represents a reduction of about 17 percent 
in the amount sought by ECA for the European program and nearly 20 percent 
in the amount sought for the Far East program (apart from the Korean rehabili- 
tation program, where the cut approximates nearly 90 percent of the sum 
requested). As you know, we have historically asked for funds only to the 
carefully calculated minimum amount deemed necessary for ECA to do its job. 
The same criteria were used this year and the amount was based on opiimistic 
determinations as to continuing recovery and a frugal estimate of the needs of 
the recipient nations. The aid program proposed was prepared on an austerity 
basis and is the agencies’ estimate of the minimum necessary for the European 
governments to undetake the military tasks imposed on them under our joint 
plan. Such a reduction in the supply of industrial goods and necessary food can 
only result in an even greater inability of the European countries to mount the 
defense efforts that we are relying on from them. 

Specifically, you propose a cut of $285 million from the already severely 
restricted amounts provided for the countries covered in title I of the act. 
This will have the effect of sharply limiting the ability of Europe to attain 
even the presently contemplated levels of rearmament which, as you know 
from our testimony, are even how not nearly adequate. Moreover, due to the 
relationship of the economic aid portions of the bill to the military production 
features which it is intended to support, the elimination of $285 millien will 
actually amount to a cut-back in terms of military equipment of several times 
that amount. 

Continental Western Europe will need to import $3.2 billions worth of dollar 
imports, such as fuels, raw materials, capital equipment, and other manufactures, 
as well as food, feed, fertilizer, natural fibers, and other agricultural products. 
As you know, in fiscal 1952, these imports are much more directly related to 
defense than has been true in the past. Cuts in these imports would inevitably 
and directly affect the level of production in Europe. Goods such as these are 
processed and manufactured within the European countries. In this process, 
the value added by European producers is between four and six times the initial 
value of the goods. Consequently, European production would be cut, or its 
expansion would be retarded, by an amount four to six times as great as the 
amount of the reduction in imports. Nor is this the full story, for one effect of 
the cut in production would be to interfere with European export earnings and 
thus to curtail further the imports that the Europeans are planning to finance 
with their own earnings. 
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Going beyond industrial raw materials, a part of the cut, possibly a large part, 
would fall on capital goods. Insofar as these are items of equipment required 
for the expansion and modernization of European industry, the inability to 
purchase them might not affect production currently but would in a direct and 
obvious fashion retard the recovery process and interfere with military produc- 
tion planning. A substantial part of the industrial machinery and equipment to 
be imported from the United States is accounted for, however, by spare parts. 
No cuts would be possible in this category without risk of a crippling effect on 
eurrent production, Finally, it should be borne in mind that Europe's capital 
goods and machinery imports from the United States consist of items not avail- 
able elsewhere. Since these usually constitute only a small proportion of the 
total cost of capital projects undertaken, the inability to obtain these items would, 
—_ have a large multiple effect upon the rate of investment and production in 

rope. 

The economic aid program was specifically designed to make it possible for 
the Western European countries to mount defense establishments capable of 
withstanding European aggression. The defense portion of this program as- 
sumed by the European countries calls for a significant drain on their resources, 
particularly taking into account the level of income in Europe and the recent date 
of their insecure recovery from the postwar crisis. It should be remembered 
that the Europeans are being called upon to supply most of the manpower for 
the defense plan. They are, themselves, undertaking the costs of, supporting 
this manpower, maintaining and operating equipment and matériel, and the ma- 
jor portion of the cost of basie construction for such items as airfields and 
communications. Due to the lower-cost factors which are applicable to military 
preparations in Europe, the use of United States dollar aid means much more 
in terms of actual equipment produced there. The amount proposed to be elim- 
inated from the European area will result in a substantial reduction in military 
expenditures, in production of matériel, and in maintenance of major equipment. 
Even if this cut were to be offset by an increase in MDAP aid, in order to obtain 
equivalent value, it would have to be of the general magnitude of a billion 
dollars. Alternatively, if there is no offsetting increase, a reduction in the combat- 
readied divisions of European troops available to General Eisenhower will result. 

With respect to the proposed cut of $50 million for the countries covered in 
title III, we already have grave doubts that the $262.5 million requested will 
meet the exigencies of the situations in the countries of the Far East. Any cut in 
the proposed $90 million aid figure for Formosa will be a severe blow to United 
States politico-military policy. In Indochina, we are engaged in an economic sup- 
port operation, directly involved in a military contest with active Communist 
aggression, Any reduction in the aid proposed in this area would be a real blow 
to United States prestige and provide telling propaganda material for the Com- 
munist segments of this and other countries. In Burma, Thailand, and Indo- 
nesia, we have already scaled our programs to an aggregate of less than $30 
million, which represents a contribution of less than 80 cents per capita for these 
countries. If an even lower figure should now be necessary, we shall severely 
compromise our effort to strengthen the economic and political position of these 
countries. The program for the Philippines is tied to the Bell recommendations 
and conditioned upon undertakings to be assumed by the Philippine Government. 
In reliance on this commitment, the Philippine Government has taken steps in 
the fields of increased taxes, minimum wages, and social improvements to qualify 
themselves for aid from the United States. To withdraw that aid now will cer- 
tainly effect our position in the Far East and threaten the progress now apparent 
in the Philippines, : 

In summary, the effect of these cuts in Europe will be to retard the expansion 
of production and of raising and supporting the forces and facilities which the 
defense programs absolutely require. In the Far East, where programs in most 
instances have barely commenced, they will impair our effectiveness and, in some 
instances, may warrant the total withdrawal of essential country-aid programs. 
I urge upon you, therefore, to reconsider the amounts recommendations in the 
substitute bill introduced by you and to restore the proposals of our submission. 
If you should desire any further justification of the detail in our presentation, we 
will, of course, be happy to provide it. 

Sincerely yours, 


Wiu1aM C. Foster, Administrator. 
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DEPARTMENT OF STATE, 
Washington, August 7, 1951. 
Hon. JaMes P. RicHarps, 
Chairman, Committee on Foreign Affairs, 
United States House of Representatives. 


My Dear Mk. Ricuarps: I am pleased to furnish the attached statement show- 
ing the number of persons included under the training and exchange aspects of 
the point 4 program and related programs. This statement was requested by the 
Honorable John M. Vorys for his information, and by the Honorable Abraham 
A. Ribicoff for the record on Monday, July 30, 1951, during the hearings before 
your committee on the Mutual Security Program. 

I have sent copies of this statement directly to Congressmen Vorys and Ribicoff 
for their personal information. 

Most of the exchanges authorized are for training in the United States: how- 
ever, there are other training centers now in use in Puerto Rico and Beirut, and 
it is contemplated that additional training centers will be established outside the 
United States when it is advantageous to do so. 

Sincerely yours, 
Henry G. BENNETT, 
Administrator, Technical Cooperation Administration. 


SumMMARY OF TRAINING AND ExcHANGE ProGRaAMs WirH GEOGRAPHIC 
Disrrinution, Fiscan Year 1951 


The training and exchange activities sponsored by the United States Govern- 
ment come under five principal headings, and in addition there are a few 
special programs limited to one or two countries, as shown in the attached state- 
ment. The five principal programs are as follows: Point 4, ECA, Smith-Mundt, 
Fulbright, and UN. The point 4 program makes maximum use of existing ad- 
ministrative machinery established by the Office of Educational Exchange in 
the State Department for the selection and processing of trainees. This pro- 
cedure gives maximum insurance against duplication in the three programs under 
the State Department’s supervision; viz point 4, Smith-Mundt, and Fulbright. 
The point 4 administration endeavors to avoid duplication of the training and 
exchange activities of other agencies, and observes the following precautions: 

(a) Authorizes only those exchanges which serve the long-range economic 
development objectives of the program. Such exchanges differ from those of 
ECA which concentrate on additional production related to the present emer- 
gency, and also from those cultural and general educational exchanges admin- 
istered by the Office of Educational Exchange of the State Department. 

(b) Coordinates closely with the UN and its specialized agencies so that it 
is informed of each request received for training and exchange by the UN. 

(c) Utilizes field selection machinery and the processing facilities of the 
Office of Educational Exchange wherever possible. 

There follows a summary table showing the number of exchanges authorized 
for fiscal year 1951 by program. 


Baechanges authorized for fiscal year 1951, all programs 


Number of 
Program persons 


Fulbright (Public Law ! 
Smith-Mundt, Fulbright?” 


Special : 
Iranian trust fund (Public Law 861) 
Chinese students (not exchanges) 
Japanese reorientation (U. 8S. Army) -—-------.--------------- MT 
Austria and Germany (reorientation) 
Finnish educational exchange 
1 Round trip travel only. 


2 Joint Smith-Mundt, Fulbright grants. 
3 Covers period from July 1 to Dec. 31, 1950. 
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Attached to this statement is a table showing the application of the 
several governmental training and education exchange programs to 
the various countries of the world. The following paragraphs out- 
line the scope and approximate size of each of the programs: 

(1) Point 4 exwchanges.—The point 4 program, authorized by Public 
Law 535, Eighty-first Congress, brings trainees to training centers in 
the United States and elsewhere from the economically underdevelop- 
ed countries of Latin America, Africa, and the Near East. These per- 
sons are selected beeause of their ability to make a contribution to the 
economic development of their countries. Training is given in a wide 
variety of skills having economic significance. Eight hundred and 
sixty-two exchanges were approved in fiscal year 1951 under the point 
4 program. 

(2) ECA exchanges.—The Economic Cooperation Administration 
provides for technical training and intensive study of production 
techniques for persons from the countries of Europe and their de- 
pendent overseas territories, and from Korea, China, the Philippines, 
and southeast Asia. During fiscal year 1951, 2,835 trainees came to the 
United States from Western Europe, and 73 from the Far East. Most 
of these came for relatively short periods. Attention was usually 
given to training in industrial production techniques. 

(3) Smith-Mundt eachanges.—The Office of Educational Exchange 
of the State Department, under Public Law 402, Eightieth Congress 
the Smith-Mundt Act, carries out professional and cultural exchanges 
with most of the countries of the world. This program is active in a 
variety of fields, but technical personnel are not included in this pro- 
gram wherever point 4 or ECA programs are active. Within the De- 
partment of State there is close coordination between the Technical 
Cooperation Administration and the Office of Educational Exchange 
to insure against duplication. A total of 1,047 exchanges were approv- 
ed during fiscal year 1951. 

(4) Fulbright exchanges.—The Office of Educational Exchange 
administers the Fulbright program under Public Law 584, Seventy- 
ninth Congress, which is applicable to 18 countries in Europe, the 
Near East, and the Far East. The Smith-Mundt and Fulbright 
programs are operated so as to supplement each other, many of the 
grants being joint awards. Coordination between the Fulbright pro- 
gram and the technical assistance programs of point 4 and ECA is 
effected in the field by having the local ECA or TCA representatives 
sit on the board of the local Fulbright Foundation or meet with it 
when candidates are selected. Approximately 1,331 grants were made 
under the Fulbright program in fiscal year 1951. 

(5) UN eachanges.—The expanded program of technical assistance 
under the United Nations and the related specialized agencies, is 
operative in 42 countries, in all parts of the world. Coordination with 
the point 4 program is achieved by a constant exchange of information 
between Washington and the United Nations headquarters on re- 
quests for technical assistance, and by United States missions in the 
field which keep themselves informed on requests made to interna- 
tional agencies. In the first fiscal period of the United Nations 
program from July 1, 1950, to December 31, 1950, a total of nearly 
900 fellowships and scholarships were granted, or under consideration. 
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(6) Special program exchanges.—There are several special pro- 
grams applicable in each case to only one or two countries. These, 
with approximate numbers of exchanges, are: 

(a) an: Iranian trust fund, under Public Law 861, Eighty-first 
Congress, 10 persons. 

(b) China: Assistance to Chinese students, under Public Law 535, 
Eighty-first Congress, title II. (No exchanges; 2,890 Chinese in the 
United States.) 

(c) Japan and the Ryukyu Islands: Reorientation program opera- 
ted by the United States Army ; 840 persons. 

(d) Austria and Germany: Program authorized under general 
appropriation act for 1951. Germany, 2,790 persons; Austria, 250 
persons. 

(e) Finland: Finnish educational exchange program, under Public 
Law 265, Eighty-first Congress, 65 persons. 

In each case where more than one United States program is opera- 
tive coordination procedures are in effect to insure that there will 
be no duplication of effort. . 


ATTACHMENT 1 
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ATTACHMENT 1—Continued 
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DEPARTMENT OF STATE, 
TECHNICAL COOPERATION ADMINISTRATION, 
Washington, August 7, 1951. 
The Honorable JAMES P. RICHARDS, 
Chairman, Committee on Foreign Affairs, 
House of Representatives. 

My Dear Mr. RicHarps: During my testimony before your committee on July 
30, Mr. Javits asked me several related questions on the problems of securing ade- 
quate investment capital for the development of under-developed areas, and on 
the proposal for an international economic development agency of the World 
Bank by Mr. Nelson Rockefeller and the International Development Advisory 
Board. The attached statement provides my answers to these questions. 

A copy of the enclosed statement has been sent directly to Mr. Javits for 
his personal information. 

I shall be happy to give you any additional information you desire. 

Sincerely yours, 
Henry G. Bennett, Administrator. 


STATEMENT BY Dr. Henry G. BENNETT ON SEVERAL PROBLEMS RELATED TO PROVID- 
ING CAPITAL FOR THE DEVELOPMENT OF UNDERDEVELOPED AREAS 


I have been asked to state my views on how the dearth of investment capital 
in the underdeveloped countries affects our program and what can be done to 
stimulate such investment. I have also been asked to give my views on Mr. 
Rockefeller’s recommendation for an international economic development 
agency of the International Bank. 

First of all, let me say that I fully recognize the importance of capital invest- 
ment to economic development. To take only one example, we are all familiar 
with the impetus given the development of our own country by the investment 
of foreign capital from Europe. The fact that a dearth of investment capital 
exists in the underdeveloped countries today is one of the important reasons 
for the point 4 program. 
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I believe that domestic savings must provide the bulk of the capital for de- 
velopment of the underdeveloped areas as it has always done in the past. How- 
ever, domestic investment alone will not be sufficient in many countries and will 
have to be supplemented by foreign investment, both public and private. There- 
fore, I believe that our Government should vigorously press forward in its efforts 
to create conditions favorable to private investment abroad. A major part of 
this effort is the negotiation of modern commercial treaties which include assur- 
ances of fair treatment of American investors. I also believe that limited 
guaranties of private investments, as previously proposed by the executive 
branch, would be of value. Long-term purchasing contracts and other market 
po cirene may be necessary to stimulate the development of critical materials 
abroad. 

I question, however, whether the establishment and operation of an Inter- 
national Development Authority for distributing grants for economic develop- 
ment, as proposed by the International Development Advisory Board, is de- 
sirable at this time. My reasons for taking this position are given later in this 
statement. 

The outflow of American private investment capital to underdeveloped areas 
in recent years has been disappointingly small in relation to need. In 1949, 
such investment was only $852 million including reinvested earnings, and in 
ar it fell to $506 million. Two-thirds of this investment was in the petroleum 

eld. 

I am convinced that the greatest inducement that can be offered investors 
of capital is profit. The potentialities for profitable investment in underdevel- 
oped areas are high but are often difficult to realize both because basic facilities 
and services in the areas are so inadequate and because the purchasing power of 
the people is so low. To help improve the facilities, the services, and the 
people’s buying power is the challenge to the point 4 program. 

In the underdeveloped countries, 80 percent of the people, the consumers, 
live on the land. Their average income, of less than $100 a year in 1949, is so low 
that they cannot be good customers of industry, either foreign or domestic. 
These people have pretty much the same human desires the world over. They 
would like to buy stoves, kitchen utensils, furniture, bed sheets, clothing for 
their families, even radios and automobiles, if only they had the money. Now 
they are primarily concerned with getting enough food to eat. Such poor 
people cannot afford to save much above their meager consumption, and there- 
fore local investment capital is inadequate. It is estimated that domestic sav- 
ings are about 2 to 3 percent of national income in India and Ceylon where per 
capita incomes in 1949 were the equivalent of $54 and $75 per year. Capital 
in underdeveloped countries is so scarce that it is frequently hoarded, and sent 
abroad for security, used for short-term commercial lending at high interest 
rates, or invested in land and speculative activities. In this country net sav- 
ings amounted to 16 percent of national income in 1950. 

The only way I can see that the income and the savings of the masses of 
these people can be increased is for them to increase their own production. If 
they can grow enough corn and wheat and rice to satisfy their own needs and a 
little bit more, they can sell the surplus for ready cash. The surplus will need 
to be milled, and that calls for plants and machinery, which means capital 
investment. If they grow cotton in commercial quantities, that means gins 
and crushing mills, spinning and weaving plants, and a textile industry. These 
things require capital investment. 

But the basic thing is to enable the people on the land to produce more, so 
they will have more products to sell and therefore more money to spend for 
the things they need and want. As their income rises, they create a profitable 
market for industries that require capital investment. In fact, I believe that 
if we help create this increased production and these profitable markets, you 
can’t kéep investors from coming in. : 

Generally speaking, to try to persuade investors to put their capital into 
ventures in these countries before a good market exists is to put the cart before 
the horse. Although the underdeveloped countries are predominantly agri- 
cultural, farming is practiced at a primitive level. I believe as a general rule 
we can say that agricultural development is a prerequisite of industrial develop- 
ment. Increased agricultural production provides both the raw materials for 
the small industries that are the next natural step in economic development, 
and the income that enables the people to buy the products of those industries. 
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Frankly, I think the best thing that point 4 can do to encourage capital in- 
vestment in the underdeveloped countries as a whole is to work first with the 
people where they are, on the land, to enable them to create new wealth and 
new income that will make the investment of capital profitable. 

As a general proposition, this is a long-range program, and I honestly can’t 
promise that this process will open up opportunities for new markets and new 
industries overnight. But I do think it is the only sound way to proceed, so 
that the result in the long run will be satisfactory both to the people of the un- 
derdeveloped countries and to us. 

Going at it this way doesn’t cost very much. The millions of farmers and 
peasants in these countries don’t need large quantities of expensive machinery 
like tractors and combines. Most of them farm plots so small that mechanized 
farming wouldn't be profitable. They need simple, inexpensive improvements— 
a little better seed, a little better plow, a long-handled instead of a short-handled 
hoe, a scythe instead of a sickle, a simple threshing machine instead of oxen 
treading out the grain, a way to preserve food from one harvest season to the 
next. Most of these things they can do themselves, with their own resources, if 
they are shown how. 

In fact, as I have indicated, most of the capital that should go into building 
up these countries should come from within a large part of the natural re- 
sources and the labor be local, and there are limits to the foreign debt which 
underdeveloped countries can support. As the income of the people increases, 
the increased savings can be channeled into savings banks and insurance com- 
panies and used for economic development projects. One of the most construc- 
tive forms of technical assistance we can give is the advice and counsel of ex- 
perienced technicians in the fields of administration, management, financing and 
small industries. We are already providing such assistance in some cases. For 
example, we are carrying out projects in Paraguay, Costa Rica, Saudi Arabia, 
and Pakistan in revision of the tax system, tariff structure, customs collection 
and the improvement of central banks. I expect we will need to expand our 
operations of this kind as the demand increases. 

The fact is, the more the economies of the other countries grow, the more they 
find they can do for themselves, the greater the opportunities for private invest- 
ment are likely to be. In the development of its 6-year program in the Colombo 
plan, the Indian Government estimated that domestic savings and investment 
would increase from 2% to 4% to 5 percent of a rising national income. The 
people become accustomed to thinking in business and financial terms that are 
familiar to us, and they become less suspicious of Americans with money to 
invest for a fair return. 

There are already some specific instances where American capital can be 
invested to mutual advantage, and we are constantly on the lookout for them. 
On a selective basis, we intend to acquaint American interests with promising 
opportunities for investment and to help countries that need and want capital 
for specific developments to get in touch with potential investors. 

Of course, there are other cases where outside public capital is needed for 
projects unsuitable for private investment. We work closely with the Interna- 
tional Bank for Reconstruction and Development and with the Export-Import 
Bank on projects where technical cooperation and investment are dependent 
upon each other. These two institutions made loans of $768 million in 1950 to 
underdeveloped countries. They provided financing for basic utilities—hydro- 
electric power, transportation, harbor development, irrigation projects, sewage 
systems and the like—which supplement and encourage, rather than compete 
with private capital. The Congress is being asked to increase the lending 
authority of the Export-Import Bank by $1,000,000,000, and I support this 
proposal as a sound measure for assisting in the economic development of 
friendly countries. f 

I firmly believe that as the point 4 program progresses, we will learn much 
more about the possibilities of capital investment in the underdeveloped countries, 
and how it can be increased to their advantage and ours. I believe that we will 
find that constructive, imaginative thinking can provide solutions to many 
problems where the financing of economic development projects is involved. 

Above all, I believe that a practical, down-to-earth program of technical co- 
operation which encourages, and is combined with sound capital investment can 
do much to increase productivity and improve living conditions in the under- 
developed countries without placing a heavy burden on the Public Treasury of 
the United States. 
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THE NEED FOR NEW INTERNATIONAL INSTITUTIONS 


Mr. Javits asked me to give facts and figures leading to any support or lack 
of it for Mr. Nelson Rockefeller’s recommendation for an international economic 
development agency of the World Bank. This brings up the question of grants 
for financing economic development, which I have not previously discussed, 
since one of the two new international agencies proposed by Mr. Rockefeller 
and his advisory board is the International Development Authority, a proposed 
grant institution. 

I do not feel that it would be feasible at this time to establish an inter- 
national development agency for the purpose of distributing grants. No organ- 
ization can be truly international in character unless a sufficient number of 
countries are able to make effective and significant contributions to it, At 
the present time, it would be unrealistic to assume that such contributions, 
amounting to $300 millon according to the Rockefeller report, would be forth- 
coming from other members of the United Nations. I would hope that such 
grant aid as is made available by the Congress can be effectively utilized without 
creating new agencies and without establishing grant aid as a normal feature 
of international cooperation. 

As to the desirability and feasibility of establishing an International Finance 
Corporation in connection with the International Bank, whose functions would 
include providing to private enterprise equity capital and loans to them without 
government guaranties, there appears to be some merit to such a proposal. 
However, it is not clear that a new agency as a subsidiary to the bank is re- 
quired to perform this job, since the bank for example, could in most cases effect 
the same result by providing loan capital to national development banks or a 
group of local banks as it has done in Turkey, Ethiopia, and Mexico. However, 
the proposal certainly deserves study. I understand that the Economic and 
Social Council of the UN is being requested to initiate such a study. 


DEPARTMENT OF STATE, 
TECHNICAL COOPERATION ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
. Washington, August 7, 1951. 
Hon. JAMes P, RIcHARDS, 
Chairman, Committee on Foreign Affairs, 
House of Representatives. 

My Dear Mr. RicHarps: During the hearings before the Committee on Foreigu 
Affairs on Monday, July 30, 1951, a request was made by the Honorable James G. 
Fulton for a suggestion concerning the possible use of Chinese students in the 
point 4 program. 

I am pleased to furnish the attached statement on this subject for inclusion 
in the record. 


Sincerely yours, 
Henry G. BENNeEtTT, 


Administrator. 


STATEMENT ON THE PossIBLE USE OF CHINESE STUDENTS IN THE TECHNICAL 
COOPERATION PROGRAM 


I am informed that during fiscal year 1951, 2,890 grants were awarded to 
Chinese students and scholars in this country. While many of the graduates 
have gone back to Communist China (about 100 out of 1,000 graduates last 
year), most of the rest have found jobs here. The technically trained students, 
engineers and the like, who might be most useful in point 4 are the ones who 
have found it easiest to get regular jobs. Those who have studied in such fields 
as the law and the humanities have found it less easy to get work. 

Most of these students have come to the United States either on their own 
responsibility or under the auspices of the Nationalist Government. They are 
not stranded here as a result of a United States Government program. Our 
responsibility for these students is perhaps limited more to general humani- 
tarian considerations than to what might be termed an organizational responsi- 
bility. 

In considering the possibility of using Chinese abroad as the representatives 
of the United States certain serious difficulties have become apparent. It is 
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in the countries of southeast Asia that they would be most useful, but it is in 
some of these very countries that the feeling against the Chinese is most acute, 
because of the extent to which the Chinese have infiltrated into their economic 
and political life. An additional deterrent is the fact that the families of these 
students are still in China, and through them it is possible that great pressures 
can be exercised. Very careful consideraion should be given to the advisability 
of putting these students in positions of responsibility under the United States 
Government in overseas positions where such pressures could be applied. 

My conclusion, therefore, is that we must be sympathetic but cautious in the 
use of Chinese students under the point 4 program. The solution to this problem 
might best be approached through other Government agencies. 





STATEMENT By Hon. GreorGe C. MCGHEE 
THE INDEPENDENT COUNTRIES OF NORTHERN AFRICA 


We are convinced that the modest aid programs proposed for the independent 
African countries of Libya, Liberia, and Ethiopia are fully justified. Each in 
its own way is an important unit in the Mutual Security Program. 

The investment of private funds from the United States has made Liberia an 
important source of rubber. Export-Import Bank loans have enabled Liberia to 
export high-grade iron ore to the United States, the first shipload of which 
arrived in Baltimore on June 22. The Export-Import Bank loans are assisting 
in the development of Liberia’s palm kernels and cocoa crops. The port of 
Monrovia, developed with United States assistance, makes these materials readily 
available for ocean transport. 

The geographical location of Liberia fully justifies its continued development 
as a source of raw materials. Much remains to be done, however, before Liberia 
realizes its potential; the proposed aid program, emphasizing food production 
and public health, will enable Liberia to make best use of other resources, in- 
cluding its line of credit from the Export-Import Bank. 

In Libya a people, previously under colonial status, are establishing a nation. 
The development of Libya as a stable state is important to the United States, 
who strongly supported the UN resolution providing for Libya’s independence 
on or before January 1, 1952. Libya is of course contiguous with other near- 
eastern territories which have been discussed earlier in this presentation. Its 
coast line and its airfields are of great strategic importance to us. It’s people 
require the assistance of the Mutual Security Program in order to build up 
their economy, which is largely agricultural and pastoral. 

Ethiopia and Eritrea lie adjacent to the Red Sea, strategically located on the 
transport life line to the east and on the perimeter of the Near East. Ethiopia 
has been traditionally friendly to us and Ethiopian troops have recently arrived 
in Korea to participate in the UN military operation there. In view of the 
progressive attitude of the Government and its promising natural resources, 
Ethiopia again is a case where we can expect early returns from a modest pro- 
gram of assistance which will supplement aid which Ethiopia is now receiving 
through the International Bank. ; 

The total aid proposed for these three African countries amounts to $4 million. 
Dr. Bennett will deal with these programs more specifically. 





STATEMENT OF AMBASSADOR HENRY F. GRApy on Alp To IRAN 


Iran lies in the long space between the two areas—Europe and the Far East— 
where American interest has been centered since the war. I think it warrants 
more attention than we as a Nation have been giving it. 

Iran is a country about the size of our Southwest, and, like it, rather sparsely 
settled by around 15 million people. Most of these people are farmers living 
in poverty and illiteracy in the few parts of the country where there is now 
sufficient water for agriculture. The only industry of any size is oil which is 
located along the Persian Gulf. 

The country has great potenial wealth. Its oil reserves are tremendous ; there 
are good indications of other minerals ; and the land will blossom like our South- 
west if the use of farm machinery, irrigation, and modern techniques can be 
developed. And the Iranian, though now untrained and unskilled, is a hard 
and intelligent worker. 
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_. Unfortunately the economic, social, and political structures of the country are 
so undeveloped that its wealth and manpower yield only a small return. One 
survey showed that the average per capita income of the rural population— 
including what the peasant grows for himself—is only the equivalent of about 
$50 a year. The relationship of peasants to landlords is reminiscent of feudalism. 
While the forms of democracy are observed, only a small fraction of the people 
have yet been brought into participation in it. These blunt facts I mention not 
in a spirit of criticism, but to show how much needs to be done. 

Iran with its oil, warm-water ports, and position as a buffer area offers a 
glittering target to the Russians. And to make it easier for the Soviets Iran 
possesses social unrest—and a 1,500-mile border with Russia. 

Russia’s pressure on its little neighbor has two prongs—fear and promise. 
As to the first, the Russians need do nothing. The fear that the Russians will 
sweep down on them grows naturally out of the historical attitude of Russia 
toward Iran, and, more recently, out of Russia’s actions in Eastern Europe, in 
the Far East, and in Iran itself in 1945. This fear is deep and almost silent. 

As to the second prong—promise—the Soviets are quite active. Through 
propaganda from across the border and through the Communist-inspired Tudeh 
Party within the country, there is a constant campaign along the familiar lines: 
“You are being exploited by the Anglo-American imperialists and by the corrupt 
landlords. Communism would end your poverty and oppression, and give you 
equality and a decent living.” 

What has been the American answer to this pressure? Frankly a small one. 

We delivered surplus arms under a $25 million loan in 1948 and 1949, we began 
free deliveries of arms under MDAP in 1950. The initial amounts under MDAP 
have been modest in comparison with allotments to European countries, but 
have been as large as our American military advisers thought the Iranian Army 
and Air Force could usefully absorb. Under guidance of these American ad- 
visors the armed forces have shown considerable improvement in the last sev- 
eral years, and have attained greater skill in the handling of modern equipment. 
The armed forces are now capable of using increased amounts of military equip 
ment. 

The Iranians have no intention of building up an Iranian Army which can 
unassisted repel a full-scale invasion. The primary purpose of the Iranian Army 
is to safeguard this little country against the type of satellite attack used in 
Greece and Korea, and to guard against internal disorder fomented by foreign 
enemies. It is hoped that in time to come this army will be a strong partner 
in the world-wide defense of the free world. 

On the economic side our material assistance to the country has consisted only 
of a small point 4 program. This is a village program designed to improve edu- 
cation, agriculture, health, and sanitation in the rural! areas where SO percent 
of the people live. The work is done through demonstration villages with Amer- 
ican and Iranian technicians in agriculture, irrigation, rural education, public 
health, and sanitation showing farmers how to improve their production and 
standard of living. 

We Americans who live in Iran—and I am spfaking not just of Government 
officials but of businessmen, missionaries, journalists, doctors, and soldiers—all 
agree that education in the practical things of life, such as the village program 
gives, must come before democracy can take deep root in the country. The 
Iranians themselves, whether they be our friends or critics, educated city peo- 
ple or illiterate villagers, are enthusiastic about the program. 

The third part of our American approach is the information program of 
USIE. Since this essential program is being presented to you at another time 
I will not go into it here. 

So much for our efforts up to now. And now for a few comments. 

There is a unanimous feeling among Iranians that our military aid should be 
accompanied by economic aid, and if forced to choose between the two, most 
Iranians would take the economic aid. Their reasoning is that an army is of 
very limited value if its country is weakened by poverty, illiteracy, and lack of 
strong social and political structures. I think we Americans agree with this 
principle. We have given it publie recognition by assisting in the rebuilding of 
the European economy through ECA before embarking on a military program 
under MDAP. However, due to accidents of timing our military aid in Iran has 
preceded our economic aid, thus subjecting us to some well-deserved criticism. 
In our point 4 program we have begun to correct this, and the proposal now 
before you—balanced between economic and military—will carry us forward 
along the lines thought best by both Iranians and Americans. 
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In former consideration of economic aid for Iran the objection has some- 
times arisen that the aid might be misused. I would like to meet this objection 
head-on. The Iranian government, it is true, is less able to administer an aid 
program than the governments of Western Europe. But this is not the point. 
We are granting aid where the need is greatest and not just where it will be 
administered the best. In fact, the same conditions which create the need 
for aid may also create a propensity for less efficient administration of the aid. 
If we hang back because the government is not all that we desire, we get nowhere. 
And furthermore, I am confident that we can help Iran to administer any 
economic aid so that it will be well spent. 

In describing what our program has been I have in effect described what we 
plan our program to be in the future. The funds which we are requesting now 
will be used to carry on our past program with one modification. On the mili- 
tary side to attain the objectives stated we will use the money in roughly equal 
parts for new equipment, spare parts, and ammunition. On the economic side 
the technical-assistance program will be greatly expanded so that we will be 
reaching a sizable segment of the country rather than trying to do the job 
through a few demonstration centers. The new element in the program is that 
some funds will be used for capital improvements—wells, agricultural machin- 
ery, sawmills, and similar projects. This part of the program is really an 
extension of the technical aid, since the capital expenditures will be in close 
connection with our village instruction. 

In addition to telling the Iranian farmer that a well or a steel plow is a 
good thing, we will make available through his Government a few wells and 
plows so that the demonstration will be practical as well as theoretical. Our 
capital-improvement program will be modest and, while it will produce some 
direct benefits in increased production, its primary purpose will be to teach, 
to show what can be done and to lead the way. 

Tran is in a period of reawakening and nationalism. She is trying to catch up 
with the Western World in dozens of fields, and in this she needs help. Further- 
more—and this is important—shee needs some concrete demonstration of Ameri- 
can interest in her walfare at this critical moment, She does not want a heavy 
hand of direction from any outside power, but she will welcome technical 
assistance, educational help, and engineering advice given in good spirit. In 
the last century the United States has gained a reputation in Iran for good 
intentions and impartiality. We have an opportunity to continue this repu- 
tation and to assist Iran to develop into a healthy partner in the free world. 
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